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the “Securities”, as the case may be). In case of the issuance of Warrants being governed by German law, the 
Warrants are securities within the meaning of § 793 German Civil Code. In case of the issuance being governed by 
Swiss law, the Warrants may be issued in bearer form or in the form of book-entry securities (nicht-verurkundete 
Wertrechte; “Book-entry Securities”) pursuant to article 2 paragraph a. Federal Act on Stock Exchanges and 
Securities Trading (Bundesgesetz über die Börsen und den Effektenhandel; “SESTA”) or, upon entry into force of the 
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securities held with an intermediary (Bucheffekten; “Intermediated Securities”) pursuant to the Intermediated 
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information and variables of the Securities which are issued on the basis of this Base Prospectus and for their offer 
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under this Base Prospectus (the “Final Terms”, together with the Base Prospectus, the “Prospectus”). Data, values, 
information and variables of the Securities indicated by a placeholder in square brackets (“[•]”) will be included only 
insofar as necessary for the determination of the final terms for the relevant issue. Similarly, only those text blocks in 
square brackets will be included in the Final Terms which are applicable for the specific issue.  
 

 
* The notation of the Warrants will be substantiated and determined in the Final Terms. 
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For each public offer of Securities on the basis of the Base Prospectus, the Final Terms will be published in a separate 
document, which, in addition to stating the Final Terms, will also restate some information already contained in the 
Base Prospectus. Complete information on a specific public offer can only be gained from the Base Prospectus when 
read together with the applicable Final Terms. 
 
Potential investors in the Warrants are explicitly reminded that an investment in Warrants entails financial risks. 
Holders of Warrants run the risk of losing all or part of the amount invested by them in the Warrants. All potential 
investors in Securities are, therefore, advised to study the full contents of the Prospectus, in particular the risk factors. 
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SUMMARY 
 
The following summary is taken from the remainder of the Base Prospectus. Terms and expressions defined in other 
parts of the Base Prospectus and not otherwise defined in this “Summary” shall have the same meanings in this part of 
the Base Prospectus. 
 
The information in this section "Summary" should be read and construed as an introduction to the Base Prospectus. It 
should be read in connection with the Base Prospectus and the applicable Final Terms. 
 
Potential investors in the Warrants should base any decision to invest in Warrants not only on the following 
information but on all other information in the Base Prospectus irrespective of whether it is set out in, or incorporated 
into, the Base Prospectus by reference. 
 
If subsequently reference is made to the terms “Warrants” or “Securities”, these terms shall include Warrants or 
Securities represented by physical securities as well as Warrants or Securities issued as book-entry securities pursuant 
to article 2 paragraph a. Federal Act on Stock Exchanges and Securities Trading (Bundesgesetz über die Börsen und 
den Effektenhandel; “SESTA”) (nicht-verurkundete Wertrechte; “Book-entry Securities”) or, upon entry into force of 
the Federal Act on Securities held with an Intermediary (Bucheffektengesetz; “Intermediated Securities Act”), 
formed as securities held with an intermediary (Bucheffekten; “Intermediated Securities”) pursuant to the 
Intermediated Securities Act, unless otherwise defined in this Base Prospectus. 
 
Any judicial proceedings in the Federal Republic of Germany (“Germany”) are subject to German Civil Procedural 
Law (Zivilprozessrecht) as applied by German courts, which, inter alia and without limitation, might require the 
translation of foreign language documents into the German language, do not provide for discovery and might 
apportion the costs between the parties different from other jurisdictions and otherwise than as contemplated in any 
document pertaining to the Programme. Accordingly, where a claim relating to the information contained in a 
securities prospectus such as the Base Prospectus is brought before a German court or the court of any other Member 
State of the European Economic Area (each an “EEA State”), the plaintiff might, under German law as well as under 
the national legislation of any other relevant EEA State, have to bear the costs of translating, to the extent necessary, 
the Base Prospectus into German and/or any other relevant language, as the case may be, before legal proceedings are 
initiated. 
 
Any judicial proceedings in the Swiss Confederation (“Switzerland”) are subject to the relevant Cantonal Civil 
Procedural Law (Zivilprozessordnung) of the Canton in which such judicial proceedings are instituted, which, inter 
alia and without limitation, might require the translation of foreign language documents into one of the Swiss official 
languages (German, French and Italian), might not provide for discovery and might apportion the costs between the 
parties different from other jurisdictions and otherwise than as contemplated in any document pertaining to the 
Programme. Accordingly, where a claim relating to the information contained in a securities prospectus such as this 
Base Prospectus is brought before a court in Switzerland, the plaintiff might under the applicable Cantonal Civil 
Procedural Law (Zivilprozessordnung), have to bear the costs of translating, to the extent necessary, this Base 
Prospectus into the relevant Swiss official language, as the case may be, before legal proceedings are initiated. 
 
The Issuer, and any person who has initiated or caused the translation of this summary, assumes liability for the 
contents of this section “Summary”, including any translation thereof, but only to the extent that this summary is 
misleading, inaccurate or inconsistent when read together with the other parts of, or other information incorporated 
into, the Base Prospectus. 
 
 
Who is the Issuer? 
 
Overview 
UBS AG (“UBS AG” or “UBS” or the “Issuer” or the “Company”) with its subsidiaries, is, according to its own 
opinion, one of the world's leading financial firms, serving a discerning international client base. UBS is, according 
to its own opinion, a leading global wealth manager, a leading investment banking and securities firm with a strong 
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institutional and corporate client franchise, one of the largest global asset managers and the market leader in Swiss 
commercial and retail banking. On 31 March 2009, UBS employed 76,206 people1. With headquarters in Zurich and 
Basel, Switzerland, UBS operates in over 50 countries and from all major international centers. 
 
UBS is, according to its own opinion, one of the best-capitalized financial institutions in the world. On 31 March 
2009 the BIS Tier12 ratio was 10.5%, invested assets stood at CHF 2,182 billion, equity attributable to UBS 
shareholders was CHF 31,283 million and market capitalization was CHF 31,379 million. 
 
The rating agencies Standard & Poor’s Inc. (“Standard & Poor’s”), Fitch Ratings (“Fitch”) and Moody’s Investors 
Service Inc. (“Moody’s”) have assessed the creditworthiness of UBS, i.e. the ability of UBS to fulfill payment 
obligations, such as principal or interest payments on long-term loans, also known as debt servicing, in a timely 
manner. The ratings from Fitch and Standard & Poor’s 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. 
Standard & Poor’s currently rates UBS’s creditworthiness with A+, Fitch with A+ and Moody’s with Aa2. 
 
 
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 CH-270.3.004.646-4. 
 
UBS AG is incorporated and domiciled in Switzerland and operates under Swiss Code of Obligations and Swiss 
Federal Banking Law as an Aktiengesellschaft, a corporation that has issued shares of common stock to investors. 
 
The addresses and telephone numbers of UBS's two registered offices and principal places of business are: 
Bahnhofstrasse 45, CH-8098 Zurich, Switzerland, telephone +41-44-234 11 11; and Aeschenvorstadt 1, CH-4051 
Basel, Switzerland, telephone +41-61-288 20 20. 
 
UBS shares are listed on the SIX Swiss Exchange, the New York Stock Exchange and the Tokyo Stock Exchange. 
 
According to Article 2 of the Articles of Association of UBS AG (“Articles of Association”) the purpose of UBS is 
the operation of a bank. Its scope of operations extends to all types of banking, financial, advisory, service and trading 
activities in Switzerland and abroad. 
 
Organisational Structure of the Issuer 
The objective of UBS’s group structure is to support the business activities of the Company within an efficient legal, 
tax, regulatory and funding framework. None of the individual business divisions of UBS or the Corporate Center 
are legally independent entities; instead, they primarily perform their activities through the domestic and foreign 
offices of the parent bank, UBS AG. 
 
Trend Information 
There has been an improvement in market sentiment during the first quarter, with a strong rebound in global stock 
market indices since early March, but the credit markets improved only partly and trading in complex financial 
products remains illiquid. The markets continue to be unsettled, and we remain cautious on the immediate outlook for 
UBS. The strong influence that government policy has on the market environment was clearly demonstrated in the 
first quarter as investors became less risk averse. However, the real economy has continued to deteriorate, and this is 
expected to have negative implications for credit-related provisioning in coming quarters. 
 

 
1 Full-time equivalents. 
2 Tier 1 capital comprises share capital, share premium, retained earnings including current year profit, foreign currency translation and minority 

interests less accrued dividends, net long positions in own shares and goodwill. 
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Administrative, Management and Supervisory Bodies of the Issuer 
UBS operates under a strict dual Board structure, as mandated by Swiss banking law. The functions of Chairman of 
the Board of Directors and Group Chief Executive Officer (Group CEO) are assigned to two different people, thus 
providing separation of powers. This structure establishes checks and balances and creates an institutional 
independence of the Board of Directors from the day-to-day management of the firm, for which responsibility is 
delegated to the Group Executive Board. No member of one Board may be a member of the other. 
 
Auditors 
On 15 April 2009, the UBS Annual General Meeting reelected Ernst & Young Ltd., Aeschengraben 9, 4002 Basel, 
Switzerland, as auditors for the financial statements of UBS AG and the consolidated financial statements of the UBS 
Group for a further one-year term, in accordance with company law and banking law provisions. Ernst & Young Ltd., 
Basel, is a member of the Swiss Institute of Certified Accountants and Tax Consultants based in Zurich, Switzerland. 
 
 
How are the net proceeds used by the Issuer? 
The net proceeds of the issue will be used for funding purposes of the UBS Group and shall not be employed by the 
Issuer within Switzerland. The net proceeds from the sale of the Securities shall be employed by the Issuer for general 
business purposes. A separate (“special purpose”) fund will not be established.  
 
Are there any risks relating to the Issuer? 
As a global financial services provider, the business activities of UBS AG are affected by the prevailing market 
situation. Different risk factors can impair the UBS AG’s ability to implement business strategies and may have a 
direct, negative impact on earnings. Accordingly, UBS AG’s revenues and earnings are and have been subject to 
fluctuations. The revenues and earnings figures from a specific period, thus, are not evidence of sustainable results. 
They can change from one year to the next and affect UBS AG’s ability to achieve its strategic objectives. 
 
General insolvency risk 
Each Securityholder bears the general risk that the financial situation of the Issuer could deteriorate. The Warrants 
constitute immediate, unsecured and unsubordinated obligations of the Issuer, which, in particular in case of 
insolvency of the Issuer, rank pari passu with each other and all other current and future unsecured and unsubordinated 
obligations of the Issuer, with the exception of those that have priority due to mandatory statutory provisions. 
 
Effect of downgrading of the Issuer’s rating 
The general assessment of the Issuer’s creditworthiness may affect the value of the Warrants. This assessment 
generally depends on the ratings assigned to the Issuer or its affiliated companies by rating agencies such as Standard 
& Poor’s, Fitch and Moody’s.  
 
Effect of the current market crisis  
UBS AG, like many other financial market participants, was severely affected by the financial crisis that unfolded in 
2007 and worsened in 2008. The deterioration of financial markets in 2008 was extremely severe by historical 
standards, and UBS recorded substantial losses on legacy risk positions. UBS has taken a series of measures to reduce 
its risk exposures, including the sale of up to USD 38.6 billion of illiquid and other positions to a fund owned and 
controlled by the Swiss National Bank (SNB). However, UBS continues to hold positions identified as risk 
concentrations. In addition, UBS is exposed to the general systemic and counterparty risks that are exacerbated by the 
ongoing market crisis and related instability of financial institutions and of the financial system as a whole.  
 
 
Potential conflicts of interest 
The Issuer and affiliated companies may participate in transactions related to the Warrants in some way, for their own 
account or for account of a client. Such transactions may not serve to benefit the Securityholder and may have a 
positive or negative effect on the value of the Underlying (as defined below) or, in case of Credit Linked Warrants as 
specified in the relevant Final Terms, on the creditworthiness of the Reference Entity and consequently on the value of 
the Warrants.  
 
 
What are the Securities? 
Under the Programme, UBS AG (the “Issuer” or “UBS AG”), which may also be acting through its Jersey branch 
(“UBS AG, Jersey Branch”) or its London branch (“UBS AG, London Branch”), may, from time to time, issue 
warrants (each a “Warrant” or a “Security”, collectively the “Warrants” or the “Securities”, as the case may be). 



 

 

 

UBS AG Base Prospectus 

 

8

The Warrants may, if so specified in the relevant Final Terms of the Warrants, be linked to the occurrence of a Credit 
Event, i.e. the creditworthiness of a Reference Entity (also “Credit Linked Warrants”) or be based on the 
performance of a share, an index, a currency exchange rate, a precious metal, a commodity, an interest rate, a non-
equity security, a fund unit, a futures contract, or, as the case may be, and as specified in the relevant Final Terms, a 
reference rate (including, but not limited to, interest rate swap (IRS) rates, currency swap rates or, as the case may be, 
credit default swap levels), as well as basket or portfolio comprising the aforementioned assets (each an “Underlying” 
or, collectively, the “Underlyings”, where the term “Underlying” shall also refer to all Underlyings(i=1) to (i=n)). 
 
 
Status 
The Warrants rank pari passu with all other direct, unsubordinated, unconditional and unsecured obligations of the 
Issuer. 
 
Governing Law 
The Final Terms will state for each issuance of Warrants the governing law applicable to these Warrants, which will 
be either German or Swiss law. In this context, the Final Terms will also state for each issuance of Warrants the 
applicable place of jurisdiction for any legal proceedings arising under such issuance, which will be either Frankfurt 
am Main (for Warrants governed by German law) or Zurich (for Warrants governed by Swiss law). 
 
 
How are the Securities offered? 
Warrants may be issued at an issue price which is at par or at a discount to, or premium over, par. The Issue Price may 
be more than the market value of each Warrant as at the date of the relevant Final Terms (as determined by reference 
to proprietary pricing models based upon well recognised financial principles used by UBS AG, UBS AG, Jersey 
Branch and UBS AG, London Branch). It has been agreed that, on or after the respective Issue Date of the Securities, 
the Manager(s) shall place the Warrants for sale at the Issue Price, as specified in the relevant Final Terms, under 
terms subject to change. The Issue Price may include embedded commissions payable to the Manager(s) and/or a 
distributor or distributors. 
 
Are there any restrictions on the sale of the Securities? 
The Securities may only be offered, sold or delivered within or from a jurisdiction, provided that this is permissible 
under applicable laws and regulations and provided that the Issuer does not incur any further obligations. There will be 
specific restrictions on the offer and sale of the Warrants and the distribution of offering materials in the European 
Economic Area, the United States of America and such other restrictions as may be required under applicable law in 
connection with the offering and sale of a particular issuance of Warrants. 
 
 
Will the Securities be admitted to trading? 
The relevant Final Terms in relation to each issuance of Warrants will indicate whether the Warrants will be listed on 
stock exchange(s), including any unregulated market of any stock exchange, or will not be listed or admitted to trading 
at all. 
 
 
What does the Securityholder acquire from the Securities? 
With the purchase of a (1) Warrant*, the investor acquires the right, under certain conditions and as provided for in the 
Conditions of the Warrants, to demand from the Issuer the payment of a Settlement Amount in the Settlement Currency 
or, as the case may be, and as specified in the relevant Final Terms, the delivery of the Physical Underlying in an 
appropriate number (the “Option Right”). The Final Terms for each issuance of Warrants will specify, whether the 
amount payable under the Warrants (i) is, in any case, equal to the capital protected Minimum Repayment Amount, or, 
as the case may be, (ii) is in any case, equal to the capital protected Minimum Repayment Amount, however, capped, to 
the Cap Amount or, as the case may be, (iii) is capped, to the Cap Amount.  
 
The Securityholders shall not receive any interim payments. None of the Securities vests a right to payment of fixed or 
variable interest or dividends and, as such, they generate no regular income. 

 
* The notation of the Warrants will be substantiated and determined in the Final Terms. 
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Are Securityholders required to pay taxes in relation to the Securities? 
Potential investors should be aware that they may be required to pay taxes or other documentary charges or duties in 
accordance with the laws and practices of the country where the Warrants are transferred or other jurisdictions. In 
some jurisdictions, no official statements of the tax authorities or court decisions may be available for financial 
instruments such as the Warrants. Potential investors are advised not to rely upon the tax summary contained in this 
document and/or in the Final Terms but to ask for their own tax adviser's advice on their individual taxation with 
respect to the acquisition, sale and redemption of the Warrants. Only these advisors are in a position to duly consider 
the specific situation of the potential investor. 
 
 
Which risks are attached to investment in the Securities? 
An investment in the Securities carries product-specific risks for the investor. The value of a Warrant is determined 
not only by changes in the price of the Underlying or, in case of Credit Linked Warrants as specified in the relevant 
Final Terms, in the creditworthiness of the Reference Entity, but also depends upon a number of other factors. 
Accordingly, the value of the Securities may decline even if the price of the Underlying or, in case of Credit Linked 
Warrants, the creditworthiness of the Reference Entity remains constant. Prospective investors should note that 
changes in the price of the Underlying on which the Warrant is based, or, in case of Credit Linked Warrants, in the 
creditworthiness of the Reference Entity (or even the non-occurrence of anticipated changes) can lower the value of a 
Warrant. This risk is independent of the financial situation of the Issuer.  
 
Moreover, one of the key features of the Securities as warrants is its so-called “Leverage” Effect: Any change in the 
value of the Underlying or, in case of Credit Linked Warrants, in the creditworthiness of the Reference Entity may 
result in a disproportionate change in the value of the Warrant. The Warrants, consequently, also involve 
disproportionate loss exposure, if the Underlying or, in case of Credit Linked Warrants, the creditworthiness of the 
Reference Entity, develops unfavourably. Therefore, when buying a certain Warrant, it should be noted that the higher 
the leverage effect of a warrant, the higher the loss exposure involved. In addition, it should be noted that, typically, 
the shorter the (remaining) maturity of the Warrant, the higher the leverage effect.  
 
In addition to the Term of the Securities, the frequency and intensity of price fluctuations (volatility) in the Underlying 
or, in case of Credit Linked Warrants, the creditworthiness and the Reference Obligations of the Reference Entity, the 
prevailing interest rates and the level of dividends paid or, as the case may be, to the general development of foreign 
exchange markets, the following circumstances are, in the Issuer’s opinion, the essential factors, which may have an 
impact on the value of the Securities and which may create certain risks for the investors in the Securities. 
 
Each potential investor must determine, based on its own independent review and such professional advice as it deems 
appropriate under the circumstances, that its acquisition of the Warrants is fully consistent with its (or if it is acquiring 
the Warrants in a fiduciary capacity, the beneficiary's) financial needs, objectives and condition, complies and is fully 
consistent with all investment policies, guidelines and restrictions applicable to it (whether acquiring the Warrants as 
principal or in a fiduciary capacity) and is a fit, proper and suitable investment for it (or if it is acquiring the Warrants 
in a fiduciary capacity, for the beneficiary), notwithstanding the clear and substantial risks inherent in investing in or 
holding the Warrants. 
 
• Further features of the Warrant structure 

Prior to investing in the Securities, prospective investors should note that the following special features of the 
Warrants, if specified in the relevant Final Terms, may have an impact on the value of the Securities or, as the 
case may be, on any amount, if any, payable according to the Conditions of the Warrants or, as the case may be, 
the delivery of the Physical Underlying in an appropriate number and that the Securities accordingly have special 
risk profiles: 
 
 

in case of Credit Linked Warrants the following paragraph applies:  
Dependency on the occurrence of a Credit Event  
Credit Linked Warrants differ from ordinary debt securities in that the amount, if any, payable according to the 
Conditions of the Warrants is dependent on whether a Credit Event has occurred and that payments (whether at 
maturity or earlier) will be triggered by the occurrence or non-occurrence of a Credit Event and that this may be 
less than the full amount of the Securityholder's initial investment and result in Securityholders not receiving 
repayment of the Issue Price or, as the case may be, the purchase price invested by the Securityholder.  
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In case of the non-occurrence of a Credit Event, the Credit Linked Warrants expire worthless or, as the case may 
be, and as specified in the relevant Final Terms, the Securityholder receives a cash amount, if any, which is in any 
case less than the amount initially invested. In this case, Securityholders do not have any right of recourse against 
the Reference Entity or the Issuer to cover their losses. In particular, the occurrence of a Credit Event, and as 
specified in the Conditions of the Warrants and/or the relevant Final Terms, may not be determined 
retrospectively, i.e. after the end of the term of the Credit Linked Warrants. The risk of Credit Linked Warrants is, 
consequently, comparable to a “protection” against the occurrence of a Credit Event in relation to the Reference 
Entity, where the Securityholder of a Credit Linked Warrant is also exposed to the Issuer’s credit risk. Thus, 
Securityholders are exposed to the credit risk of the Issuer as well as to the credit risk of the Reference Entity.  
 
Credit Linked Warrants are neither guaranteed by the Reference Entity nor are Credit Linked Warrants secured by 
any obligations of the Reference Entity.  
 
If an event occurs which positively influences the creditworthiness of a Reference Entity, the value of the Credit 
Linked Warrants may decrease. Therefore, Securityholders who sell their Credit Linked Warrants at such point in 
time may sustain a material loss of their invested capital. 
 
 

in case of a Participation Rate, a Leverage Factor or a Conversion Ratio, as the case may be, the following 
paragraph applies: 

Extent of participation  
The application of the Participation Rate, the Leverage Factor or of the Conversion Ratio, as the case may be, 
within the determination of the Option Right results in the Warrants being in economic terms similar to a direct 
investment in the Underlying or, in case of Credit Linked Warrants as specified in the relevant Final Terms, in the 
Reference Obligations of the Reference Entity, but being nonetheless not fully comparable with such a direct 
investment, in particular because the Securityholders do not participate in the relevant performance by a 1:1 ratio, 
but by the proportion of the Participation Rate, of the Leverage Factor or of the Conversion Ratio, as the case 
may be.  

 
 
in case of a reverse structure, the following paragraph applies: 

Effect of the reverse structure 
Prospective investors should furthermore consider that in case of a so-called reverse structure embedded in the 
Warrants as specified in the relevant Final Terms, the Warrants (irrespective of the other features attached to the 
Securities or of any other factors, which may be relevant for the value of the Securities) depreciate in value, if 
the price of the Underlying increases or, as the case may be, appreciates in value, if the price of the Underlying 
decreases. Consequently, there is a risk of a loss of the invested capital, if the price of the Underlying increases 
correlatively. In addition, the potential return under each Security is, as a principle rule, limited, since the negative 
performance of the Underlying may not exceed 100 %. 
 

 
in case of an express structure, the following paragraph applies: 

Effect of the express structure 
Prospective investors should consider that in case of a so-called express structure embedded in the Warrants as 
specified in the relevant Final Terms, the Warrants may according to the Conditions of the Warrants and under 
certain circumstances expire prior to the Expiration Date without any statement by the Issuer or the 
Securityholder being required. In case the Warrants expire prior to the Expiration Date, the Securityholder is 
entitled to demand the payment of an amount in relation to the early expiration. However, the Securityholder is 
not entitled to request any further payments on the Warrants or, as the case may be, and as specified in the 
relevant Final Terms, the delivery of the Physical Underlying after the Early Expiration Date. The Securityholder, 
therefore, bears the risk of not participating in the performance of the Underlying or, in case of Credit Linked 
Warrants as specified in the relevant Final Terms, of the Reference Obligations of the Reference Entity, to the 
expected extent and during the expected period. 
 
In case of an early expiration of the Warrants, the Securityholder also bears the so-called risk of reinvestment. The 
Securityholder may be able to re-invest any amount paid by the Issuer in case of an early expiration, if any, at 
market conditions, which are less favourable than those existing prevailing at the time of the acquisition of the 
Securities. 
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in case of certain thresholds or limits, the following paragraph applies: 

Effect of the application of certain thresholds or limits 
Prospective investors should consider that the Settlement Amount or, as the case may be, and as specified in the 
relevant Final Terms, the value of the Physical Underlying to be delivered in an appropriate number, if any, under 
the Warrants depends on whether the price of the Underlying or, in case of Credit Linked Warrants as specified in 
the relevant Final Terms, the creditworthiness of the Reference Entity, equals, and/or falls below respectively 
exceeds a certain threshold, limit or rating as specified in the relevant Final Terms, at a given time or, as the case 
may be, within a given period as determined by the Conditions of the Warrants.  
 
Only provided that the relevant threshold, limit or rating has not been reached and/or fallen below respectively 
exceeded at the time or period as determined by the Conditions of the Warrants, the holder of a Warrant receives 
an amount, pre-determined in the Conditions of the Warrants as Settlement Amount. Otherwise the Securityholder 
participates in the performance of the Underlying or, in case of Credit Linked Warrants as specified in the 
relevant Final Terms, of the Reference Obligations of the Reference Entity, and, therefore, bears the risks of a loss 
of the invested capital. 

 
 
in case of a Cap Amount, the following paragraph applies: 

Limitation of potential profits to the Cap Amount 
Prospective investors should furthermore consider that the Settlement Amount or, as the case may be, and as 
specified in the relevant Final Terms, the value of the Physical Underlying to be delivered in an appropriate 
number, if any, under the Warrants is limited to the Cap Amount as determined prescribed in the Conditions of the 
Warrants. In contrast to a direct investment in the Underlying or, in case of Credit Linked Warrants as specified in 
the relevant Final Terms, in the Reference Obligations of the Reference Entity the potential profit of the Warrants 
is, therefore, limited to the Cap Amount. 

 
 
in case of a Relevant Underlying the following paragraph applies: 

Consequence of the linkage to the Relevant Underlying 
The calculation of the level of the Settlement Amount or, as the case may be, and as specified in the relevant Final 
Terms, the value of the Physical Underlying to be delivered in an appropriate number, if any, solely refers to the 
performance of the Relevant Underlying and, thereby, to the Underlying, showing a certain pre-determind 
performance, e.g. the worst performance during an observation period. Prospective investors should, 
consequently, be aware that compared to Securities, which refer to only one underlying, the Warrants show a 
higher exposure to loss. This risk may not be reduced by a positive or, as the case may be, negative performance 
of the remaining Underlyings, because the remaining Underlyings are not taken into account when calculating the 
level of the Settlement Amount or, as the case may be, and as specified in the relevant Final Terms, the value of 
the Physical Underlying to be delivered in an appropriate number. 

 
 
in case of a Basket as an Underlying or in case of a portfolio of Underlyings, the following paragraph applies: 

Consequence of the linkage to a basket, or, as the case may be a portfolio 
The Warrants have the special feature that the calculation of the level of the Settlement Amount or, as the case 
may be, and as specified in the relevant Final Terms, the value of the Physical Underlying to be delivered in an 
appropriate number, if any, depends on the performance of a basket comprising several basket components or, as 
the case may be, and as specified in the relevant Final Terms, of a portfolio comprising several Underlyings. At 
the same time, also the degree of the basket components, or, as the case may be, of the Underlyings’ dependency 
from each other, so-called correlation, is of importance when calculating the level of the Settlement Amount or, as 
the case may be, and as specified in the relevant Final Terms, the value of the Physical Underlying to be delivered 
in an appropriate number. 

 
 
in case of physical settlement, the following paragraph applies: 

Effect of a possible delivery of a Physical Underlying 
As far as the Final Terms of the Warrants provide for settlement through physical delivery, prospective investors 
in the Warrants should consider that upon maturity or, as the case may be, expiration of the Securities, no 
payment of the Settlement Amount, but the delivery, if any, of the Physical Underlying as described in the 
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Conditions of the Warrants in the appropriate number will occur. Potential investors should, hence, consider that, 
in case of a redemption of the Warrants by physical delivery of the Physical Underlying in the appropriate 
number, investors do not receive any cash amount, but a right to the relevant Physical Underlying, which is 
transferable according to the conditions of the relevant depository systems. 
 
As in such case the Securityholders of the Warrants are exposed to the issuer- and security-specific risks related to 
the Physical Underlying, potential investors in the Warrants should make themselves familiar with the Physical 
Underlying, to be delivered, if any, before purchasing the Warrants. Moreover, investors should not rely on being 
able to sell the Physical Underlying after redemption of the Securities at a certain price, in particular not at a 
price, which corresponds to the capital invested for the acquisition of the Warrants. The Physical Underlying 
delivered in the relevant number can, under certain circumstances, possibly have a very low or even no value. In 
such case the Securityholders bear the risk of a total loss of the capital invested for purchasing the Warrants 
(including the transaction costs).  
 
Potential investors in the Warrants should also consider that possible fluctuations in the price of the Physical 
Underlying between the end of the term of the Securities and the actual delivery of the Physical Underlying on 
Settlement Date remain with the Securityholder. Any decrease in value of the Physical Underlying after the end of 
the term of the Securities has to be borne by the Securityholder. 

 
 
in case of an exchange rate risk, the following paragraph applies: 

Exchange rate risk 
If so specified in the relevant Final Terms of the Warrants, the Securityholder’s right vested in the Warrants is 
determined on the basis of a currency other than the Settlement Currency, currency unit or calculation unit and/or, 
also the value of the Underlying or, in case of Credit Linked Warrants as specified in the relevant Final Terms, of 
the Reference Obligations of the Reference Entity, is determined in such a currency other than the Settlement 
Currency, currency unit or calculation unit. Potential investors should, therefore, be aware that investments in 
these Securities could entail risks due to fluctuating exchange rates, and that the risk of loss does not depend 
solely on the performance of the Underlying or, in case of Credit Linked Warrants as specified in the relevant 
Final Terms, of the Reference Obligations of the Reference Entity, but also on unfavourable developments in the 
value of the foreign currency, currency unit or calculation unit. 
 
Such developments can additionally increase the Securityholders’ exposure to losses, because an unfavourable 
performance of the relevant currency exchange rate may correspondingly decrease the value of the purchased 
Warrants during their term or, as the case may be, the level of the Settlement Amount or, as the case may be, the 
value of the Physical Underlying to be delivered in an appropriate number, if any. Currency exchange rates are 
determined by factors of offer and demand on the international currency exchange markets, which are themselves 
exposed to economic factors, speculations and measures by governments and central banks (for example 
monetary controls or restrictions). 
 
 

in case of Warrants linked to currency exchange rates, commodities or precious metals, the following paragraph 
applies: 

Special Features of Warrants on currency exchange rates, commodities or, as the case may be, precious 
metals 
In cases of currency exchange rates, commodities or, as the case may be, precious metals used as the Underlying, 
it should be noted that the values are traded 24 hours a day through the time zones of Australia, Asia, Europe and 
America. Potential investors of the Securities should, therefore, be aware that a relevant limit or, as the case 
may be, threshold described in the Conditions of the Warrants, may be reached, exceeded or fallen short at 
any time and even outside of local or business hours of the Issuer, the Calculation Agent or the Manager(s).  
 
Potential investors of the Securities should also be aware that physical settlement of the Underlying in the form of 
currency exchange rates, commodities and/or precious metals is excluded in any case. 

 
 
in case of a capital protection, the following paragraph applies: 

The capital protection only applies at the end of the term of the Securities 
In case that a Minimum Repayment Amount is specified in the relevant Final Terms, the Securities are as at the 
end of their term capital protected to the extent of the Minimum Repayment Amount (without consideration of an 
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offering premium, if any), i.e. the investor receives at the end of the term disregarding the actual performance of 
the Underlying or, in case of Credit Linked Warrants as specified in the relevant Final Terms, of the Reference 
Obligations of the Reference Entity, in any case the Minimum Repayment Amount. If an investor acquires the 
Securities after the issue at a price, which is higher than the Minimum Repayment Amount, the prospective 
investor should be aware that the (proportional) capital protection only refers to the lower Minimum Repayment 
Amount. In this context, it has to be considered that the capital protection only applies at the end of the term, i.e. 
provided that the Securities have not been terminated.  
 
The cash amount to be paid or, as the case may be, the value of the Physical Underlying to be delivered in an 
appropriate number, if any, in case of an early redemption of the Securities can be considerably below the 
amount, which would be payable as a minimum at the end of the term of the Securities, where the capital 
protection applies to the extent of the Minimum Repayment Amount. 
 
Potential investors of the Securities should furthermore recognise that despite the capital protection to the extent 
of the relevant Minimum Repayment Amount, the investor bears the risk of the Issuer’s financial ability. 
Prospective investors must therefore be prepared and able to sustain a partial or even a total loss of the capital 
invested. Purchasers of the Securities should in any case assess their financial situation, to ensure that they are in a 
position to bear the risks of loss connected with the Securities. 

 
 
in case of a limitation of the exercise right, the following paragraph applies: 
• Limitation of the exercise of the Option Right by the Securityholders 

If so specified in the relevant Final Terms of the Warrants, the Securityholder’s right vested in those Warrants, 
which are directly or indirectly based on German equities as the Underlying, may, in accordance with the 
Conditions of the Warrants, not be exercised on certain days, i.e. on the day, on which the shareholders’ general 
meeting of the German stock corporation, the share of which is used for the purposes of the Warrants, takes place, 
and on the calculation date (ex dividend day) immediately preceding such day. In addition, the relevant Final 
Terms may also stipulate that the Warrants may be exercised by the Securityholders on certain dates only. In the 
event that the Exercise Notice is not duly received by this Exercise Date, the Securities cannot be exercised until 
the next exercise date stated in the Conditions of the Warrants.  
 
 

in case of a limitation of the Minimum Exercise Size, the following paragraph applies: 
• Limitation of the exercise of the Option Right by the Securityholders by Minimum Exercise Size 

If so specified in the relevant Final Terms of the Warrants, any Securityholder must in accordance with the 
Conditions of the Warrants tender a specified minimum number of the Warrants, in order to exercise the Option 
Right vested in the Warrants, so-called Minimum Exercise Size. Holders with fewer than the specified Minimum 
Exercise Size of Securities will, therefore, either have to sell their Warrants or purchase additional Warrants 
(incurring transaction costs in each case). 

 
 
• Termination and Early Redemption at the option of the Issuer 

Potential investors in the Securities should furthermore be aware that the Issuer is, pursuant to the Conditions of 
the Warrants, entitled to terminated and redeem the Securities in total prior to Expiration Date. In case the Issuer 
terminates and redeems the Securities prior to Expiration Date, the Securityholder is entitled to demand the 
payment of an amount in relation to this early redemption. However, the Securityholder is not entitled to request 
any further payments on the Warrants after the relevant termination date.  
 
The Securityholder, therefore, bears the risk of not participating in the performance of the Underlying or, in case 
of Credit Linked Warrants as specified in the relevant Final Terms, of the Reference Obligations of the Reference 
Entity, to the expected extent and during the expected period. 
 
In case of a termination of the Securities by the Issuer, the Securityholder bears the risk of a reinvestment, i.e. the 
investor bears the risk that it will have to re-invest the amount, if any, paid by the Issuer in case of termination at 
market conditions, which are less favourable than those existing prevailing at the time of the acquisition of the 
Securities. 
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• No termination right of the Securityholders 
The Securityholders do not have a termination right and the Securities may, hence, not be terminated by the 
Securityholders during their term. Prior to the maturity of the Securities the realisation of the economic value of 
the Securities (or parts thereof), if any, is, consequently and except for the Issuer’s termination and early 
redemption of the Securities or, as the case may be, and if specified in the relevant Final Terms, an exercise of the 
Option Right by the Securityholders in accordance with the Conditions of the Warrants, only possible by way of 
selling the Securities. 

 
• Possible decline in the Price of the Underlying after termination of the Securities 

In the event that the term of the Securities is terminated early by the Issuer pursuant to the Conditions of the 
Warrants, potential investors of the Securities should note that any negative performance of price of the 
Underlying between the announcement of the termination by the Issuer and the determination of the price of the 
Underlying relevant for calculation of the then payable cash amount are borne by the Securityholders. 
 

• Adverse Impact of adjustments of the Option Right 
In case of the occurrence of a potential adjustment event, the Issuer shall be entitled, if so specified in the relevant 
Final Terms of the Warrants, to effect adjustments according to the Conditions of the Warrants. These 
adjustments might have a negative impact on the value of the Securities. 

 
• Negative effect of ancillary costs 

Commissions and other transaction costs incurred in connection with the purchase or sale of Securities may result 
in charges, particularly in combination with a low order value, which can substantially reduce any settlement 
amount, if any, to be paid under the Securities. Before acquiring a Security, prospective investors should 
therefore inform themselves of all costs incurred through the purchase or sale of the Security, including any costs 
charged by their custodian banks upon purchase and maturity of the Securities. 

 
• Transactions to offset or limit risk 

Prospective investors of the Securities should not rely on the ability to conclude transactions at any time during 
the Term of the Securities that will allow them to offset or limit relevant risks. This depends on the market 
situation and the prevailing conditions. Transactions designed to offset or limit risks might only be possible at an 
unfavourable market price that will entail a loss for investors. 

 
• Trading in the Securities / Illiquidity 

It is not possible to predict if and to what extent a secondary market may develop in the Securities or at what price 
the Securities will trade in the secondary market or whether such market will be liquid or illiquid. Potential 
investors therefore should not rely on the ability to sell Securities at a specific time or at a specific price. 

 
• Representation and Custody of the Securities 

Securities under the Programme may be issued either in bearer form (including Permanent Global Note(s)) or, if 
the Securities are governed by Swiss law, the Securities may alternatively be issued as Book-entry Securities or, 
upon entry into force of the Intermediated Securities Act, formed as Intermediated Securities. 
 
Irrespective of whether the Securities are represented by a Permanent Global Note, issued as Book-entry 
Securities or formed as Intermediated Securities, as the case may be, the Issuer has no responsibility or liability 
under any circumstances for any acts and omissions of the Clearing Agent or, if so specified in the relevant Final 
Terms, of the Depository Agent or of the Intermediary as well as for any losses which might occur to a 
Securityholder out of such acts and omission in general and for the records relating to, or payments made in 
respect of, beneficial interests in the Permanent Global Notes, the Book-entry Securities or in the Intermediated 
Securities, as the case may be, in particular. 

 
• Pricing of Securities 

Unlike most other securities the pricing of these Securities is regularly not based on the principle of offer and 
demand in relation to Securities, since the secondary market traders might quote independent bid and offer prices. 
This price calculation is based on price calculation models prevailing in the market, whereas the theoretical value 
of the Securities is, in principle, determined on the basis of the value of the Underlying or, in case of Credit 
Linked Warrants as specified in the relevant Final Terms, of the creditworthiness and the value of the Reference 
Obligations of the Reference Entity, and the value of other features attached to the Securities, each of which 
features may, in economic terms, be represented by another derivative financial instrument. 
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The potentially quoted prices do not necessarily correspond to the Securities’ intrinsic value as determined by a 
trader. 

 
• Expansion of the spread between bid and offer prices 

In special market situations, where the Issuer is completely unable to conclude hedging transactions, or where 
such transactions are very difficult to conclude, the spread between the bid and offer prices may be temporarily 
expanded, in order to limit the economic risks to the Issuer. Therefore, Securityholders who wish to sell their 
Securities via a stock exchange or in the over-the-counter trading might sell at a price considerably lower than the 
actual price of the Securities at the time of their sale. 

 
• Borrowed funds 

If the purchase of Securities is financed by borrowed funds and investors’ expectations are not met, they not only 
suffer the loss incurred under the Securities, but in addition also have to pay interest on and repay the loan. This 
produces a substantial increase in investors’ risk of loss. Investors of Securities should never rely on being able to 
redeem and pay interest on the loan through gains from a Securities transaction. Rather, before financing the 
purchase of a Security with borrowed funds, the investors’ financial situations should be assessed, as to their 
ability to pay interest on or redeem the loan immediately, even if they incur losses instead of the expected gains. 
 

• The effect on the Securities of hedging transactions by the Issuer  
The Issuer may use all or some of the proceeds received from the sale of the Securities to enter into hedging 
transactions relating to the risks incurred in issuing the Securities. In such a case, the Issuer or one of its affiliated 
companies may conclude transactions that correspond to the Issuer’s obligations arising from the Securities. 
Generally speaking, this type of transaction will be concluded before or on the Issue Date of the Securities, 
although these transactions can also be concluded after the Securities have been issued. The Issuer or one of its 
affiliated companies may at any time take the necessary steps for the closing out of any hedging transactions. It 
cannot be excluded that the Price of the Underlying or, in case of Credit Linked Warrants as specified in the 
relevant Final Terms, the creditworthiness of the Reference Entity and the value of the Reference Obligations, 
might, in certain cases, be affected by these transactions.  

 
• Changes in Taxation in relation to the Securities 

The considerations concerning the taxation of the Securities set forth in this Prospectus reflect the opinion of the 
Issuer on the basis of the legal situation identifiable as of the date hereof. However, a different tax treatment by 
the fiscal authorities and tax courts cannot be precluded.  
 

• Risks in relation to the Underlying 
Certain additional risks may be embedded in the relevant Underlying or, in case of Credit Linked Warrants as 
specified in the relevant Final Terms, in the Reference Obligations and/or the Reference Entity, and will, if any, be 
specified in the relevant Final Terms. 

 
Therefore, it is expressly recommended that any potential investor familiarises himself with the specific risk profile of 
the product type described in this Prospectus and that any investor seeks the advice of a professional, if necessary. 
Potential investors are expressly made aware of the fact that the Securities constitute a risk investment which can lead 
to the loss of the invested capital. Even when the relevant Final Terms provide for a capital protection at maturity to 
the extent of the Minimum Repayment Amount and, hence, the risk of a loss is initially limited, the investor bears the 
risk of the Issuer’s financial situation worsening. As a result, prospective investors must be prepared and able to accept 
a partial or even a total loss of the invested capital. Any investors interested in purchasing the Securities should assess 
their financial situation, to ensure that they are in a position to bear the risks of loss connected with the Securities. 
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ZUSAMMENFASSUNG 
 
Die folgende Zusammenfassung wurde aus den anderen Teilen des Basisprospekts zusammengestellt. Wörter und 
Ausdrücke, die in anderen Teilen des Basisprospekts definiert werden und in diesem Abschnitt „Zusamenfassung“ 
nicht anders definiert werden, haben die gleiche Bedeutung wie in diesem Teil des Basisprospekts.  
 
Die Informationen in diesem Abschnitt „Zusammenfassung“ sollten als eine Einführung in diesen Basisprospekt 
gelesen und ausgelegt werden. 
 
Potentielle Investoren sollten ihre Entscheidung zur Anlage in die Optionsscheine nicht nur auf die folgenden 
Informationen, sondern auch auf alle anderen in diesem Basisprospekt enthaltenen Informationen stützen, unabhängig 
davon, ob diese in dem Basisprospekt abgedruckt sind oder in Form eines Verweises in den Basisprospekt einbezogen 
wurden. 
 
Sofern nachfolgend auf „Optionsscheine“ oder „Wertpapiere“ Bezug genommen wird, sollen diese Begriffe sowohl in 
Effekten verbriefte Optionsscheine oder Wertpapiere als auch als nicht-verurkundete Wertrechte i.S.v. Art. 2 Bst. a. 
Bundesgesetz über die Börsen und den Effektenhandel („Börsen- und Effektenhandelsgesetz“; „BEHG“) 
(„Wertrechte“) emittierte oder, nach Inkrafttreten des Bundesgesetzes über die Bucheffekten („Bucheffektengesetz“; 
„BEG“), als Bucheffekten („Bucheffekten“) i.S. des Bucheffektengesetzes ausgestaltete Optionsscheine oder 
Wertpapiere umfassen, es sei denn, sie werden in diesem Basisprospekt abweichend definiert. 
 
Gerichtsverfahren in der Bundesrepublik Deutschland („Deutschland“) sind Gegenstand des von deutschen Gerichten 
angewandten deutschen Zivilprozessrechts, welches unter anderem und ohne Ausnahmen die Übersetzung von in einer 
ausländischen Sprache verfassten Dokumenten in die deutsche Sprache verlangt und gewährleisten nicht einen 
Ausgleich der entstandenen Kosten und teilen möglicherweise, im Gegensatz zu anderen Jurisdiktionen und anders als 
in einem Dokument mit Bezugnahme auf das Programm bezeichnet, die entstandenen Kosten zwischen den 
Prozessparteien auf. Dementsprechend könnte der Kläger für den Fall, dass vor einem deutschen oder einem anderen 
Gericht eines Mitgliedstaates des Europäischen Wirtschaftsraums (im Folgenden „EWR Mitgliedstaat“) Ansprüche 
aufgrund der in einem Wertpapierprospekt wie diesem Basisprospekt enthaltenen Informationen geltend gemacht 
werden, sowohl in Anwendung des deutschen Rechts als auch des nationalen Rechts jedes anderen EWR 
Mitgliedstaates die Kosten für die Übersetzung des Basisprospekts in die deutsche oder jede andere massgebliche 
Sprache, soweit notwendig, vor Prozessbeginn zu tragen haben. 
 
Gerichtsverfahren in der Schweizerischen Eidgenossenschaft („Schweiz“) sind Gegenstand der vom Gericht in dem 
Kanton, wo ein solches Gerichtsverfahren eingeleitet worden ist, angewandten kantonalen Zivilprozessordnung, 
welche, unter anderem und ohne Beschränkung darauf, möglicherweise die Übersetzung von in einer ausländischen 
Sprache verfassten Dokumenten in eine der schweizerischen Amtssprachen (deutsch, französisch, italienisch) 
verlangen, möglicherweise nicht einen Ausgleich der entstandenen Kosten gewährleisten und möglicherweise, im 
Gegensatz zu anderen Jurisdiktionen und anders als in einem Dokument mit Bezugnahme auf das Programm 
bezeichnet, die entstandenen Kosten zwischen den Prozessparteien aufteilen. Dementsprechend könnte der Kläger für 
den Fall, dass vor einem Gericht in der Schweiz Ansprüche aufgrund der in einem Wertpapierprospekt wie diesem 
Basisprospekt enthaltenen Informationen geltend gemacht werden, in Anwendung der bei einem Gerichtsverfahren in 
der Schweiz anwendbaren kantonalen Zivilprozessordnung die Kosten für die Übersetzung des Basisprospekts in eine 
schweizerische Amtssprache oder jede andere massgebliche Sprache, soweit notwendig, vor Prozessbeginn zu tragen 
haben. 
 
Die Emittentin und jede Person, die die Verantwortung für diese Zusammenfassung übernommen haben oder die die 
Übersetzung dieser Zusammenfassung veranlasst haben oder von denen deren Erlass ausgeht, können für die 
Informationen in dem Abschnitt "Zusammenfassung" (einschliesslich der Übersetzung davon) haftbar gemacht 
werden, jedoch nur für den Fall, dass die Zusammenfassung irreführend, unrichtig oder widersprüchlich ist, wenn sie 
zusammen mit den anderen Teilen des Basisprospekts gelesen wird. 
 
 
Wer ist die Emittentin? 
 
Überblick 
Die UBS AG einschliesslich ihrer Tochtergesellschaften („UBS AG“, „UBS“, die „Emittentin“ oder 
die„Gesellschaft“) ist nach eigener Einschätzung eines der global führenden Finanzinstitute für internationale 
anspruchsvolle Kundinnen und Kunden. UBS ist eigenen Angaben zufolge ein weltweit führender Anbieter von 



 

 

 

UBS AG Base Prospectus 

 

17

Wealth Management-Dienstleistungen und gehört zu den wichtigsten Investmentbanken und Wertschriftenhäusern mit 
einer starken Stellung im Geschäft mit institutionellen und Firmenkunden. Sie zählt nach eigener Einschätzung zu den 
größten Vermögensverwaltern und ist in der Schweiz Marktführer im Geschäft mit Privat- und Firmenkunden. Zum 
31. März 2009 beschäftigte UBS 76.206 Mitarbeiter3. UBS mit Hauptsitz in Zürich und Basel, Schweiz, ist in mehr als 
50 Ländern und an den wichtigsten internationalen Finanzplätzen vertreten. 
 
UBS gehört nach eigener Einschätzung zu den bestkapitalisierten Finanzinstituten der Welt. Am 31. März 2009 betrug 
die BIZ-Kernkapitalquote (Tier1)4 10,5%, das investierte Kapital belief sich auf CHF 2.182 Mrd., und das UBS-
Aktionären zurechenbare Eigenkapital lag bei CHF 31.283 Mio. Die Marktkapitalisierung betrug CHF 31.379 Mio. 
 
Die Rating Agenturen Standard & Poor’s Inc. („Standard & Poor’s“), Fitch Ratings („Fitch“) und Moody’s 
Investors Service Inc. („Moody’s“) haben die Bonität von UBS und damit ihre Fähigkeit, Zahlungsverpflichtungen, 
beispielsweise Tilgungs- und Zinszahlungen (Kapitaldienst) bei langfristigen Krediten, pünktlich nachzukommen, 
beurteilt und bewertet. Bei Fitch und Standard & Poor’s kann die Beurteilung mit Plus- oder Minus-Zeichen, bei 
Moody’s mit Ziffern versehen sein. Diese Zusätze geben Aufschluss über die Beurteilung innerhalb einer 
Bewertungsstufe. Dabei beurteilt Standard & Poor’s die Bonität von UBS aktuell mit A+, Fitch mit A+ und Moody’s 
mit Aa2. 
 
 
Unternehmensinformationen 
Firma und Name der Emittentin im Geschäftsverkehr ist UBS AG. Die Emittentin wurde am 28. Februar 1978 unter 
dem Namen SBC AG für unbestimmte Zeit gegründet und an diesem Tag in das Handelsregister des Kantons Basel 
Stadt eingetragen. Am 8. Dezember 1997 erfolgte die Umfirmierung zu UBS AG. UBS in ihrer jetzigen Form entstand 
am 29. Juni 1998 durch die Fusion der Schweizerischen Bankgesellschaft (gegründet 1862) und des Schweizerischen 
Bankvereins (gegründet 1872). UBS ist im Handelsregister des Kantons Zürich und des Kantons Basel Stadt 
eingetragen. Die Handelsregisternummer lautet CH-270.3.004.646-4. 
 
UBS ist in der Schweiz gegründet und ansässig und unterliegt als Aktiengesellschaft, d.h. als eine Gesellschaft, die 
Aktien für Investoren begeben hat, dem schweizerischem Obligationenrecht und den schweizerischen 
bankenrechtlichen Bestimmungen. 
 
Die Adressen und Telefonnummern der beiden Satzungs- und Verwaltungssitze von UBS lauten: Bahnhofstraße 45, 
8001 Zürich, Schweiz, Tel. +41-44-234 11 11; und Aeschenvorstadt 1, 4051 Basel, Schweiz, Tel. +41-61-288 20 20. 
 
Die Aktien von UBS sind an der SWX Swiss Exchange und den Börsen in New York und Tokio notiert.  
 
Gemäß Artikel 2 der Statuten der UBS AG (die „Statuten“) ist Geschäftszweck von UBS der Betrieb einer Bank. Ihr 
Geschäftsportfolio umfasst alle Arten von Bank-, Finanz-, Beratungs-, Dienstleistungs- und Handelsgeschäften im In- 
und Ausland. 
 
 
Organisationsstrukturen der Emittentin 
Die Konzernstruktur von UBS ist darauf ausgelegt, der Geschäftstätigkeit des Unternehmens einen effizienten 
rechtlichen, steuerlichen, regulatorischen und finanziellen Rahmen zu geben. Weder die einzelnen Geschäftsfelder von 
UBS  noch das Corporate Center sind rechtlich selbstständige Einheiten; vielmehr agieren sie hauptsächlich über die 
Niederlassungen des Stammhauses, der UBS AG, im In- und Ausland. 
 
Trendinformationen 
Im 1. Quartal hat sich die Marktstimmung aufgehellt: Anfang März setzten die Aktienindizes weltweit zu einem 
Höhenflug an. Die Lage an den Kreditmärkten verbesserte sich jedoch nur teilweise, und der Handel mit komplexen 
Finanzprodukten ist nach wie vor illiquid. An den Märkten herrscht weiterhin Nervosität. Die unmittelbaren 
Aussichten von UBS beurteilen wir immer noch vorsichtig. Wie stark staatliche Massnahmen das Marktumfeld 

 
3 Auf Vollzeitbasis 
4 Tier-1-Kapital setzt sich zusammen aus Aktienkapital, Kapitalrücklagen, Gewinnrücklagen einschliesslich Gewinn des laufenden Jahres, 

Währungsumrechnung und Minderheitsanteilen abzüglich aufgelaufene Dividende, Nettolongpositionen in eigenen Aktien und Goodwill. 
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beeinflussen, kam im 1. Quartal in der sinkenden Risikoaversion der Anleger deutlich zum Ausdruck. Die 
realwirtschaftliche Lage hat sich allerdings erneut verschlechtert, was sich in den nächsten Quartalen negativ auf die 
Kreditrückstellungen auswirken dürfte. 
 
 
Verwaltungs-, Management-, und Aufsichtsorgane der Emittentin 
UBS verfügt auf oberster Stufe über zwei streng getrennte Führungsgremien, wie dies von der schweizerischen 
Bankengesetzgebung vorgeschrieben ist. Die Funktionen des Präsidenten des Verwaltungsrats einerseits und des 
Group Chief Executive Officer (Group CEO) andererseits sind zwei verschiedenen Personen übertragen, damit die 
Gewaltentrennung gewährleistet ist. Diese Struktur schafft gegenseitige Kontrolle und macht den Verwaltungsrat 
unabhängig vom Tagesgeschäft der Bank, für das die Konzernleitung die Verantwortung trägt. Niemand kann 
Mitglied beider Gremien sein. 
 
 
Abschlussprüfer 
Am 15. April 2009 wurde die Ernst & Young AG, Aeschengraben 9, 4002 Basel, Schweiz, auf der 
UBS Generalversammlung als Abschlussprüferin der Emittentin und der UBS Gruppe in Übereinstimmung mit den 
gesellschaftsrechtlichen und bankengesetzlichen Vorgaben für den Zeitraum eines weiteren Jahres wiedergewählt. 
Ernst & Young AG, Basel, ist Mitglied der Treuhand-Kammer der Schweiz mit Sitz in Zürich, Schweiz. 
 
 
Wie wird der Nettoemissionserlös von der Emittentin verwendet? 
Der Nettoerlös der Emission dient der Finanzierung der Geschäftsentwicklung der UBS Gruppe und wird von der 
Emittentin nicht innerhalb der Schweiz verwendet. Der Nettoerlös aus dem Verkauf der Wertpapiere wird dabei von 
der Emittentin für allgemeine Geschäftszwecke verwendet; ein abgrenzbares (Zweck-)Sondervermögen wird nicht 
gebildet. 
 
 
Bestehen hinsichtlich der Emittentin Risiken? 
Als globales Finanzdienstleistungsunternehmen wird die Geschäftstätigkeit der UBS AG von den herrschenden 
Marktverhältnissen beeinflusst. Verschiedene Risikofaktoren können die effektive Umsetzung der Geschäftsstrategien 
und direkt die Erträge beeinträchtigen. Dementsprechend waren und sind die Erträge und das Ergebnis der UBS AG 
Schwankungen unterworfen. Die Ertrags- und Gewinnzahlen für einen bestimmten Zeitraum liefern daher keinen 
Hinweis auf nachhaltige Resultate, können sich von einem Jahr zum andern ändern und die Erreichung der 
strategischen Ziele der UBS AG beeinflussen.  
 
Allgemeines Insolvenzrisiko 
Jeder Wertpapiergläubiger trägt allgemein das Risiko, dass sich die finanzielle Situation der Emittentin verschlechtern 
könnte. Die Optionsscheine begründen unmittelbare, unbesicherte und nicht nachrangige Verbindlichkeiten der 
Emittentin, die - auch im Fall der Insolvenz der Emittentin - untereinander und mit allen sonstigen gegenwärtigen und 
künftigen unbesicherten und nicht nachrangigen Verbindlichkeiten der Emittentin gleichrangig sind, ausgenommen 
solche Verbindlichkeiten, denen aufgrund zwingender gesetzlicher Vorschriften Vorrang zukommt. 
 
Auswirkung einer Herabstufung des Ratings der Emittentin 
Die allgemeine Einschätzung der Kreditwürdigkeit der Emittentin kann möglicherweise den Wert der Optionsscheine 
beeinflussen. Diese Einschätzung hängt im Allgemeinen von Ratings ab, die der Emittentin oder mit ihr verbundenen 
Unternehmen von Rating-Agenturen wie Standard & Poor’s, Fitch and Moody’s erteilt werden. 
 
Auswirkung der gegenwärtigen Marktkrise 
Die UBS AG war, wie viele andere Teilnehmer an den Finanzmärkten auch, massiv von der Finanzkrise betroffen, die 
2007 begann und sich in 2008 sogar noch verschlimmerte. Der Verfall der Finanzmärkte in 2008 war im Vergleich zu 
historischen Maßstäben außergewöhnlich drastisch, und die UBS musste erhebliche Verluste im Bereich von 
übernommenen Risikopositionen verzeichnen. UBS hat eineReihe von Maßnahmen unternommen, um das Risiko zu 
reduzieren, einschliesslich der Veräusserung von illiquiden bzw. sonstigen Positionen im Wert von bis zu USD 38,6 
Milliarden an einen Fund, der von der Schweizer Nationalbank (SNB) aufgesetzt wurde und verwaltet wird. Die UBS 
hält jedoch weiterhin solche Positionen, die als sog. Risikokonzentration identifiziert worden sind. Darüber hinaus ist 
die UBS dem allgemeinen systemischen und Kontrahentenrisiko ausgesetzt, die durch die andauernde Marktkrise und 
die damit zusammenhängende Instabilität von Kreditinstituten und dem gesamten Finanzsystem noch verschärft 
werden. 
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Potentielle Interessenkonflikte 
Die Emittentin und mit ihr verbundene Unternehmen können sich von Zeit zu Zeit für eigene Rechnung oder für 
Rechnung eines Kunden an Transaktionen beteiligen, die mit den Optionsscheinen in Verbindung stehen. Diese 
Transaktionen sind möglicherweise nicht zum Nutzen der Wertpapiergläubiger und können positive oder negative 
Auswirkungen auf den Wert des Basiswerts (wie nachfolgend definiert) oder im Fall von Kreditbezogenen 
Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – auf die Bonität des Referenzschuldners, und 
damit auf den Wert der Optionsscheinen haben.  
 
 
Was sind die Wertpapiere?  
Unter dem Programm kann die UBS AG (die „Emittentin“ oder „UBS AG“), die auch durch ihre Niederlassung 
Jersey („UBS AG, Niederlassung Jersey“) oder ihre Niederlassung London („UBS AG, Niederlassung London“) 
handeln kann, Optionsscheine (jeweils ein „Optionsschein“ oder ein „Wertpapier“, gemeinsam die 
„Optionsscheine“ oder die „Wertpapiere“) begeben. Die Optionsscheine können sich – soweit in den Endgültigen 
Bedingungen der Optionsscheine angegeben – auf den Eintritt eines Kreditereignisses und dementsprechend auf die 
Bonität eines Referenzschuldners (auch „Kreditbezogenen Optionsscheine“) oder auf die Wertentwicklung einer 
Aktie, eines Index, eines Währungswechselkurses, eines Edelmetalls, eines Rohstoffs, eines Zinssatzes, eines 
Nichtdividendenwerts, eines Fondsanteils, eines Futures Kontrakts oder, wie jeweils in den Endgültigen Bedingungen 
angegeben, eines Referenzsatzes (einschließlich von interest rate swap (IRS) rates, currency swap rates bzw. von 
credit default swap levels) oder eines Korbs bzw. eines Portfolios aus den vorgenannten Werten (nachfolgend jeweils 
ein „Basiswert“ bzw. die „Basiswerte“; wobei im Folgenden der Begriff „Basiswert“ sämtliche Basiswerte(i=1) bis (i=n) 
umfasst) beziehen. 
 
 
Status 
Die Optionsscheine sind allen anderen direkten, nicht nachrangigen, unbedingten und unbesicherten Verbindlichkeiten 
der Emittentin gleichgestellt. 
 
Anwendbares Recht 
Die Endgültigen Bedingungen zu der jeweiligen Emission von Optionsscheinen legen fest, ob die entsprechenden 
Optionsscheine deutschem oder schweizerischem Recht unterliegen. In diesem Zusammenhang legen die Endgültigen 
Bedingungen für jede Emission von Optionsscheinen den Gerichtsstand für alle sich aus den entsprechenden 
Optionsscheinen ergebenden Rechtsstreitigkeiten fest. Für Optionsscheine, welche deutschem Recht unterliegen, ist 
Frankfurt am Main Gerichtsstand; für Optionsscheine, welche schweizerischem Recht unterliegen, ist Zürich 
Gerichtsstand. 
 
 
Wie werden die Wertpapiere angeboten? 
Die Optionsscheine können zu ihrem Nennbetrag/Nennwert, mit Auf- oder Abgeld begeben werden. Der 
Emissionspreis kann an dem Tag, auf den die entsprechenden Endgültigen Bedingungen datieren, über dem Marktwert 
der Optionsscheine liegen (die Festlegung des Emissionspreises erfolgt unter Bezugnahme auf ein eigenes 
Preismodell, welches auf anerkannten finanzmathematischen Prinzipien beruht, welche UBS AG, UBS AG, Jersey 
Branch und UBS AG, London Branch verwenden). In den Emissionspreis können Gebühren einberechnet werden, die 
an den/die Manager und/oder die Vertriebsgesellschaft(en) zu zahlen sind. 
 
 
Bestehen Beschränkungen des Verkaufs der Wertpapiere? 
Wertpapiere dürfen innerhalb einer Rechtsordnung oder mit Ausgangspunkt in einer Rechtsordnung nur angeboten, 
verkauft oder geliefert werden, wenn dies gemäss den anwendbaren Gesetzen und anderen Rechtsvorschriften zulässig 
ist und der Emittentin keinerlei Verpflichtungen entstehen. Das Angebot und der Verkauf von Optionsscheinen sowie 
der Vertrieb von Angebotsunterlagen im Europäischen Wirtschaftsraum, und den Vereinigten Staaten von Amerika 
unterliegen besonderen Beschränkungen und ausserdem solchen anderen Beschränkungen, die nach dem jeweiligen 
Recht im Zusammenhang für das Angebot und den Verkauf einer bestimmten Emission von Optionsscheinen gelten. 
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Werden die Wertpapiere zum Handel zugelassen? 
In den jeweiligen Endgültigen Bedingungen für die Emission von Optionsscheinen wird angegeben, ob die 
Optionsscheine an Börsen, einschliesslich im Freiverkehr einer anderen Börse, oder an keiner Börse zugelassen bzw. 
eingeführt werden. 
 
 
Was wird der Wertpapiergläubiger aus dem jeweiligen Wertpapier erhalten? 
Der Anleger erwirbt durch den Kauf von je einem (1) Optionsschein* das Recht, nach Massgabe der 
Optionsscheinbedingungen von der Emittentin unter bestimmten Voraussetzungen gegebenenfalls die Zahlung eines 
Auszahlungsbetrags in der Auszahlungswährung bzw., soweit in den Endgültigen Bedingungen angegeben, 
gegebenenfalls die Lieferung des Physischen Basiswerts in einer entsprechenden Anzahl zu verlangen (das 
„Optionsrecht“). In den jeweiligen Endgültigen Bedingungen für die Emission von Optionsscheinen wird angegeben, 
ob der gegebenenfalls auszuzahlenden Betrag (i) mindestens dem kapitalgeschützten Mindestrückzahlungsbetrag oder 
(ii) mindestens dem kapitalgeschützten Mindestrückzahlungsbetrag, höchstens jedoch dem Maximalbetrag oder 
(iii) höchstens dem Maximalbetrag entspricht. 
 
Die Wertpapiergläubiger erhalten keine Zwischenzahlungen. Keines der Wertpapiere verbrieft einen Anspruch auf 
Festzins oder zinsvariable Zahlungen bzw. auf Dividendenzahlung; die Wertpapiere werfen daher keinen laufenden 
Ertrag ab. 
 
 
Sind die Wertpapiergläubiger verpflichtet, im Zusammenhang mit den Wertpapieren Steuern zu zahlen? 
Potentielle Investoren sollten sich vergegenwärtigen, dass sie gegebenenfalls verpflichtet sind, Steuern oder andere 
Gebühren oder Abgaben nach Massgabe der Rechtsordnung und Praktiken desjenigen Landes zu zahlen, in das die 
Optionsscheine übertragen werden oder möglicherweise auch nach Massgabe anderer Rechtsordnungen. In einigen 
Rechtsordnungen kann es zudem an offiziellen Stellungnahmen der Finanzbehörden oder Gerichtsentscheidungen in 
Bezug auf Finanzinstrumte wie die Optionsscheine fehlen. Potentiellen Investoren wird daher geraten, sich nicht auf 
die in diesem Basisprospekt und/oder in den Endgültigen Bedingungen enthaltene summarische Darstellung der 
Steuersituation zu verlassen, sondern sich in Bezug auf ihre individuelle Steuersituation hinsichtlich des Kaufs, des 
Verkaufs und der Rückzahlung der Optionsscheine von ihrem eigenen Steuerberater beraten zu lassen. Nur diese 
Berater sind in der Lage, die individuelle Situation des potentiellen Investors angemessen einzuschätzen. 
 
 
Welche Risiken sind mit einer Investition in die Wertpapiere verbunden? 
Für den Erwerber der Wertpapiere ist eine Investition mit produktspezifischen Risiken verbunden. So wird der Wert 
eines Optionsscheins nicht nur von den Kursveränderungen des Basiswerts bzw. im Fall von Kreditbezogenen 
Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – der Bonität des Referenzschuldners 
bestimmt, sondern hängt zusätzlich von einer Reihe weiterer Faktoren ab. Eine Wertminderung der Wertpapiere kann 
daher selbst dann eintreten, wenn der Kurs des Basiswerts bzw. im Fall von Kreditbezogenen Optionsscheinen, –
 soweit in den Endgültigen Bedingungen angegeben – die Bonität des Referenzschuldners unverändert konstant bleibt. 
Potenzielle Erwerber sollten beachten, dass Kursänderungen (oder auch schon das Ausbleiben einer erwarteten 
Kursänderung) des Basiswerts bzw. im Fall von Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen 
Bedingungen angegeben – Änderungen der Bonität des Referenzschuldners den Wert des jeweiligen Optionsscheins 
mindern können. Dieses Risiko besteht unabhängig von der finanziellen Leistungsfähigkeit der Emittentin. 
 
Eines der wesentlichen Merkmale des Optionsscheins als Kapitalanlage ist sein so genannter „Leverage”-Effekt: Eine 
Veränderung des Werts des Basiswerts bzw. im Fall von Kreditbezogenen Optionsscheinen, – soweit in den 
Endgültigen Bedingungen angegeben – der Bonität des Referenzschuldners kann eine überproportionale Veränderung 
des Werts des Optionsscheins zur Folge haben. Dementsprechend sind mit den Optionsscheinen auch 
überproportionale Verlustrisiken verbunden, wenn sich der Kurs des Basiswerts bzw. im Fall von 
Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – die Bonität des 
Referenzschuldners ungünstig entwickelt. Beim Kauf eines bestimmten Optionsscheins ist deshalb zu 
berücksichtigen, dass je grösser der Leverage-Effekt eines Optionsscheins ist, umso grösser auch das mit ihm 

 
* Die Bezeichnung der Optionsscheine ist indikativ und wird in den jeweiligen Endgültigen Bedingungen konkretisiert und festgelegt. 
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verbundene Verlustrisiko ist. Ferner ist zu beachten, dass der Leverage-Effekt typischerweise umso grösser ist, je 
kürzer die (Rest-) Laufzeit des Optionsscheins ist. 
 
Neben der Laufzeit der Wertpapiere, der Häufigkeit und der Intensität von Kursschwankungen (Volatilität) des 
Basiswerts bzw. im Fall von Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen Bedingungen 
angegeben – der Bonität des Referenzschuldners oder dem allgemeinen Zins- und Dividendenniveau bzw. der 
allgemeinen Entwicklung der Devisenmärkte, sind nach Auffassung der Emittentin vor allem folgende Umstände für 
den Wert eines Optionsscheins wesentlich bzw. können aus folgenden Umständen Risiken für die Erwerber der 
Wertpapiere erwachsen. 
 
Jeder potentielle Erwerber muss auf der Grundlage seiner eigenen unabhängigen Einschätzung und der entsprechenden 
unabhängigen den Umständen entsprechenden professionellen Beratung entscheiden, ob der Kauf der Optionsscheine 
in jeder Hinsicht seinen eigenen finanziellen Möglichkeiten, Zielen und Umständen (oder, für den Fall dass die 
Optionsscheine treuhänderisch erworben werden, derjenigen des Begünstigten) entspricht, mit allen geltenden 
Anlagerichtlinien, Richtlinien und Einschränkungen (je nachdem ob die Optionsscheine im eigenen Namen oder 
treuhänderisch erworben werden) übereinstimmt und sich als geeignete angemessene und zulässige Investition 
darstellt (für sich selbst oder, für den Fall dass die Optionsscheine treuhänderisch erworben werden, für den 
Begünstigten). Dies gilt unabhängig von den offensichtlichen und erheblichen Risiken, die mit einer Investition oder 
der Inhaberschaft an den Optionsscheine verbunden sind. 
 
 
• Weitere Besonderheiten der Optionsscheinstruktur 

Potenzielle Erwerber der Wertpapiere müssen vor einer Investition in die Optionsscheine beachten, dass die 
folgenden Besonderheiten der Optionsscheine, soweit diese in den jeweiligen Endgültigen Agebotsbedingungen 
angegeben werden, Auswirkungen auf den Wert der Wertpapiere bzw. die Höhe des nach den Bedingungen der 
Optionsscheine gegebenenfalls zu zahlenden Geldbetrags oder, soweit in den Endgültigen Bedingungen 
angegeben, auf den Wert des gegebenenfalls in einer entsprechenden Anzahl zu liefernden Physischen Basiswerts 
haben können, und dementsprechend besondere Risikoprofile aufweisen: 

 
im Fall einer Kreditbezogenen Optionsscheinen findet der folgende Absatz Anwendung: 

Abhängigkeit von dem Eintritt eines Kreditereignisses 
Kreditbezogene Optionsscheine unterscheiden sich von herkömmlichen Schuldtiteln dadurch, dass der nach den 
Bedingungen der Optionsscheine gegebenenfalls zu zahlende Betrag davon abhängt, ob ein Kreditereignis 
eingetreten ist, und dass Zahlungen (vor oder am Fälligkeitstag) vom Eintritt oder Nichteintritt eines 
Kreditereignisses abhängen und dass diese Zahlungen möglicherweise geringer sind als der vom 
Wertpapiergläubiger ursprünglich investierte Betrag mit der Folge, dass die Wertpapiergläubiger den von ihnen 
bezahlten Emissionspreis oder Kaufpreis nicht zurückerhalten.  
 
Tritt kein Kreditereignis ein, verfallen die Kreditbezogenen Optionsscheine wertlos bzw., soweit in den 
Endgültigen Bedingungen angegeben, erhält der Wertpapiergläubiger gegebenenfalls einen Geldbetrag, dessen 
Höhe jedenfalls unter dem ursprünglich investierten Betrag liegt. Wertpapiergläubiger haben in diesem Fall in 
Bezug auf etwaige Verluste keine Rückgriffsansprüche gegen den Referenzschuldner oder die Emittentin. 
Insbesondere kann der in den Bedingungen der Optionsscheine und/oder den Endgültigen Bedingungen 
beschriebene Eintritt eines Kreditereignisses nicht nachträglich, das heißt nach Ende der Laufzeit der 
Kreditbezogenen Optionsscheine, festgestellt werden. Das Risiko Kreditbezogener Optionsscheine ist daher 
vergleichbar mit dem Risiko einer „Absicherung“ gegen den Eintritt eines Kreditereignisses hinsichtlich des 
Referenzschuldners, wobei der Wertpapiergläubiger eines Kreditbezogenen Optionsscheins zudem dem 
Kreditrisiko der Emittentin ausgesetzt ist. Demnach sind Wertpapiergläubiger sowohl dem Kreditrisiko der 
Emittentin als auch dem Kreditrisiko des Referenzschuldners ausgesetzt.  

 
Kreditbezogene Optionsscheine werden von einem Referenzschuldner weder garantiert noch sind sie mit 
Verbindlichkeiten des Referenzschuldners besichert.  
 
Tritt ein Ereignis ein, dass sich positiv auf die Bonität des Referenzschuldners auswirkt, kann der Wert der 
Kreditbezogenen Optionsscheine sinken. Folglich können Wertpapiergläubiger, die ihre Kreditbezogenen 
Optionsscheine zu diesem Zeitpunkt verkaufen, einen erheblichen Verlust ihres angelegten Kapitals erleiden. 

 
 



 

 

 

UBS AG Base Prospectus 

 

22

im Fall einer Partizipationsrate, eines Leverage Faktors bzw. eines Bezugsverhältnisses findet der folgende Absatz 
Anwendung: 

Umfang der Teilnahme 
Die Verwendung der Partizipationsrate, des Leverage Faktors oder des Bezugsverhältnisses innerhalb der 
Bestimmung des Optionsrechts führt dazu, dass die Optionsscheine zwar wirtschaftlich einer Direktinvestition in 
den Basiswert bzw. im Fall von Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen Bedingungen 
angegeben – in die Referenzverbindlichkeiten des Referenzschuldners ähnlich sind, mit einer solchen jedoch 
insbesondere deshalb nicht vollständig vergleichbar sind, weil die Wertpapiergläubiger an der entsprechenden 
Wertentwicklung nicht im Verhältnis 1:1 partizipieren, sondern nur in dem Verhältnis der Partizipationsrate, des 
Leverage Faktors bzw. des Bezugsverhältnisses teilnehmen.  

 
 
im Fall einer Reverse Struktur findet der folgende Absatz Anwendung: 

Auswirkung der verwendeten Reverse Struktur 
Potenzielle Erwerber sollten zudem beachten, dass die Optionsscheine - soweit in den Endgültigen Bedingungen 
angegeben - eine sogenannte Reverse Struktur aufweisen, und damit (unter Nichtberücksichtigung sonstiger 
Ausstattungsmerkmale und sonstiger für die Preisbildung von Wertpapieren massgeblichen Faktoren) dann an 
Wert verlieren, wenn der Kurs des Basiswerts steigt bzw. dann an Wert gewinnen, wenn der Kurs des 
Basiswerts fällt. Dementsprechend kann es zu einem Verlust des eingesetzten Kapitals kommen, wenn der Kurs 
des Basiswerts entsprechend steigt. Ferner ist die Ertragsmöglichkeit grundsätzlich beschränkt, da die negative 
Entwicklung des Basiswerts nicht mehr als 100 % betragen kann. 

 
 
im Fall einer Express Struktur findet der folgende Absatz Anwendung: 

Auswirkung der Express Struktur 
Potenzielle Erwerber sollten beachten, dass die Optionsscheine - soweit in den Endgültigen Bedingungen 
angegeben - eine sogenannte Express Struktur aufweisen, unter bestimmten Umständen gemäss den Bedingungen 
der Optionsscheine vor dem Verfalltag verfallen können, ohne dass es einer Erklärung der Emittentin oder der 
Wertpapiergläubiger bedarf. Wenn die Optionsscheine vor dem Verfalltag verfallen, hat der Wertpapiergläubiger 
das Recht, die Zahlung eines Geldbetrags in Bezug auf den vorzeitigen Verfall zu verlangen. Der 
Wertpapiergläubiger hat jedoch keinen Anspruch auf irgendwelche weiteren Zahlungen auf die Optionsscheine 
oder, soweit in den Endgültigen Bedingungen angegeben, die Lieferung eines Physischen Basiswerts nach dem 
Vorzeitigen Verfalltag. 
 
Der Wertpapiergläubiger trägt damit das Risiko, dass er an der Wertentwicklung des Basiswerts bzw. im Fall von 
Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – der Referenz-
verbindlichkeiten des Referenzschuldners nicht in dem erwarteten Umfang und über den erwarteten Zeitraum 
partizipieren kann. 
 
Im Falle des vorzeitigen Verfalls der Optionsscheine trägt der Wertpapiergläubiger zudem das sogenannte 
Wiederanlagerisiko. Dies bedeutet, dass er den durch die Emittentin im Falle eines vorzeitigen Verfalls 
gegebenenfalls ausgezahlten Geldbetrag möglicherweise nur zu ungünstigeren Marktkonditionen als denen, die 
beim Erwerb der Wertpapiere vorlagen, wiederanlegen kann. 

 
 
im Fall der Verwendung bestimmter Schwellen und Grenzen findet der folgende Absatz Anwendung: 

Auswirkung der Vorgabe bestimmter Schwellen oder Grenzen 
Potenzielle Erwerber sollten sich bewusst sein, dass bei den Optionsscheinen die Höhe des Auszahlungsbetrags 
bzw., soweit in den Endgültigen Bedingungen angegeben, der Wert des gegebenenfalls in einer entsprechenden 
Anzahl zu liefernden Physischen Basiswerts davon abhängig ist, ob der Kurs des Basiswerts bzw. im Fall von 
Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – die Bonität des 
Referenzschuldners eine bestimmte in den Endgültigen Bedingungen angegebene Schwelle oder Grenze bzw. ein 
angegebenes Rating zu einem vorgegebenen Zeitpunkt oder Zeitraum, wie in den Bedingungen der 
Optionsscheine bestimmt, berührt und/oder unterschritten bzw. überschritten hat.  
 
Nur wenn der entsprechende Schwellen- bzw. Grenzwert bzw. das entsprechende Rating zu dem in den 
Bedingungen der Optionsscheine bestimmten Zeitpunkt oder Zeitraum nicht berührt und/oder unterschritten bzw. 
überschritten wurde, erhält der Inhaber eines Optionsscheins als Auszahlungsbetrag einen in den Bedingungen der 
Optionsscheine festgelegten Geldbetrag. Andernfalls nimmt der Zertifikatsinhaber an der Wertentwicklung des 
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Basiswerts teil bzw. im Fall von Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen Bedingungen 
angegeben – der Referenzverbindlichkeiten des Referenzschuldners und ist damit dem Risiko ausgesetzt, sein 
eingesetztes Kapital zu verlieren. 

 
 
im Fall eines Maximalbetrags findet der folgende Absatz Anwendung: 

Begrenzung der Ertragsmöglichkeit auf den Maximalbetrag 
Potenzielle Erwerber sollten sich bewusst sein, dass bei den Optionsscheinen der Auszahlungsbetrag bzw., soweit 
in den Endgültigen Bedingungen angegeben, der Wert des gegebenenfalls in einer entsprechenden Anzahl zu 
liefernden Physischen Basiswerts auf den in den Bedingungen der Optionsscheine vorgegebenen Maximalbetrag 
beschränkt ist. Im Vergleich zu einer Direktinvestition in den Basiswert bzw. im Fall von Kreditbezogenen 
Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – in die Referenzverbindlichkeiten des 
Referenzschuldners ist die Ertragsmöglichkeit der Optionsscheine deshalb auf den Maximalbetrag begrenzt. 

 
 
im Fall eines Massgeblichen Basiswerts findet der folgende Absatz Anwendung: 

Auswirkung des Abstellens auf den Massgeblichen Basiswert 
Bei der Berechnung der Höhe des Auszahlungsbetrags bzw., soweit in den Endgültigen Bedingungen angegeben, 
des Werts des gegebenenfalls in einer entsprechenden Anzahl zu liefernden Physischen Basiswerts wird allein auf 
die Wertentwicklung des Massgeblichen Basiswerts, und damit auf den Basiswert, der eine bestimmte 
vorgegebene Wertentwicklung aufweist, wie beispielsweise die negativste Wertentwicklung während eines 
Beobachtungszeitraums, abgestellt. Potenzielle Erwerber sollten sich deshalb bewusst sein, dass die 
Optionsscheine im Vergleich zu Wertpapieren, die sich auf nur einen Basiswert beziehen, ein erhöhtes 
Verlustrisiko aufweisen. Dieses Risiko wird nicht dadurch verringert, dass sich die übrigen Basiswerte positiv 
bzw. negativ entwickeln, da diese bei der Berechnung der Höhe des Auszahlungsbetrags bzw., soweit in den 
Endgültigen Bedingungen angegeben, des Werts des gegebenenfalls in einer entsprechenden Anzahl zu liefernden 
Physischen Basiswerts unberücksichtigt bleiben. 

 
 
im Fall eines Korbs als Basiswert bzw. eines Portfolios aus Basiswerten findet der folgende Absatz Anwendung: 

Auswirkung des Abstellens auf einen Korb bzw. ein Portfolio 
Bei den Optionsscheinen besteht die Besonderheit, dass sich die Höhe des Auszahlungsbetrags bzw., soweit in 
den Endgültigen Bedingungen angegeben, des Werts des gegebenenfalls in einer entsprechenden Anzahl zu 
liefernden Physischen Basiswerts nach der Wertentwicklung eines Korbs bestehend aus verschiedenen 
Korbbestandteilen bzw., soweit in den Endgültigen Bedingungen angegeben, eines Portfolios bestehend aus 
Basiswerten richtet. Dabei ist auch der Grad der Abhängigkeit der Korbbestandteile bzw. der Basiswerte 
voneinander, die sogenannte Korrelation, für die Höhe des Auszahlungsbetrags bzw., soweit in den Endgültigen 
Bedingungen angegeben, des Werts des gegebenenfalls in einer entsprechenden Anzahl zu liefernden Physischen 
Basiswerts von Bedeutung.  

 
 
im Fall der Tilgung durch physische Lieferung findet der folgende Absatz Anwendung: 

Auswirkung der Möglichkeit der Lieferung eines Physischen Basiswerts 
Soweit in den Endgültigen Bedingungen der Optionsscheine die Tilgung durch physische Lieferung vorgesehen 
ist, sollten potenzielle Erwerber der Optionsscheine beachten, dass bei Fälligkeit der Wertpapiere anstelle der 
Zahlung eines Auszahlungsbetrags gegebenenfalls die Lieferung einer entsprechenden Anzahl des in den 
Bedingungen der Optionsscheine beschriebenen Physischen Basiswerts erfolgt. Potenzielle Erwerber sollten 
deshalb beachten, dass sie bei einer Tilgung der Optionsscheine durch die physische Lieferung einer 
entsprechenden Anzahl des Physischen Basiswerts keinen Geldbetrag erhalten, sondern ein jeweils nach den 
Bedingungen des jeweiligen Verwahrsystems übertragbares Recht an dem betreffenden Physischen Basiswert. 
 
Da die Wertpapiergläubiger der Optionsscheine in einem solchen Fall den spezifischen Emittenten- und 
Wertpapierrisiken hinsichtlich des zu liefernden Physischen Basiswerts ausgesetzt sind, sollten sich potenzielle 
Erwerber der Optionsscheine bereits bei Erwerb der Optionsscheine über den eventuell zu liefernden Physischen 
Basiswert informieren. Sie sollten ferner nicht darauf vertrauen, dass sie den zu liefernden Physischen Basiswert 
nach Tilgung der Optionsscheine zu einem bestimmten Preis veräussern können, insbesondere auch nicht zu 
einem Preis, der dem für den Erwerb der Optionsscheine aufgewendeten Kapital entspricht. Unter Umständen 
kann der in entsprechender Anzahl gelieferte Physische Basiswert einen sehr niedrigen oder auch gar keinen Wert 
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mehr aufweisen. In diesem Falle unterliegen die Wertpapiergläubiger dem Risiko des Totalverlusts des für den 
Erwerb der Optionsscheine aufgewendeten Kapitals (einschliesslich der aufgewendeten Transaktionskosten). 
 
Potenzielle Erwerber der Optionsscheine sollten zudem beachten, dass etwaige Schwankungen im Kurs des 
Physischen Basiswerts nach Beendigung der Laufzeit der Optionsscheine bis zur tatsächlichen Lieferung des 
Physischen Basiswerts zum Rückzahlungstag zu Lasten des Wertpapiergläubigers gehen. Eine Wertminderung 
des Physischen Basiswerts nach Beendigung der Laufzeit der Wertpapiere ist vom Wertpapiergläubiger zu tragen. 

 
 
im Fall eines Wechselkursrisikos findet der folgende Absatz Anwendung: 

Wechselkursrisiko 
Soweit in den Endgültigen Bedingungen angegeben, wird der durch die Optionsscheine verbriefte Anspruch der 
Wertpapiergläubiger mit Bezug auf eine von der Auszahlungswährung abweichenden Währung, Währungseinheit 
bzw. Rechnungseinheit berechnet und/oder der Wert des Basiswerts bzw. im Fall von Kreditbezogenen 
Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – der Referenzverbindlichkeiten des 
Referenzschuldners in einer von der Auszahlungswährung abweichenden Währung, Währungseinheit oder 
Rechnungseinheit bestimmt, weshalb sich potenzielle Erwerber der Wertpapiere darüber im Klaren sein sollten, 
dass mit der Anlage in die Wertpapiere Risiken aufgrund von schwankenden Wechselkursen verbunden sein 
können und dass das Verlustrisiko nicht allein von der Entwicklung des Werts des Basiswerts bzw. im Fall von 
Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – der Referenz-
verbindlichkeiten des Referenzschuldners, sondern auch von ungünstigen Entwicklungen des Werts der fremden 
Währung, Währungseinheit bzw. Rechnungseinheit abhängt.  
 
Derartige Entwicklungen können das Verlustrisiko der Wertpapiergläubiger zusätzlich dadurch erhöhen, dass sich 
durch eine ungünstige Entwicklung des betreffenden Währungswechselkurses der Wert der erworbenen 
Optionsscheine während ihrer Laufzeit entsprechend vermindert oder sich die Höhe des möglicherweise unter den 
Wertpapieren zu zahlenden Auszahlungsbetrags bzw., soweit in den Endgültigen Bedingungen angegeben, des 
Werts des gegebenenfalls in einer entsprechenden Anzahl zu liefernden Physischen Basiswerts entsprechend 
vermindert. Währungswechselkurse werden von Angebots- und Nachfragefaktoren auf den internationalen 
Devisenmärkten bestimmt, die volkswirtschaftlichen Faktoren, Spekulationen und Massnahmen von Regierungen 
und Zentralbanken ausgesetzt sind (zum Beispiel währungspolitische Kontrollen oder Einschränkungen). 
 
 

im Fall eines Optionsscheins auf Währungswechselkurse, Rohstoffe bzw. Edelmetalle findet der folgende Absatz 
Anwendung: 

Besonderheiten bei Optionsscheinen auf Währungswechselkurse, Rohstoffe bzw. Edelmetalle 
Es ist zu beachten, dass Währungswechselkurse, Rohstoffe bzw. Edelmetalle als Basiswert 24 Stunden am Tag 
durch die Zeitzonen in Australien, Asien, Europa und Amerika gehandelt werden. Potenzielle Erwerber der 
Wertpapiere sollten somit beachten, dass es jederzeit und auch ausserhalb der lokalen Handelszeiten oder 
der Handelszeiten der Emittentin, der Berechnungsstelle bzw. des/der Manager(s) zum Erreichen, 
Überschreiten bzw. Unterschreiten einer nach den Bedingungen der Optionsscheine massgeblichen Grenze 
oder Schwelle kommen kann.  
 
Potenzielle Erwerber der Wertpapiere sollten zudem beachten, dass die physische Lieferung des Basiswerts in 
Form von Währungseinheiten, Rohstoffen oder Edelmetallen in jedem Fall ausgeschlossen ist. 

 
 
im Fall Bestehens eines Kapitalschutzes findet der folgende Absatz Anwendung: 

Der Kapitalschutz greift nur zum Ende der Laufzeit der Wertpapiere 
Soweit in den Endgültigen Bedingungen ein Mindestrückzahlungsbetrag angegeben wird, sind die Wertpapiere 
zum Ende der Laufzeit im Umfang des Mindestrückzahlungsbetrags (ohne Berücksichtigung des 
Ausgabeaufschlags) kapitalgeschützt, das heisst der Anleger erhält zum Ende der Laufzeit unabhängig von der 
Entwicklung des Basiswerts bzw. im Fall von Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen 
Bedingungen angegeben – der Referenzverbindlichkeiten des Referenzschuldners jedenfalls den 
Mindestrückzahlungsbetrag. Erwirbt ein Investor die Wertpapiere nach Emission zu einem Preis, der über dem 
Mindestrückzahlungsbetrag liegt, so sollte dem potenziellen Erwerber bewusst sein, dass sich der (anteilige) 
Kapitalschutz nur auf den kleineren Mindestrückzahlungsbetrag bezieht. Dabei ist zudem zu beachten, dass der 
Kapitalschutz nur zum Ende der Laufzeit, das heisst soweit die Wertpapiere nicht gekündig worden sind, greift.  
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Der Geldbetrag bzw., soweit in den Endgültigen Bedingungen angegeben, der Wert des in einer entsprechenden 
Anzahl zu liefernden Physischen Basiswerts, der bei vorzeitiger Fälligkeit der Wertpapiere geleistet wird, kann 
erheblich geringer sein als der Betrag, der bei Greifen des Kapitalschutzes im Umfang des 
Mindestrückzahlungsbetrags zum Ende der Laufzeit der Wertpapiere mindestens zu zahlen wäre. 
 
Potenziellen Erwerbern der Wertpapiere sollte zudem bewusst sein, dass sie trotz des Kapitalschutzes im Umfang 
des Mindestrückzahlungsbetrags, das Risiko der finanziellen Leistungsfähigkeit der Emittentin tragen. Potenzielle 
Erwerber müssen deshalb bereit und in der Lage sein, Verluste des eingesetzten Kapitals bis hin zum Totalverlust 
hinzunehmen. In jedem Falle sollten Erwerber der Optionsscheine ihre jeweiligen wirtschaftlichen Verhältnisse 
daraufhin überprüfen, ob sie in der Lage sind, die mit dem Optionsschein verbundenen Verlustrisiken zu tragen. 

 
 
im Fall der Beschränkung des Ausübungsrechts findet der folgende Absatz Anwendung: 
• Beschränkung der Ausübung der Optionsscheine durch die Wertpapiergläubiger 

Soweit in den Endgültigen Bedingungen angegeben, kann das in den Bedingungen der Optionsscheine, die sich, 
unmittelbar oder mittelbar, auf deutsche Aktien als Basiswert beziehen, verbriefte Optionsrecht an bestimmten 
Tagen nicht ausgeübt werden. Hierbei handelt es sich um den Tag, an dem die ordentliche Hauptversammlung der 
deutschen Aktiengesellschaft, die die den Wertpapieren zu Grunde liegenden Aktien begeben hat, stattfindet, 
sowie den diesem Tag unmittelbar vorangehenden Berechnungstag (ex Dividende Tag). Die Endgültigen 
Bedingungen können zudem vorsehen, dass die Wertpapiergläubiger die Optionsscheine nur zu bestimmten 
Terminen ausüben können. Wenn die Ausübungserklärung nicht fristgerecht zu diesem Ausübungstermin vorliegt, 
kann eine erneute Ausübung erst wieder zu dem nächsten in den Bedingungen der Optionsscheine vorgesehenen 
Termin erfolgen. 
 
 

im Fall einer Beschränkung der Mindestausübungsanzahl findet der folgende Absatz Anwendung: 
• Beschränkung der Ausübung der Optionsscheine durch die Wertpapiergläubiger durch eine 

Mindestausübungsanzahl 
Soweit in den Endgültigen Bedingungen angegeben, muss gemäss den Bedingungen der Optionsscheine jeder 
Wertpapiergläubiger von Optionsscheinen eine festgelegte Mindestanzahl an Optionsscheinen, die sogenannte 
Mindestausübungsanzahl, vorlegen, um das in den Optionsscheinen verbriefte Optionsrecht ausüben zu können. 
Wertpapiergläubiger, die nicht über die erforderliche Mindestausübungsanzahl verfügen, müssen somit entweder 
ihre Optionsscheine verkaufen oder zusätzliche Optionsscheine kaufen (wobei dafür jeweils Transaktionskosten 
anfallen). 

 
• Kündigung und vorzeitige Tilgung der Wertpapiere durch die Emittentin 

Potenziellen Erwerbern der Wertpapiere sollte bewusst sein, dass die Emittentin gemäss den Bedingungen der 
Optionsscheine die Möglichkeit hat, die Wertpapiere insgesamt vor dem Verfalltag zu kündigen und vorzeitig zu 
tilgen. Wenn die Emittentin die Optionsscheine vor dem Verfalltag kündigt und vorzeitig tilgt, hat der 
Wertpapiergläubiger das Recht, die Zahlung eines Geldbetrags in Bezug auf die vorzeitige Tilgung zu verlangen. 
Der Wertpapiergläubiger hat jedoch keinen Anspruch auf irgendwelche weiteren Zahlungen auf die 
Optionsscheine nach dem massgeblichen Kündigungstag. 
 
Der Wertpapiergläubiger trägt damit das Risiko, dass er an der Wertentwicklung des Basiswerts bzw. im Fall von 
Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – der Referenz-
verbindlichkeiten des Referenzschuldners nicht in dem erwarteten Umfang und über den erwarteten Zeitraum 
partizipieren und damit auch weniger als sein eingesetztes Kapital zurückerhalten kann. 
 
Im Falle einer Kündigung der Wertpapiere durch die Emittentin trägt der Wertpapiergläubiger zudem das 
Wiederanlagerisiko. Dies bedeutet, dass er den durch die Emittentin im Falle einer Kündigung gegebenenfalls 
ausgezahlten Geldbetrag möglicherweise nur zu ungünstigeren Marktkonditionen als denen, die beim Erwerb der 
Wertpapiere vorlagen, wiederanlegen kann. 

 
• Keine Kündigungsmöglichkeit der Wertpapiergläubiger 

Die Wertpapiere können während ihrer Laufzeit nicht von den Wertpapiergläubigern gekündigt werden. Vor 
Laufzeitende ist, soweit es nicht zu einer Kündigung durch die Emittentin und einer vorzeitigen Tilgung der 
Wertpapiere bzw., soweit in den Endgültigen Bedingungen angegeben, einer Ausübung des Optionsrechts durch 
die Wertpapiergläubiger gemäss den Bedingungen der Optionsscheine kommt, die Realisierung des durch die 
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Wertpapiere gegebenenfalls verbrieften wirtschaftlichen Werts (bzw. eines Teils davon) nur durch Veräusserung 
der Wertpapiere möglich. 
 

• Mögliche Wertminderung des Basiswerts 
Soweit die Laufzeit der Wertpapiere durch die Emittentin vorzeitig durch Kündigung gemäss den Bedingungen 
der Optionsscheine beendet wird, müssen potenzielle Erwerber der Wertpapiere beachten, dass eine 
möglicherweise negative Entwicklung des Kurses des Basiswerts nach dem Zeitpunkt der Kündigungserklärung 
bis zur Ermittlung des für die Berechnung des dann zahlbaren Geldbetrags verwendeten Kurses des Basiswerts zu 
Lasten der Wertpapiergläubiger geht. 
 

• Nachteilige Auswirkungen von Anpassungen des Optionsrechts 
Die Emittentin ist– soweit in den Endgültigen Bedingungen angegeben – gemäss den Bedingungen der 
Optionsscheine bei Vorliegen eines potenziellen Anpassungsereignisses berechtigt, Anpassungen der 
Bedingungen der Optionsscheine vorzunehmen. Diese Anpassungen können sich negativ auf den Wert der 
Wertpapiere auswirken. 

 
• Einfluss von Nebenkosten 

Provisionen und andere Transaktionskosten, die beim Kauf oder Verkauf von Wertpapieren anfallen, können - 
insbesondere in Kombination mit einem niedrigen Auftragswert - zu Kostenbelastungen führen, die den unter 
den Wertpapieren gegebenenfalls zu zahlenden Auszahlungsbetrag der Höhe nach extrem vermindern 
können. Potenzielle Erwerber sollten sich deshalb vor Erwerb eines Wertpapiers über alle beim Kauf oder 
Verkauf des Wertpapiers anfallenden Kosten einschliesslich etwaiger Kosten ihrer Depotbank bei Erwerb und bei 
Fälligkeit der Wertpapiere informieren. 

 
• Risiko ausschliessende oder einschränkende Geschäfte 

Potenzielle Erwerber der Wertpapiere dürfen nicht darauf vertrauen, dass während der Laufzeit der Wertpapiere 
jederzeit Geschäfte abgeschlossen werden können, durch die relevante Risiken ausgeschlossen oder eingeschränkt 
werden können; tatsächlich hängt dies von den Marktverhältnissen und den jeweils zugrunde liegenden 
Bedingungen ab. Unter Umständen können solche Geschäfte nur zu einem ungünstigen Marktpreis getätigt 
werden, so dass für den Anleger ein entsprechender Verlust entsteht. 

 
• Handel in den Wertpapieren / Mangelnde Liquidität 

Es lässt sich nicht voraussagen, ob und inwieweit sich ein Sekundärmarkt für die Wertpapiere entwickelt, zu 
welchem Preis die Wertpapiere in diesem Sekundärmarkt gehandelt werden und ob dieser Sekundärmarkt liquide 
sein wird oder nicht. Potenzielle Erwerber sollten deshalb nicht darauf vertrauen, das jeweilige Wertpapier 
zu einer bestimmten Zeit oder einem bestimmten Kurs veräussern zu können. 

 
• Verkörperung und Verwahrung der Wertpapiere 

Wertpapiere, die unter diesem Programm begeben werden, können sowohl als Inhaberpapiere (einschließlich 
Dauerglobalurkunde(n)) verbrieft oder, soweit die Wertpapiere schweizerischem Recht unterliegen, als auch als 
Wertrechte ausgegeben oder, nach Inkrafttreten des Bucheffektengesetzes, als Bucheffekten ausgestaltet werden 

 
Unabhängig davon, ob die Wertpapiere in einer Dauerglobalurkunde verbrieft, als Nicht-verurkundete Wertrechte 
ausgegeben oder als Bucheffekten ausgestaltet werden, trifft die Emittentin keinerlei Verantwortlichkeit oder 
Haftung unter jedweden Umständen für Handlungen und Unterlassungen der Clearingstelle oder, soweit in den 
Endgültigen Bedingungen angegeben, der Verwahrstelle bzw. der Verwahrungsstelle als auch für jeden daraus 
resultierenden Schaden für Wertpapiergläubiger im Allgemeinen und für Aufzeichnungen über das wirtschaftliche 
Eigentum an den Globalurkunden, den Nicht-verurkundeten Rechten oder den Bucheffekten sowie Zahlungen 
daraus im Besonderen.  

 
• Preisbildung von Wertpapieren 

Die Preisbildung dieser Wertpapiere orientiert sich im Gegensatz zu den meisten anderen Wertpapieren 
regelmässig nicht an dem Prinzip von Angebot und Nachfrage in Bezug auf die Wertpapiere, da 
Wertpapierhändler möglicherweise im Sekundärmarkt eigenständig berechnete An- und Verkaufskurse für die 
Wertpapiere stellen. Diese Preisberechnung wird auf der Basis von im Markt üblichen Preisberechnungsmodellen 
vorgenommen, wobei der theoretische Wert von Wertpapieren grundsätzlich auf Grund des Werts des Basiswerts 
bzw. im Fall von Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – der 
Referenzverbindlichkeiten des Referenzschuldners und des Werts der weiteren Ausstattungsmerkmale der 
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Wertpapiere, die jeweils wirtschaftlich gesehen durch ein weiteres derivatives Finanzinstrument abgebildet 
werden können, ermittelt wird. 
 
Die möglicherweise gestellten Kurse müssen dem vom Wertpapierhändler ermittelten inneren Wert der 
Wertpapiere nicht entsprechen. 
 

• Ausweitung der Spanne zwischen Kauf- und Verkaufskursen und -preisen 
Im Falle besonderer Marktsituationen, in denen Sicherungsgeschäfte durch die Emittentin nicht oder nur unter 
erschwerten Bedingungen möglich sind, kann es zu zeitweisen Ausweitungen der Spanne zwischen Kauf- und 
Verkaufskursen bzw. zwischen Kauf- und Verkaufspreisen kommen, um die wirtschaftlichen Risiken der 
Emittentin einzugrenzen. Daher veräussern Wertpapiergläubiger, die ihre Wertpapiere an der Börse oder im 
Over-the-Counter-Markt veräussern möchten, gegebenenfalls zu einem Preis, der erheblich unter dem 
tatsächlichen Wert der Wertpapiere zum Zeitpunkt ihres Verkaufs liegt. 

 
• Inanspruchnahme von Krediten 

Wenn Anleger den Erwerb der Wertpapiere mit einem Kredit finanzieren, müssen sie beim Nichteintritt ihrer 
Erwartungen, zusätzlich zu der Rückzahlung und Verzinsung des Kredits, auch den unter den Wertpapieren 
eingetretenen Verlust hinnehmen. Dadurch erhöht sich das Verlustrisiko des Anlegers erheblich. Erwerber von 
Wertpapieren sollten nie darauf setzen, den Kredit aus Gewinnen eines Wertpapiergeschäfts verzinsen und 
zurückzahlen zu können. Vielmehr sollten vor dem kreditfinanzierten Erwerb eines Wertpapiers die 
massgeblichen wirtschaftlichen Verhältnisse daraufhin überprüft werden, ob der Anleger in die Wertpapiere zur 
Verzinsung und gegebenenfalls zur kurzfristigen Tilgung des Kredits auch dann in der Lage ist, wenn statt der 
von ihm erwarteten Gewinne Verluste eintreten. 
 

• Einfluss von Hedge-Geschäften der Emittentin auf die Wertpapiere  
Die Emittentin kann einen Teil oder den gesamten Erlös aus dem Verkauf der Wertpapiere für Absicherungs-
geschäfte hinsichtlich des Risikos der Emittentin aus der Begebung der Wertpapiere verwenden. In einem solchen 
Fall kann die Emittentin oder ein mit ihr verbundenes Unternehmen Geschäfte abschliessen, die den 
Verpflichtungen der Emittentin aus den Wertpapieren entsprechen. Im Allgemeinen werden solche Transaktionen 
vor dem oder am Emissionstag der Wertpapiere abgeschlossen; es ist aber auch möglich, solche Transaktionen 
nach Begebung der Wertpapiere abzuschliessen. Die Emittentin oder ein mit ihr verbundenes Unternehmen kann 
jederzeit die für die Ablösung abgeschlossener Deckungsgeschäfte erforderlichen Schritte ergreifen. Es kann 
jedoch nicht ausgeschlossen werden, dass im Einzelfall der Kurs des Basiswerts bzw. im Fall von 
Kreditbezogenen Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – die Bonität des 
Referenzschuldners und der Wert der Referenzverbindlichkeiten durch solche Transaktionen beeinflusst wird.  

 
• Änderung der Grundlage der Besteuerung der Wertpapiere 

Die in diesem Prospekt ausgeführten Überlegungen hinsichtlich der Besteuerung der Wertpapiere geben die 
Ansicht der Emittentin auf Basis der zum Datum des Prospekts geltenden Gesetzgebung wieder. Eine andere 
steuerliche Behandlung durch die Finanzbehörden und Finanzgerichte kann jedoch nicht ausgeschlossen werden.  

 
• Risiken im Zusammenhang mit dem Basiswert 

Gewisse zusätzliche Risiken können mit dem massgeblichen Basiswert bzw. im Fall von Kreditbezogenen 
Optionsscheinen, – soweit in den Endgültigen Bedingungen angegeben – den Referenzverbindlichkeiten bzw. dem 
Referenzschuldner verbunden sein und werden, soweit vorhanden, in den massgeblichen Endgültigen 
Bedingungen angegeben. 

 
Es ist deshalb unbedingt empfehlenswert, sich mit dem besonderen Risikoprofil des in diesem Prospekt beschriebenen 
Produkttyps vertraut zu machen und gegebenenfalls fachkundigen Rat in Anspruch zu nehmen. Potenzielle Erwerber 
werden ausdrücklich darauf hingewiesen, dass es sich bei Optionsscheinen um eine Risikoanlage handelt, die mit der 
Möglichkeit von Verlusten hinsichtlich des eingesetzten Kapitals verbunden ist. Auch wenn die Wertpapiere, wie in 
den Endgültigen Bedingungen angegeben, zum Ende der Laufzeit im Umfang des Mindestrückzahlungsbetrags 
kapitalgeschützt sind und das Verlustrisiko zunächst begrenzt ist, tragen Investoren das Risiko der Verschlechterung 
der finanziellen Leistungsfähigkeit der Emittentin. Potenzielle Erwerber müssen deshalb bereit und in der Lage sein, 
Verluste des eingesetzten Kapitals bis hin zum Totalverlust hinzunehmen. In jedem Falle sollten Erwerber der 
Optionsscheine ihre jeweiligen wirtschaftlichen Verhältnisse daraufhin überprüfen, ob sie in der Lage sind, die mit 
dem Optionsschein verbundenen Verlustrisiken zu tragen. 
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RISK FACTORS 
 
The different risk factors associated with an investment in the Warrants are outlined below. Which of these are 
relevant to the Warrants issued under the Programme depends upon a number of interrelated factors, especially the 
type of Securities and of [the Underlying] [the creditworthiness of the Reference Entity] [if appropriate, insert 
different point of reference to an Underlying comprised in this Base Prospectus: [•]]. Investments in the Securities 
should not be made until all the factors relevant to the Securities have been acknowledged and carefully considered. 
Terminology and expressions defined in the Conditions of the Warrants shall have the same meaning when used 
herein. When making decisions relating to investments in the Securities, potential investors should consider all 
information contained in the Prospectus and, if necessary, consult their legal, tax, financial or other advisor. 
 
I. Issuer specific Risks 
As a global financial services provider, the business activities of UBS are affected by the prevailing market situation. 
Different risk factors can impair the company’s ability to implement business strategies and may have a direct, 
negative impact on earnings. Accordingly, UBS AG’s revenues and earnings are and have been subject to fluctuations. 
The revenues and earnings figures from a specific period, thus, are not evidence of sustainable results. They can 
change from one year to the next and affect UBS AG’s ability to achieve its strategic objectives. 
 
General insolvency risk 
Each investor bears the general risk that the financial situation of the Issuer could deteriorate. The Securities constitute 
immediate, unsecured and unsubordinated obligations of the Issuer, which, in particular in case of insolvency of the 
Issuer, rank pari passu with each other and all other current and future unsecured and unsubordinated obligations of 
the Issuer, with the exception of those that have priority due to mandatory statutory provisions. 
 
Potentially significant litigation risks 
The Issuer and other UBS Group companies operate in a legal and regulatory environment that exposes them to 
potentially significant litigation risks. As a result, UBS AG is involved in various disputes and legal proceedings, 
including litigation, arbitration, and regulatory and criminal investigations. Such cases are subject to many 
uncertainties, and their outcome often is difficult to predict, particularly in the earlier stages of a case. In certain 
circumstances, to avoid the expense and distraction of legal proceedings, UBS AG may based on a cost benefit 
analysis enter a settlement even though UBS AG denies any wrongdoing. UBS Group makes provisions for cases 
brought against it only when after seeking legal advice, in the opinion of management, it is probable that a liability 
exists, and the amount can be reasonably estimated. No provision is made for claims asserted against UBS Group that 
in the opinion of management are without merit and where it is not likely that UBS AG will be found liable. 
 
Negative effect of downgrading of the Issuer’s rating 
The general assessment of the Issuer’s creditworthiness may affect the value of the Securities. This assessment 
generally depends on the ratings assigned to the Issuer or its affiliated companies by rating agencies such as Moody’s, 
Fitch and Standard & Poor’s.  
 
Risks related to the current market crisis  
UBS, like many other financial market participants, was severely affected by the financial crisis that unfolded in 2007 
and worsened in 2008. The deterioration of financial markets in 2008 was extremely severe by historical standards, 
and UBS recorded substantial losses on legacy risk positions. UBS has taken a series of measures to reduce its risk 
exposures, including the sale of up to USD 38.6 billion of illiquid and other positions to a fund owned and controlled 
by the Swiss National Bank (SNB) as announced in the fourth quarter. However, UBS continues to hold positions 
identified as risk concentrations. In addition, UBS is exposed to the general systemic and counterparty risks that are 
exacerbated by the ongoing market crisis and related instability of financial institutions and of the financial system as 
a whole.  
 
UBS holds positions which may be adversely affected by the ongoing financial crisis and economic climate. The 
development of market conditions and the overall economic environment, as well as factors affecting particular assets, 
may lead to reductions in the market or carrying value of UBS’s assets. Although UBS’s exposure to the US mortgage 
market (including residential sub-prime, Alt-A and prime) was reduced dramatically in 2008, UBS remains exposed to 
that market, albeit on a reduced scale. In addition, certain of its monoline-insured positions are exposed to the US 
residential mortgage market as described below. The markets for most US mortgage-related securities have so far 
remained illiquid and it is impossible to determine whether and how long current market conditions will persist, or 
whether they will further deteriorate.  
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UBS relies on credit protection from third parties, including monoline insurers, that may not be effective. UBS’s 
business entails exposure to counterparty credit risk, including to monoline insurers and other providers of credit 
protection. UBS’s credit exposure to the monoline sector arises from over-the-counter (OTC) derivative contracts – 
mainly credit default swaps (CDSs) which are carried at fair value – in respect of mortgage related and 
“monolinewrapped” securities. The fair value of these CDSs – and thus UBS’s exposure to the counterparties – 
depends on the valuation and the perceived credit risk of the instrument against which protection has been bought. 
Monoline insurers have been very adversely affected by their exposure to US residential mortgage-linked products, 
resulting in credit rating downgrades and the need to raise additional capital. UBS has recorded large credit valuation 
adjustments on its claims against monoline counterparties. If the financial condition of these counterparties or their 
perceived creditworthiness deteriorates further, UBS could record further credit valuation adjustments on the CDSs 
bought from monoline insurers.  
 
UBS could also incur losses in connection with restructurings of monoline insurers, including possible losses on third 
party hedge protection which UBS may incur as a result of changes in the corporate structure of the insurers. UBS also 
trades securities issued by and derivatives related to monoline insurers, including CDSs, and the value of these 
securities and derivatives is subject to market volatility.  
 
UBS holds positions in asset classes that have been or might be negatively affected by the current market crisis. In 
2007 and 2008, UBS incurred substantial losses (realized and mark-to-market) on its holdings of securities related to 
the US residential mortgage market. The market dislocation that began in 2007 has been progressively felt in asset 
classes beyond US residential mortgages. In 2008, UBS recorded markdowns on other assets carried at fair value, 
including auction rate securities (ARS), leveraged finance commitments, commercial mortgages in the United States 
and non-US mortgageand asset-backed securities (ABSs). UBS has recorded and in the future could record negative 
fair value adjustments on these assets and on other asset classes which may be affected by the crisis in the credit 
markets. Such securities may also be wrapped by monoline insurers and therefore could give rise to losses if the 
difficulties in the monoline sector persist or increase (see the previous risk factor on monoline exposures). 
 
UBS’s inventory of ARS is likely to increase in the future as a result of its commitment to repurchase client-owned 
ARS. UBS is also exposed to the risk of losses and writedowns on its leveraged finance commitments. UBS holds 
positions related to real estate markets in countries other than the United States on which it could also suffer losses. 
These include exposures to non-US residential and commercial real estate and mortgages and non-US ABS programs. 
For example, UBS has a very substantial Swiss mortgage portfolio which is booked in Global Wealth Management & 
Business Banking. UBS is also exposed to risk when it provides financing against the affected asset classes such as in 
its prime brokerage, reverse repo and lombard lending activities.  
 
Risk factors related to UBS’s business activity  
Performance in the financial services industry depends on the economic climate – negative developments can 
adversely affect UBS’s business activities. The financial services industry prospers in conditions of economic growth, 
stable geopolitical conditions, capital markets that are transparent, liquid and buoyant and positive investor sentiment. 
An economic downturn, inflation or a severe financial crisis (as seen in 2008) can negatively affect UBS’s revenues 
and it may be unable to immediately adjust all of its costs to the resulting deterioration in market or business 
conditions.  
 
A market downturn can be precipitated by a number of factors, including geopolitical events, changes in monetary or 
fiscal policy, trade imbalances, natural disasters, pandemics, civil unrest, war or terrorism. Because financial markets 
are global and highly interconnected, even local and regional events can have widespread impact well beyond the 
countries in which they occur. A crisis could develop, regionally or globally, as a result of disruption in emerging 
markets, which are particularly susceptible to macro-economic and geopolitical developments, or as a result of the 
failure of a major market participant. As UBS’s presence and business in emerging markets increases, it becomes more 
exposed to these risks. Adverse and extreme developments of this kind have affected UBS’s businesses in a number of 
ways, and may continue to have further adverse effect on the firm’s businesses:  
 

– a general reduction in business activity and market volumes affects fees, commissions and margins from 
market-making and customer-driven transactions and activities;  

 
– a market downturn is likely to reduce the volume and valuations of assets UBS manages on behalf of clients, 

reducing its asset- and performance-based fees;  
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– reduced market liquidity limits trading and arbitrage opportunities and impedes UBS’s ability to manage risks, 
impacting both trading income and performance-based fees;  

 
– assets UBS holds for its own account as investments or trading positions could continue to fall in value;  
 
– impairments and defaults on credit exposures and on trading and investment positions could increase, and 

losses may be exacerbated by falling collateral values; and  
 
– if individual countries impose restrictions on cross-border payments or other exchange or capital controls, UBS 

could suffer losses from enforced default by counterparties, be unable to access its own assets, or be impeded in – or 
prevented from – managing its risks.  
 
The developments mentioned above can affect the performance of both the Group and its business units. As such, 
there is a risk that the carrying value of goodwill of a business unit might suffer impairments.  
 
Due to its sizeable trading inventory, trading activities and the counterparty credit risks in many of its businesses, 
UBS is dependent upon its risk management and control processes to avoid or limit potential losses. Controlled risk-
taking is a major part of the business of a financial services firm. Credit is an integral part of many of UBS’s retail, 
wealth management and Investment Bank activities. This includes lending, underwriting and derivatives businesses 
and positions. Changes in interest rates, equity prices, foreign exchange levels and other market fluctuations can 
adversely affect UBS’s earnings. Some losses from risk-taking activities are inevitable but, to be successful over time, 
UBS must balance the risks it takes with the returns it generates. It must therefore diligently identify, assess, manage 
and control its risks, not only in normal market conditions but also as they might develop under more extreme 
(“stressed”) conditions, when concentrations of exposure can lead to severe losses.  
 
As seen in 2008, UBS is not always able to prevent losses arising from extreme or sudden market events that are not 
anticipated by its risk measures and systems and affect sizeable inventory positions and therefore lead to serious 
losses. Value at Risk (VaR), a statistical measure for market risk, is derived from historical market data, and thus, by 
definition, could not have predicted the losses seen in the stressed conditions in 2008. Moreover, stress loss and 
concentration controls, and the dimensions in which UBS aggregates risk to identify potentially highly correlated 
exposures, proved to be inadequate. Notwithstanding the steps UBS has taken to strengthen its risk management and 
control framework, UBS could suffer further losses in the future if, for example:  

 
– it does not fully identify the risks in its portfolio, in particular risk concentrations and correlated risks;   
 
– its assessment of the risks identified, or its response to negative trends, proves to be inadequate or incorrect; 
 
– markets move in ways that are unexpected – in terms of their speed, direction, severity or correlation – and 

UBS’s ability to manage risks in the resultant environment is therefore restricted;  
 
– third-parties to whom UBS has credit exposure or whose securities it holds for its own account are severely 

affected by events not anticipated by UBS’s models and the bank accordingly suffers defaults and impairments beyond 
the level implied by its risk assessment; or  

 
– collateral or other security provided by its counterparties proves inadequate to cover their obligations at the 

time of their default.  
 
UBS also manages risk on behalf of its clients in its asset and wealth management businesses. Its performance in these 
activities could be harmed by the same factors. If clients suffer losses or the performance of their assets held with UBS 
is not in line with relevant benchmarks against which clients assess investment performance, UBS may suffer reduced 
fee income and a decline in assets under management or withdrawal of mandates.  
 
If UBS decided to support a fund or another investment sponsored by UBS in its asset or wealth management business 
it might, depending on the facts and circumstances, incur charges that could increase to material levels. UBS does not 
currently foresee the likelihood of material losses as a result, but the possibility cannot be definitively ruled out.  
 
Investment positions – such as equity holdings made as a part of strategic initiatives and seed investments made at the 
inception of funds managed by UBS – may also be affected by market risk factors. These investments are often not 
liquid and are generally intended or required to be held beyond a normal trading horizon. They are subject to a distinct 
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control framework. Deteriorations in the fair value of these positions would have a negative impact on UBS’s 
earnings.  
 
The valuation of certain assets relies on models. For some or all of the inputs to these models there is no observable 
source. Where possible, UBS marks its trading book assets at their quoted market price in an active market. In the 
current environment, such price information is not available for certain instruments and UBS applies valuation 
techniques to measure such instruments. Valuation techniques use “market observable inputs” where available, 
derived from similar assets in similar and active markets, from recent transaction prices for comparable items or from 
other observable market data. For positions for which some or all of the reference data is not observable or has limited 
observability, UBS uses valuation models with non-market observable inputs. There is no single market standard for 
valuation models in this area. Such models have inherent limitations; different assumptions and inputs would generate 
different results, and these differences could have a significant impact on UBS’s financial results. UBS regularly 
reviews and updates its valuation models to incorporate all factors that market participants would consider in setting a 
price, including factoring in current market conditions. Judgment is an important component of this process. Changes 
in model inputs or in the models themselves could have a material impact on UBS’s financial results.  
 
Credit ratings and liquidity and funding management are critical to UBS’s ongoing performance. Moody’s Investors 
Service, Fitch Ratings and Standard & Poor’s all lowered their long-term credit rating of UBS, on one or more times 
in 2008 and 2009. A further reduction in UBS’s credit rating could increase its funding costs, in particular with regard 
to funding from wholesale unsecured sources, and reduce access to capital markets. Some of these ratings downgrades 
have resulted, and additional reductions in the credit ratings would result, in UBS having to make additional cash 
payments or post additional collateral. These events may increase UBS’s need for funding to ensure that it will always 
have sufficient liquidity to meet liabilities when due, while reducing its ability to obtain such funding. UBS’s credit 
ratings also have an impact on the performance of UBS’s businesses. Along with UBS’s capital strength and 
reputation, both of which are described in greater detail in the risk factors below, UBS’s credit ratings contribute to 
maintaining client and counterparty confidence in UBS.  
 
Liquidity is essential to UBS’s businesses. A substantial part of UBS’s liquidity and funding requirements are met 
using short-term unsecured funding sources, including wholesale and retail deposits and the regular issuance of money 
market securities. The volume of these funding sources has generally been stable, but may change in the future due, 
among other things, to general market disruptions. Any such change could occur quickly and without notice. If such a 
change were to occur, UBS could be forced to liquidate assets, in particular from its trading portfolio, to meet 
maturing liabilities or deposit withdrawals. Given the depressed prices of many asset classes in current market 
conditions, UBS might be forced to sell assets at discounts that could adversely affect its profitability and its business 
franchises.  
 
In 2008, UBS’s credit spreads increased substantially, in line with the general trend for the financial services industry. 
If these trends continue, or if UBS maintains substantially elevated levels of liquidity for an extended period of time, 
the combination of an increase in UBS’s borrowing costs and lower margins could have an adverse impact on the 
firm’s profitability.   
 
UBS’s capital strength is important to support its client franchise. UBS’s capital position measured by the BIS capital 
ratios is and has traditionally been strong, both in absolute terms and relative to its competitors. Capital ratios are 
determined by (1) risk-weighted assets (RWAs) (balance sheet, off-balance sheet and other market and operational 
risk positions, measured and risk-weighted according to regulatory criteria) and (2) eligible capital. Both RWAs and 
eligible capital are subject to change. Eligible capital, for example, could experience a reduction in case of financial 
losses, acquired goodwill or as a result of foreign exchange movements. RWAs, on the other hand, will be driven by 
UBS’s business activities and by changes in the risk profile of these assets. They could furthermore be subject to a 
change in regulatory requirements or the interpretation thereof. For instance, substantial market volatility, a widening 
of credit spreads (the major driver of UBS’s VaR), a change in regulatory treatment of certain positions (including, but 
not limited to, the definitions of assets allocated to the trading or the banking books), stronger foreign currencies, 
increased counter-party risk or a further deterioration in the economic environment could result in a rise in RWAs or a 
change in capital requirements and thereby potentially reduce UBS’s capital ratios.  
 
Operational risks may affect UBS’s business. All UBS’s businesses are dependent on the bank’s ability to process a 
large number of complex transactions across multiple and diverse markets in different currencies, in addition to being 
subject to the many different legal and regulatory regimes of these countries. UBS’s operational risk management and 
control systems and processes are designed to ensure that the risks associated with the bank’s activities, including 
those arising from process error, failed execution, unauthorized trading, fraud, systems failure and failure of security 
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and physical protection, are appropriately controlled. If these internal controls fail or prove ineffective in identifying 
and remedying such risks, UBS could suffer operational failures that might result in losses.  
 
Legal claims and regulatory risks and restrictions arise in the conduct of UBS’s business. In the ordinary course of its 
business, UBS is subject to regulatory oversight and liability risk. It is involved in a variety of other claims, disputes 
and legal proceedings and government investigations in jurisdictions where UBS is active, including the United States 
and Switzerland. These types of proceedings expose UBS to substantial monetary damages and legal defense costs, 
injunctive relief, criminal and civil penalties and the potential for regulatory restrictions on UBS’s businesses. The 
outcome of these matters cannot be predicted and they could adversely affect UBS’s future business. Currently, UBS 
is responding to a number of government inquiries and investigations, and is involved in a number of litigations and 
disputes, related to the sub-prime crisis, sub-prime securities, and structured transactions involving sub-prime 
securities. These matters concern, among other things, UBS’s valuations, disclosures, writedowns, underwriting and 
contractual obligations.  
 
UBS has been in active dialogue with its regulators concerning remedial actions that it is taking to address deficiencies 
in its risk management and control, funding and certain other processes and systems. UBS will for some period be 
subject to increased scrutiny by the Swiss Financial Market Supervisory Authority and its other major regulators, and 
accordingly will be subject to regulatory measures that might affect the implementation of its strategic plans.  
 
UBS recently announced that it had entered into a Deferred Prosecution Agreement (DPA) with the US Department of 
Justice and a Consent Order with the US Securities and Exchange Commission in connection with its cross-border 
private banking services provided to US private clients. The US Internal Revenue Service has issued a civil summons 
seeking information concerning UBS’s cross-border business, including records located in Switzerland, and recently 
filed a petition for enforcement of this summons. It is possible that this and other governmental actions will lead to 
changes which could affect cross-border financial services and the application of Swiss financial privacy law, and this 
could adversely affect the future profitability of UBS’s cross-border banking businesses. Following disclosure of the 
US crossborder matter, moreover, it is possible that tax or regulatory authorities in various jurisdictions will focus on 
the cross-border wealth management services provided by UBS and other financial institutions. It is premature to 
speculate as to the scope or effect of any such reviews. 
 
UBS might 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, 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 comparable to UBS in their size and 
breadth. Barriers to entry in individual markets are being eroded by new technology. UBS expects these trends to 
continue and competition to increase in the future.  
 
The competitive strength and market position of UBS could be eroded if the firm is unable to identify market trends 
and developments, does not respond to them by devising and implementing adequate business strategies or  is unable 
to attract or retain the qualified people needed to carry them out. In particular, the efforts required to address the 
current market crisis and related challenges might diminish the attention UBS devotes to managing other risks 
including those arising from its competitive environment. The changes recently introduced with regard to UBS’s 
balance sheet management, funding framework and risk management and control, as well as the repositioning of the 
fixed income, currencies and commodities business, are likely to reduce the revenue contribution of certain activities 
that require substantial funding or focus on proprietary trading.  
 
Following the losses incurred in 2008, UBS very significantly reduced the variable compensation granted to its 
employees for that year. It is possible that, as a result of this reduction or other factors, key employees will be attracted 
by competitors and decide to leave UBS, or that UBS may be less successful in attracting qualified employees.  
 
UBS’s reputation is key to its business. UBS’s reputation is critical in maintaining its relationships with clients, 
investors, regulators and the general public. The reputation of UBS can be damaged, for instance, by misconduct by its 
employees, by activities of business partners over which UBS has limited or no control, by severe or prolonged 
financial losses or by uncertainty about its financial soundness and its reliability. This could result in client attrition in 
different parts of UBS’s business and could negatively impact its financial performance. Maintaining the firm’s 
reputation and addressing adverse reputational developments are therefore key factors in UBS’s risk management 
efforts.  
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UBS’s global presence exposes the bank to other risks, including currency fluctuation. UBS operates in more than 50 
countries, earns income and holds assets and liabilities in many different currencies and is subject to many different 
legal, tax and regulatory regimes.  
 
UBS’s ability to execute its global strategy depends on obtaining and maintaining local regulatory approvals. This 
includes the approval of acquisitions or other transactions and the ability to obtain and maintain the necessary licenses 
to operate in a local market. Changes in local tax laws or regulations and their enforcement may affect the ability or 
the willingness of UBS’s clients to do business with the bank, or the viability of the bank’s strategies and business 
model. In its financial accounts, UBS accrues taxes but the final effect of taxes on earnings is only determined after 
completion of tax audits (which generally takes a number of years) or the expiration of statutes of limitations. In 
addition, changes in tax laws, judicial interpretation of tax laws or policies and practices of tax authorities could have a 
material impact on taxes paid by UBS and cause the amount of taxes ultimately paid by UBS to differ from the 
amount accrued.  
 
Because UBS prepares its accounts in Swiss francs, while a substantial part of its assets, liabilities, assets under 
management, revenues and expenses are denominated in other currencies, changes in foreign exchange rates, 
particularly between the Swiss franc and the US dollar (US dollar income represents the major part of UBS’s non-
Swiss franc income) have an effect on its reported income and shareholders’ equity.  
 
Potential conflicts of interest 
The Issuer and affiliated companies may participate in transactions related to the Securities in some way, for their own 
account or for account of a client. Such transactions may not serve to benefit the Securityholders and may have a 
positive or negative effect on [the value of the Underlying] [the creditworthiness of the Reference Entity] [if 
appropriate, insert different point of reference to an Underlying comprised in this Base Prospectus: [•]] and 
consequently on the value of the Securities. Furthermore, companies affiliated with the Issuer may become 
counterparties in hedging transactions relating to obligations of the Issuer stemming from the Securities. As a result, 
conflicts of interest can arise between companies affiliated with the Issuer, as well as between these companies and 
investors, in relation to obligations regarding the calculation of the price of the Securities and other associated 
determinations. In addition, the Issuer and its affiliates may act in other capacities with regard to the Securities, such 
as calculation agent, paying agent and administrative agent and/or index sponsor. 
 
Furthermore, the Issuer and its affiliates may issue other derivative instruments relating to [the Underlying] [the 
Reference Obligations and/or the Reference Entity] [if appropriate, insert different point of reference to an Underlying 
comprised in this Base Prospectus: [•]]; introduction of such competing products may affect the value of the 
Securities. The Issuer and its affiliated companies may receive non-public information relating to [the Underlying] 
[the Reference Obligations and/or the Reference Entity] [if appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]], and neither the Issuer nor any of its affiliates undertakes to make 
this information available to Securityholders. In addition, one or more of the Issuer’s affiliated companies may publish 
research reports on [the Underlying] [the Underlyings] [the Reference Entity] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base Prospectus: [•]]. Such activities could present conflicts of interest 
and may affect the value of the Securities. 
 
Within the context of the offering and sale of the Securities, the Issuer or any of its affiliates may directly or indirectly 
pay fees in varying amounts to third parties, such as distributors or investment advisors, or receive payment of fees in 
varying amounts, including those levied in association with the distribution of the Securities, from third parties. 
Potential investors should be aware that the Issuer may retain fees in part or in full. The [Issuer] [or, as the case may 
be, the] [Manager[s]], upon request, will provide information on the amount of these fees. 
 
 
II. Security specific Risks 
Investing in the Securities involves certain risks. Among others, these risks may take the form of equity market, 
commodity market, bond market, foreign exchange, interest rate, market volatility and economic and political risks 
and any combination of these and other risks. The important risks are presented briefly below. Prospective investors 
should be experienced with regard to transactions in instruments such as the Securities and in [the Underlying] [the 
Reference Obligations] [if appropriate, insert different point of reference to an Underlying comprised in this Base 
Prospectus: [•]]. Prospective investors should understand the risks associated with an investment in the 
Securities and shall only reach an investment decision, after careful considerations with their legal, tax, 
financial and other advisors of (i) the suitability of an investment in the Securities in the light of their own 
particular financial, fiscal and other circumstances; (ii) the information set out in this document and (iii) [the 



 

 

 

UBS AG Base Prospectus 

 

34

Underlying] [if appropriate, insert different point of reference to an Underlying comprised in this Base 
Prospectus: [•]]. An investment in the Securities should only be made after assessing the direction, timing and 
magnitude of potential future changes in [the value of the Underlying] [the creditworthiness of the Reference Entity] 
[if appropriate, insert different point of reference to an Underlying comprised in this Base Prospectus: [•]], as the 
return of any such investment will be dependent, inter alia, upon such changes. More than one risk factor may have 
simultaneous effects with regard to the Securities, so that the effect of a particular risk factor is not predictable. In 
addition, more than one risk factor may have a compounding effect which may not be predictable. No assurance can 
be given with regard to the effect that any combination of risk factors may have on the value of the Securities. 
 
Moreover, one of the key features of the Warrants is its so-called “Leverage” Effect: Any change in [the value of the 
Underlying] [the creditworthiness of the Reference Entity] [if appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] may result in a disproportionate change in the value of the 
Warrant. The Warrants, consequently, also involve disproportionate loss exposure, if [the price of the Underlying] 
[the value of the Reference Obligations and/or creditworthiness of the Reference Entity] [if appropriate, insert 
different point of reference to an Underlying comprised in this Base Prospectus: [•]] develops unfavourably. 
Therefore, when buying a certain Warrant, it should be noted that the higher the leverage effect of a warrant, the 
higher the loss exposure involved. In addition, it should be noted that, typically, the shorter the (remaining) maturity of 
the Warrant, the higher the leverage effect.  
 
Prospective investors of the Securities should recognise that the Securities constitute a risk investment which can 
lead to a total loss of their investment in the Securities. [Even when the Securities are capital protected at maturity to 
the extent of the [relevant] Minimum Repayment Amount and, hence, the risk of a loss is initially limited, the investor 
bears the risk of the Issuer’s financial situation worsening.] Potential investors must therefore be prepared and able to 
sustain a partial or even a total loss of the invested capital. Any investors interested in purchasing the Securities 
should assess their financial situation, to ensure that they are in a position to bear the risks of loss connected with the 
Securities. 
 
The Securityholders shall not be entitled to any interim payments. None of the Securities vests a right to payment of 
fixed or variable interest or dividends and, as such, they generate no regular income. Therefore, potential reductions 
in the value of the Securities cannot be offset by any other income from the Securities. 
 
It is expressly recommended that potential investors familiarise themselves with the specific risk profile of the 
product type described in this Prospectus and seek the advice of a professional, if necessary. 
 
1. Entitlement under the Warrants 

With the purchase of each (1) Warrant, the investor acquires the right, under certain conditions and as 
provided for in the Conditions of the Warrants, to demand from the Issuer the payment of a Redemption 
Amount in the Settlement Currency [multiplied by the Participation Rate] [multiplied by the Leverage 
Factor] [multiplied by the Conversion Ratio] depending on [the performance of [the Underlying] [if 
appropriate, insert different point of reference to an Underlying comprised in this Base Prospectus: [•]]] [the 
occurrence of a Credit Event] (the “Settlement Amount”) [in case of physical settlement add the following 
text: or, as the case may be, delivery of the Physical Underlying in a number as expressed by the Conversion 
Ratio] (the “Option Right”).  
 
[If applicable, insert further description of the Option Right: [•].] 
 
[in case of a capital protected Minimum Repayment Amount add the following text: The Redemption Amount 
is, in any case, equal to the capital protected Minimum Repayment Amount.]  
 
[in case of a capital protected Minimum Repayment Amount and of a Cap Amount add the following 
text: The Redemption Amount is, in any case, equal to the capital protected Minimum Repayment Amount, 
however, capped, to the Cap Amount.]  
 
[in case of a Cap Amount add the following text: The Redemption Amount is, however, capped, to the Cap 
Amount.] 
 
The Securityholders shall not be entitled to any interim payments. None of the Securities vests a right to 
payment of fixed or variable interest or dividends and, as such, they generate no regular income.  
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[in case of special features of the option structure, the following paragraph applies: 
2. Further features of the warrant structure 

Prior to investing in the Securities, prospective investors should note that the following special features of the 
Warrants may have an impact on the value of the Securities or, as the case may be, on any amount, if any, 
payable according to the Conditions of the Warrants [in case of physical settlement insert the following text: 
or, as the case may be, on the value of the Physical Underlying [to be delivered in a number as expressed by 
the Conversion Ratio]] and that the Securities accordingly have special risk profiles:] 

 
 

[in case of Credit Linked Warrants the following paragraph applies:  
 Dependency on the occurrence of a Credit Event  

Credit Linked Warrants differ from ordinary debt securities in that the amount, if any, payable according to 
the Conditions of the Warrants is dependent on whether a Credit Event has occurred and that payments 
(whether at maturity or earlier) will be triggered by the occurrence or non-occurrence of a Credit Event and 
that this may be less than the full amount of the Securityholder's initial investment and result in 
Securityholders not receiving repayment of the Issue Price or, as the case may be, the purchase price invested 
by the Securityholder.  
 
In case of the non-occurrence of a Credit Event, the Credit Linked Warrants expire worthless or, as the case 
may be, and as specified in the relevant Final Terms, the Securityholder receives a cash amount, if any, which 
is in any case less than the amount initially invested. In this case, Securityholders do not have any right of 
recourse against the Reference Entity or the Issuer to cover their losses. In particular, the occurrence of a 
Credit Event, and as specified in the Conditions of the Warrants and/or the relevant Final Terms, may not be 
determined retrospectively, i.e. after the end of the term of the Credit Linked Warrants. The risk of Credit 
Linked Warrants is, consequently, comparable to a “protection” against the occurrence of a Credit Event in 
relation to the Reference Entity, where the Securityholder of a Credit Linked Warrant is also exposed to the 
Issuer’s credit risk. Thus, Securityholders are exposed to the credit risk of the Issuer as well as to the credit 
risk of the Reference Entity.  

 
Credit Linked Warrants are neither guaranteed by the Reference Entity nor are Credit Linked Warrants 
secured by any obligations of the Reference Entity.  
 
If an event occurs which positively influences the creditworthiness of a Reference Entity, the value of the 
Credit Linked Warrants may decrease. Therefore, Securityholders who sell their Credit Linked Warrants at 
such point in time may sustain a material loss of their invested capital. 
 
[If appropriate, inser alternative or further information on the Credit Linked Warrant-specific risk: [•]] 

 
 
[in case of a Participation Rate or a Leverage Factor, as the case may be, the following paragraph applies: 
 Extent of participation in the performance [of the Underlying] [of the Reference Entity] [if appropriate, 

insert different point of reference to an Underlying comprised in this Base Prospectus: [•]]  
The application of [the Participation Rate] [the Leverage Factor] within the determination of the Option 
Right results in the Warrants being in economic terms similar to a direct investment [in the Underlying] [in 
the Reference Obligations of the Reference Entity] [if appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]], but being nonetheless not fully comparable with such a 
direct investment, in particular because the Securityholders do not participate in the relevant performance by 
a 1:1 ratio, but [by the lower proportion of [the Participation Rate] [the Leverage Factor] only] [by the 
higher proportion of [the Participation Rate] [the Leverage Factor]]. Accordingly the Securityholder 
participates [in a possible increase in [the value] [of the Underlying] [the creditworthiness of the Reference 
Entity] [if appropriate, insert different point of reference to an Underlying comprised in this Base 
Prospectus: [•]] under proportionally only due to the lower proportion of [the Participation Rate] [the 
Leverage Factor].] [in a possible decrease in [the value] [of the Underlying] [the creditworthiness of the 
Reference Entity] [if appropriate, insert different point of reference to an Underlying comprised in this Base 
Prospectus: [•]] over proportionally only due to the higher proportion of [the Participation Rate] [the 
Leverage Factor].]] 
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[in case of a Conversion Ratio, the following paragraph applies: 
 Extent of participation in the performance [of the Underlying] [of the Reference Entity] [if appropriate, 

insert different point of reference to an Underlying comprised in this Base Prospectus:: [•]]  
 The application of the Conversion Ratio within the determination of the Option Right results in the Warrants 

being in economic terms similar to a direct investment [in the Underlying] [in the Reference Obligations of 
the Reference Entity] [if appropriate, insert different point of reference to an Underlying comprised in this 
Base Prospectus: [•]], but being nonetheless not fully comparable with such a direct investment, in particular 
because the Securityholders do not participate in the relevant performance by a 1:1 ratio, but by the 
proportion of the Conversion Ratio.] 

 
 
[in case of a reverse structure, the following paragraph applies: 
 Effect of the reverse structure 

Prospective investors should [furthermore] consider that the Warrants provide for a so-called reverse 
structure and that, hence, the Securities (irrespective of the other features attached to the Securities or of any 
other factors, which may be relevant for the value of the Securities) depreciate in value, if the price of [the 
Underlying] [if appropriate, insert different point of reference to an Underlying comprised in this Base 
Prospectus: [•]] increases or, as the case may be, appreciates in value, if the price of [the Underlying] [if 
appropriate, insert different point of reference to an Underlying comprised in this Base Prospectus: [•]] 
decreases. [Consequently, there is a risk of a loss of the invested capital up to the [relevant] Minimum 
Repayment Amount, if the price of [the Underlying] [if appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] increases correlatively.] In addition, the potential return 
under each Security is, as a principle rule, limited, since the negative performance of [the Underlying] [if 
appropriate, insert different point of reference to an Underlying comprised in this Base Prospectus: [•]] may 
not exceed 100 %.] 

 
 
[in case of an express structure, the following paragraph applies: 
 Effect of the express structure 

Prospective investors should [furthermore] consider that the Warrants may according to the Conditions of the 
Warrants and under certain circumstances expire prior to the Expiration Date without any statement by the 
Issuer or the Securityholder being required, so-called express structure. In case the Warrants expire prior to 
the Expiration Date, the Securityholder is entitled to demand the payment of an amount in relation to the 
early expiration. However, the Securityholder is not entitled to request any further payments on the Warrants 
[in case of physical settlement insert additional following text: or, as the case may be, the delivery of the 
Physical Underlying] after the Early Expiration Date. 
 
The Securityholder, therefore, bears the risk of not participating in the performance of [the Underlying] [of 
the Reference Obligations of the Reference Entity] [if appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] to the expected extent and during the expected period 
[and, therefore, receives less than its capital invested]. 
 
In case of an early expiration of the Warrants, the Securityholder also bears the so-called risk of reinvestment. 
The Securityholder may be able to re-invest any amount paid by the Issuer in case of an early expiration, if 
any, at market conditions, which are less favourable than those existing prevailing at the time of the 
acquisition of the Securities.] 

 
 
[in case of certain thresholds or limits, the following paragraph applies: 
 Effect of the application of [certain thresholds or limits] [if appropriate, insert description of the 

thresholds and limits: [•]] 
 Prospective investors should [furthermore] consider that the Redemption Amount [in case of physical 

settlement insert the additional following text: or, as the case may be, the value of the Physical Underlying [to 
be delivered in a number as expressed by the Conversion Ratio]], if any, under the Warrants depends on 
whether [the Price [or, as the case may be, the Settlement Price] of [the Underlying] [if appropriate, insert 
different point of reference to an Underlying comprised in this Base Prospectus: [•]]] [the creditworthiness of 
the Reference Entity] [equals and/or falls below respectively exceeds] [if appropriate, insert different 
precondition(s): [•]] [the Kick Out Level] [the Floor] [the Rating Threshold] [if appropriate, insert different 
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threshold or limit: [•]] [or, as the case may be [if appropriate, insert further threshold(s) or limit(s): [•]] at a 
[respective] given time or within a [respective] given period as determined by the Conditions of the Warrants.  

 
 Only provided that the relevant threshold or limit has not been [reached and/or fallen below respectively 

exceeded] at the time or period as determined by the Conditions of the Warrants [if appropriate, insert 
different precondition(s): [•]], the holder of a Warrant receives [at least] [an amount, pre-determined in the 
Conditions of the Warrants] [if appropriate, insert different amount: [•]] as Settlement Amount. Otherwise the 
Securityholder participates in the performance of [the Underlying] [of the Reference Obligations of the 
Reference Entity] [if appropriate, insert different point of reference to an Underlying comprised in this Base 
Prospectus: [•]] and, therefore, bears the risks of a loss of the invested capital up to the [relevant] Minimum 
Repayment Amount.] 

 
 
[in case of a Cap Amount, the following paragraph applies: 
 Limitation of potential profits to the Cap Amount 

Prospective investors should [furthermore] consider that the Redemption Amount [in case of physical 
settlement insert the additional following text: or, as the case may be, the value of the Physical Underlying [to 
be delivered in a number as expressed by the Conversion Ratio]], if any, under the Warrants is limited to the 
Cap Amount as determined prescribed in the Conditions of the Warrants. In contrast to a direct investment in 
[the Underlying] [the Reference Obligations of the Reference Entity] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base Prospectus: [•]] the potential profit of the Warrants is, 
therefore, limited to the Cap Amount.] 

 
 
[in case of a Relevant Underlying the following paragraph applies: 
 Consequence of the linkage to the Relevant Underlying 

The calculation of the level of the Redemption Amount [in case of physical settlement insert the additional 
following text: or, as the case may be, the value of the Physical Underlying [to be delivered in a number as 
expressed by the Conversion Ratio]], solely refers to the performance of the Relevant Underlying and, 
thereby, to the Underlying, [showing the worst performance during the Observation Period] [if appropriate, 
insert different determination of the Relevant Underlying: [•]]  
 
Prospective investors should, consequently, be aware that compared to Securities, which refer to only one 
underlying, the Warrants show a higher exposure to loss. This risk may not be reduced by a [positive] 
[negative] performance of the remaining Underlyings, because the remaining Underlyings are not taken into 
account when calculating the level of the Redemption Amount [in case of physical settlement insert the 
additional following text: or, as the case may be, the value of the Physical Underlying [to be delivered in a 
number as expressed by the Conversion Ratio]].] 

 
 
[in case of a Basket as an Underlying or in case of a portfolio of Underlyings, the following paragraph applies: 

Consequence of the linkage to [a basket as the Underlying] [a portfolio of Underlyings] 
The Warrants have the special feature that the calculation of the level of the Redemption Amount [in case of 
physical settlement insert the additional following text: or, as the case may be, the value of the Physical 
Underlying [to be delivered in a number as expressed by the Conversion Ratio]] depends on the performance 
of [a Basket comprising the Basket Components] [a Portfolio comprising the Underlyings]. At the same time, 
also the degree of [the Basket Components’] [the Underlyings’] dependency from each other, so-called 
correlation, is of importance when calculating the level of the Redemption Amount [in case of physical 
settlement insert the additional following text: or, as the case may be, the value of the Physical Underlying [to 
be delivered in a number as expressed by the Conversion Ratio]]. 
 
[As all [the Basket Components] [the Underlyings] derive from [the same economy sector] [the same country] 
[if appropriate, insert different point of reference: [•]] the development of [the Basket Components] [the 
Underlyings] therefore depends on the development of [a single economy sector] [a single country] [if 
appropriate, insert different point of reference: [•]]. That implies that in case of an unfavourable 
development of [a single economy sector] [a single country] [if appropriate, insert different point of 
reference: [•]], which is represented by [the Basket comprising the Basket Components] [the Portfolio 
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comprising the Underlyings], [the Basket] [the Portfolio] may be affected over proportionally by this 
unfavourable development.]] 

 
 
[in case of physical settlement, the following paragraph applies: 
 Effect of a possible delivery of a Physical Underlying 
 As far as the Conditions of the Warrants provide for settlement through physical delivery, prospective 

investors in the Warrants should consider that upon maturity or, as the case may be, expiration of the 
Securities, no payment of a Redemption Amount, but the delivery, if any, of the Physical Underlying as 
described in the Conditions of the Warrants in the relevant number [as expressed by the Conversion Ratio] 
will occur. Potential investors should, hence, consider that, in case of a redemption of the Warrants by 
physical delivery of the Physical Underlying in the relevant number [as expressed by the Conversion Ratio], 
investors do not receive any cash amount [, but a right to the relevant security, which is transferable 
according to the conditions of the relevant depository system] [if appropriate, insert different Physical 
Underlying: [•]]. 

 
 As in such case the Securityholders of the Warrants are exposed to the issuer- and security-specific risks 

related to the Physical Underlying, potential investors in the Warrants should make themselves familiar with 
the Physical Underlying, to be delivered, if any, before purchasing the Warrants. Moreover, investors should 
not rely on being able to sell the Physical Underlying after redemption of the Securities at a certain price, in 
particular not at a price, which corresponds to the capital invested for the acquisition of the Warrants. The 
Physical Underlying delivered in the relevant number can, under certain circumstances, possibly have a very 
low or even no value. In such case the Securityholders bear the risk of a total loss of the capital invested for 
purchasing the Warrants (including the transaction costs).  

 
Potential investors in the Warrants should also consider that possible fluctuations in the price of the Physical 
Underlying between the end of the term of the Securities and the actual delivery of the Physical Underlying 
on Settlement Date remain with the Securityholder. Any decrease in value of the Physical Underlying after 
the end of the term of the Securities has to be borne by the Securityholder.] 
 
 

[in case of an exchange rate risk, the following paragraph applies: 
 Exchange rate risk 

[The Securityholder’s right vested in the Warrants is determined on the basis of a currency other than the 
Settlement Currency, currency unit or calculation unit,] [.] [and also the value] [[The value] of [the 
Underlying] [the Reference Obligations of the Reference Entity] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base Prospectus: [•]] is determined in such a currency other 
than the Settlement Currency, currency unit or calculation unit]. Potential investors should, therefore, be 
aware that investments in these Securities could entail risks due to fluctuating exchange rates, and that the 
risk of loss does not depend solely on the performance of [the Underlying] [the Reference Obligations of the 
Reference Entity] [if appropriate, insert different point of reference to an Underlying comprised in this Base 
Prospectus: [•]], but also on unfavourable developments in the value of the foreign currency, currency unit or 
calculation unit. 
 
Such developments can additionally increase the Securityholders’ exposure to losses, because an 
unfavourable performance of the relevant currency exchange rate may correspondingly decrease the value of 
the purchased Warrants during their term or, as the case may be, the level of the Redemption Amount [in case 
of physical settlement insert the additional following text: or, as the case may be, the value of the Physical 
Underlying [to be delivered in a number as expressed by the Conversion Ratio]]. Currency exchange rates are 
determined by factors of offer and demand on the international currency exchange markets, which are 
themselves exposed to economic factors, speculations and measures by governments and central banks (for 
example monetary controls or restrictions).] 

 
 
[in case of Warrants linked to currency exchange rates, commodities or precious metals, the following paragraph 
applies: 
 Special Features of Warrants on [currency exchange rates] [,] [commodities] [or] [precious metals] 

In cases of [currency exchange rates] [,] [or, as the case may be,] [commodities] [or, as the case may be,] 
[precious metals] used as [the Underlying] [if appropriate, insert different point of reference to an 
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Underlying comprised in this Base Prospectus: [•]], it should be noted that the values are traded 24 hours a 
day through the time zones of Australia, Asia, Europe and America. Potential investors of the Securities 
should, therefore, be aware that a relevant [limit] [threshold] described in the Conditions of the 
Warrants, may be reached, exceeded or fallen short at any time and even outside of local or the 
business hours of the Issuer, the Calculation Agent or the Manager(s).  
 
Potential investors of the Securities should also be aware that physical settlement of [the Underlying] [if 
appropriate, insert different point of reference to an Underlying comprised in this Base Prospectus: [•]] in 
the form of [currency exchange rates] [and] [or] [commodities] [and] [or] [precious metals] is excluded in 
any case.] 

 
 
[in case of a capital protection, the following paragraph applies: 
 The capital protection only applies at the end of the term of the Securities 

The Securities are as at the end of their term capital protected to the extent of the [relevant] Minimum 
Repayment Amount [(without consideration of the Offering Premium)], i.e. the investor receives at the end of 
the term disregarding the actual performance of [the Underlying] [the Reference Obligations of the Reference 
Entity] [if appropriate, insert different point of reference to an Underlying comprised in this Base 
Prospectus: [•]] in any case the [relevant] Minimum Repayment Amount. If an investor acquires the Securities 
after the issue at a price, which is higher than the [relevant] Minimum Repayment Amount, the prospective 
investor should be aware that the [proportional] capital protection only refers to the lower [relevant] 
Minimum Repayment Amount. In this context, it has to be considered that the capital protection only applies 
at the end of the term [, i.e. provided that the Securities have not been terminated].  
 
The cash amount to be paid [in case of physical settlement insert the additional following text: or, as the case 
may be, the value of the Physical Underlying [to be delivered in a number as expressed by the Conversion 
Ratio]] in case of an early redemption of the Securities can be considerably below the amount, which would 
be payable as a minimum at the end of the term of the Securities, where the capital protection applies to the 
extent of the [relevant] Minimum Repayment Amount. 
 
Potential investors of the Securities should furthermore recognise that despite the capital protection to the 
extent of the [relevant] Minimum Repayment Amount, the investor bears the risk of the Issuer’s financial 
ability. Prospective investors must therefore be prepared and able to sustain a partial or even a total loss of 
the capital invested. Purchasers of the Securities should in any case assess their financial situation, to ensure 
that they are in a position to bear the risks of loss connected with the Securities.] 

 
 
[in case of a limitation of the exercise right, the following paragraph applies: 
 Limitation of the exercise of the Option Right by the Securityholders 

The Securityholder’s right vested in the Warrants, which are directly or indirectly based on German equities 
as [the Underlying] [if appropriate, insert different point of reference to an Underlying comprised in this 
Base Prospectus: [•]], may, in accordance with the Conditions of the Warrants, not be exercised on certain 
days, i.e. on the day, on which the shareholders’ general meeting of the German stock corporation, the share 
of which is used for the purposes of the Warrants, takes place, and on the [Underlying] [Basket Component] 
Calculation Date (ex dividend day) immediately preceding such day. [In addition, the Conditions of the 
Warrants stipulate that the Warrants may be exercised by the Securityholders on certain dates only. In the 
event that the Exercise Notice is not duly received by this Exercise Date, the Securities cannot be exercised 
until the next exercise date stated in the Conditions of the Warrants.]] 

 
 

[in case of a limitation of the Minimum Exercise Size, the following paragraph applies: 
 Limitation of the exercise of the Option Right by the Securityholders by Minimum Exercise Size 

Any Securityholder of the Warrants, must in accordance with the Conditions of the Warrants tender a 
specified minimum number of the Warrants, in order to exercise the Option Right vested in the Warrants, so-
called Minimum Exercise Size. Holders with fewer than the specified Minimum Exercise Size of Securities 
will, therefore, either have to sell their Warrants or purchase additional Warrants (incurring transaction costs 
in each case).]  

 
[if appropriate, insert alternative or further structure-specific risk factors: [•].] 
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[in case of a termination and early redemption at the option of the Issuer, the following paragraph applies: 
[3.] [•.] Termination and Early Redemption at the option of the Issuer 

Potential investors in the Securities should furthermore be aware that the Issuer is [in case of the occurrence 
of a Termination Event] [or, as the case may be, under certain different circumstances] [at any time, i.e. even 
without the occurrence of a certain termination event], pursuant to the Conditions of the Warrants, entitled to 
terminated and redeem the Securities in total prior to Expiration Date. [In case of shares as the Underlying or 
Basket Component, as the case may be, add the following text: The Issuer is pursuant to the Conditions of the 
Warrants also entitled for termination, if the liquidity of the shares of the affected company is, in the Issuer’s 
opinion, significantly affected by a take-over of the relevant shares, even without the occurrence of a 
delisting.] In case the Issuer terminates and redeems the Securities prior to Expiration Date, the 
Securityholder is entitled to demand the payment of an amount in relation to this early redemption. However, 
the Securityholder is not entitled to request any further payments on the Warrants after the Termination Date 
[or the Tax Termination Date, as the case my be].]  
 
The Securityholder, therefore, bears the risk of not participating in the performance of [the Underlying] [the 
Reference Obligations of the Reference Entity] [if appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] to the expected extent and during the expected period 
[and, therefore, receives less than its capital invested]. 
 
In case of a termination the Issuer shall pay to each Securityholder an amount in the Settlement Currency 
with respect to each Security held by it, which is determined by the Calculation Agent at its reasonable 
discretion [in case of German law governed Warrants: pursuant to § 317 of the BGB] and, if applicable, 
considering [the then prevailing Price of the Underlying] [if appropriate, insert different point of reference to 
an Underlying comprised in this Base Prospectus: [•]] and the expenses of the Issuer caused by the 
termination, as the fair market price of a Security at the occurrence of the termination. When determining a 
fair market price of a Security, the Issuer is entitled to consider all factors, including any adjustments of 
Option Contracts on [the Underlying] [if appropriate, insert different point of reference to an Underlying 
comprised in this Base Prospectus: [•]], without being bound to any third party measures or assessments, in 
particular any measures or assessments of any futures or options exchange. Due to the fact the Calculation 
Agent may take into consideration the market factors it considers to be relevant at its reasonable discretion [in 
case of German law governed Warrants: pursuant to § 317 of the BGB] without being bound to third party 
measures or assessments, it can not be excluded that the amount determined by the Issuer at its reasonable 
discretion as the fair market price of the Security at the occurrence of the termination – and, hence, the 
[Termination Amount] [or, as the case may be, the Tax Termination Amount] - can differ from the market 
price of comparable Securities relating to [the Underlying] [if appropriate, insert different point of reference 
to an Underlying comprised in this Base Prospectus: [•]] as determined by a third party. 
 
In case of a termination of the Securities by the Issuer, the Securityholder bears the risk of a reinvestment, i.e. 
the investor bears the risk that it will have to re-invest [the Termination Amount] [or, as the case may be, the 
Tax Termination Amount], if any, paid by the Issuer in case of termination at market conditions, which are 
less favourable than those existing prevailing at the time of the acquisition of the Securities.] 
 
 

[4.] [•.] No termination right of the Securityholders 
The Securityholders do not have a termination right and the Securities may, hence, not be terminated by the 
Securityholders during their term. Prior to the maturity of the Securities the realisation of the economic value 
of the Securities (or parts thereof), if any, is, consequently and except for the Issuer’s termination and early 
redemption of the Securities [or an exercise of the Option Right by the Securityholders in accordance with the 
Conditions of the Warrants], only possible by way of selling the Securities. 
 
The selling of the Securities requires that market participants are willing to acquire the Securities at a certain 
price. In case that no market participants are readily available, the value of the Securities may not be realised. 
The Issuer is not obligated under the issuance of these Securities towards the Securityholders to compensate 
for or to repurchase the Securities. 
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[5.] [•.] Possible decline in the Price of [the Underlying] [if appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] after termination of the Securities 
In the event that the term of the Securities is terminated early by the Issuer pursuant to the Conditions of the 
Warrants, potential investors of the Securities should note that any negative performance of [the Price of the 
Underlying] [if appropriate, insert different point of reference to an Underlying comprised in this Base 
Prospectus: [•]] between the announcement of the termination by the Issuer and the determination of [the 
Price of the Underlying] [if appropriate, insert different point of reference to an Underlying comprised in this 
Base Prospectus: [•]] relevant for calculation of the then payable Termination Amount [or the Tax 
Termination Amount, as the case may be,] are borne by the Securityholders. 
 
 

[6.] [•.] Adverse Impact of adjustments of the Option Right 
In case of the occurrence of a potential adjustment event, the Issuer shall be entitled to effect adjustments 
according to the Conditions of the Warrants. These adjustments might have a negative impact on the value of 
the Securities. 
 
 

[7.] [•.] Other factors affecting the value 
The value of a Security is determined not only by changes in [the price of] [the Underlying] [if appropriate, 
insert different point of reference to an Underlying comprised in this Base Prospectus: [•]] [the value of the 
Reference Obligations and/or the creditworthiness of the Reference Entity], but also by a number of other 
factors. Since several risk factors may have simultaneous effects on the Securities, the effect of a particular 
risk factor cannot be predicted. In addition, several risk factors may have a compounding effect which may 
not be predictable. No assurance can be given with regard to the effect that any combination of risk factors 
may have on the value of the Securities. 
 
These factors include the Term of the Securities, the frequency and intensity of price fluctuations (volatility), 
as well as the prevailing interest rate and dividend levels. A decline in the value of the Security may therefore 
occur even if [the price of] [the Underlying] [if appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] [the value of the Reference Obligations and/or the 
creditworthiness of the Reference Entity] remain[s] constant. 
 
Prospective investors of the Securities should be aware that an investment in the Securities involves a 
valuation risk with regard to [the Underlying] [the Reference Obligations and the creditworthiness of the 
Reference Entity] [if appropriate, insert different point of reference to an Underlying comprised in this Base 
Prospectus: [•]]. They should have experience with transactions in securities with a value derived from [the 
Underlying] [the Reference Obligations and/or the creditworthiness of the Reference Entity] [if appropriate, 
insert different point of reference to an Underlying comprised in this Base Prospectus: [•]]. The value of [the 
Underlying] [the value of the Reference Obligations and the creditworthiness of the Reference Entity] [if 
appropriate, insert different point of reference to an Underlying comprised in this Base Prospectus: [•]] may 
vary over time and may increase or decrease by reference to a variety of factors which may include UBS 
corporate action, macro economic factors and speculation. [If [the Underlying] [if appropriate, insert 
different point of reference to an Underlying comprised in this Base Prospectus: [•]] comprises a basket of 
various assets, fluctuations in the value of any one asset may be offset or intensified by fluctuations in the 
value of other basket components.] In addition, the historical performance of [the Underlying] [the Reference 
Obligations and/or the creditworthiness of the Reference Entity] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base Prospectus: [•]] is not an indication of its future 
performance. Changes in [the market price of] [the Underlying] [the value of the Reference Obligations 
and/or the creditworthiness of the Reference Entity] [if appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] will affect the trading price of the Securities, and it is 
impossible to predict whether [the market price of] [the Underlying] [the value of the Reference Obligations 
and/or the creditworthiness of the Reference Entity] [if appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] will rise or fall [or improve or worsen, respectively]. 

 
 
[8.] [•.] Effect of ancillary costs 

Commissions and other transaction costs incurred in connection with the purchase or sale of Securities may 
result in charges, particularly in combination with a low order value, which can substantially reduce any 
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settlement amount, if any, to be paid under the Securities. Before acquiring a Security, prospective 
investors should therefore inform themselves of all costs incurred through the purchase or sale of the 
Security, including any costs charged by their custodian banks upon purchase and maturity of the Securities. 

 
 
[9.] [•.] Transactions to offset or limit risk 

Prospective investors of the Securities should not rely on the ability to conclude transactions at any time 
during the Term of the Securities that will allow them to offset or limit relevant risks. This depends on the 
market situation and the prevailing conditions. Transactions designed to offset or limit risks might only be 
possible at an unfavourable market price that will entail a loss for investors. 

 
 
[10.] [•.]  Trading in the Securities / Illiquidity 

It is not possible to predict if and to what extent a secondary market may develop in the Securities or at what 
price the Securities will trade in the secondary market or whether such market will be liquid or illiquid.  
 
If so specified in this Prospectus, applications will be or have been made to the Security Exchange[s] 
specified for admission or listing of the Securities. If the Securities are admitted or listed, no assurance is 
given that any such admission or listing will be maintained. The fact that the Securities are admitted to 
trading or listed does not necessarily denote greater liquidity than if this were not the case. If the Securities 
are not listed or traded on any exchange, pricing information for the Securities may be more difficult to 
obtain and the liquidity of the Securities may be adversely affected. The liquidity of the Securities may also 
be affected by restrictions on the purchase and sale of the Securities in some jurisdictions. Additionally, the 
Issuer has the right (but no obligation) to purchase Securities at any time and at any price in the open market 
or by tender or private agreement. Any Securities so purchased may be held or resold or surrendered for 
cancellation. 
 
[in case of a Subscription Period, the following paragraph applies: In addition, it cannot be excluded that the 
number of subscribed Securities is less than the Issue Size of the Securities. There is the risk that due to the 
low volume of subscriptions in the Securities the liquidity of the Securities is lower than if all Securities were 
subscribed by investors.] 
 
[in case that no Subscription Period is intended, the following paragraph applies: In addition, it cannot be 
excluded that the number of Securities sold by the Manager[s] is less than the Issue Size of the Securities. 
There is the risk that due to the low volume of sold Securities the liquidity of the Securities is lower than if all 
Securities were sold by the Manager[s].] 
 
The Manager[s] intend[s], under normal market conditions, to provide bid and offer prices for the Securities 
of an issue on a regular basis. However, the Manager[s] make[s] no firm commitment to the Issuer to provide 
liquidity by means of bid and offer prices for the Securities, and assumes no legal obligation to quote any 
such prices or with respect to the level or determination of such prices. Potential investors therefore should 
not rely on the ability to sell Securities at a specific time or at a specific price. 

 
 
[11.] [•.] Representation and Custody of the Securities 

[in case of Warrants represented in a permanent global note, insert the following text: The Securities issued 
are represented by one or more Permanent Global Note(s). The Permanent Global Note is kept in custody [by 
the Depositary Agent on behalf of the Clearing Agent] [by the Clearing Agent] in accordance with the 
applicable rules and regulations of the [Depository Agent and the Clearing Agent] [Clearing Agent]. The 
Securities are transferable as co-ownership interests in the Permanent Global Note in accordance with the 
relevant CA Rules and may be transferred within the collective securities settlement procedure in the 
Minimum Trading Size only. Such transfer becoming effective upon registration of the transfer in the records 
of the Clearing Agent. Securityholders will have to rely on the procedures of [the Depositary Agent and the 
Clearing Agent] [the Clearing Agent] for transfer, payment and communication with the Issuer. 
Securityholders are not entitled to request the delivery of definitive Securities.] 
 
[in case of Warrants issued in uncertificated and dematerialised form to be registered in book-entry form at 
the Clearing Agent insert the following text: The Warrants are issued in uncertificated and dematerialised 
book-entry form, and registered at the Clearing Agent for clearance and settlement. No physical notes, such 
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as global temporary or permanent notes or definitive securities will be issued in respect of the Warrants. The 
Securities are transferable in accordance with the relevant CA Rules [and may be transferred in the Minimum 
Trading Size only]. Such transfer becoming effective upon registration of the transfer in the records of the 
Clearing Agent. Securityholders will have to rely on the procedures of the Clearing Agent for transfer, 
payment and communication with the Issuer. Securityholders are not entitled to request the delivery of 
definitive securities. The Issuer shall be entitled to obtain from the Clearing Agent information based on the 
Clearing Agent’s register regarding the Securies for the purpose of performing its obligations pursuant to the 
Warrants.]  
 
[in case of Warrants issued as Book-entry Securities (nicht-verurkundete Wertrechte) under Swiss law insert 
the following text: The Securities issued are issued as book-entry securities (nicht-verurkundete Wertrechte) 
under Swiss law. The Book-entry Securities will be booked in the clearing system of SIS in accordance with 
an agreement between SIS and the Issuer, according to which SIS maintains publicly available records of the 
total volume of Book-entry Securities issued for a certain series of Warrants. The Securityholder’s 
entitlement to the Book-entry Securities is based on his/her relevant custody account statement. 
Securityholders will not be entitled to request to receive definitive securities. Book-entry Securities may not 
be assigned or transferred except through transactions settled through SIS in accordance with its relevant 
rules and procedures.] 
 
[in case of Warrants issued as Intermediated Securities under Swiss law insert the following text: The 
Securities issued are formed as Intermediated Securities (upon entry into force of the Intermediated Securities 
Act) and are registered with an intermediary in accordance with articles 4 and 6 Intermediated Securities Act 
(such as banks and securities dealers; Verwahrungsstelle; “Intermediary”). Securityholders are not entitled 
to request delivery of definitive securities, neither in the form of book-entry securities (Wertrechte) pursuant 
to article 973c Swiss Code of Obligations (Schweizerisches Obligationenrecht; “SCO”) (“New Book-entry 
Securities”) nor as actual securities (including global certificates pursuant to article 973b SCO 
(Globalurkunden; “Swiss Global Notes”)) (whereby articles 973b and 973c SCO will enter into force 
together with the Intermediated Securities Act). Each Securityholder’s Intermediary maintains records of the 
Securityholder’s entitlement to Intermediated Securities. Securityholders may trade Intermediated Securities 
and assert their claims against the Issuer only in accordance with the Intermediated Securities Act and the 
relevant agreements with their Intermediaries.] 
 
[If appropriate, inset further information on risks in relation to representation and custody of the 
Securities: [•]] 
 
The Issuer shall not be held liable under any circumstances for any acts and omissions of [any Clearing 
Agent] [any Depository Agent and Clearing Agent] [any Intermediary] or any other relevant clearing 
system as well as for any losses which might occur to a Securityholder out of such acts and omissions 
and for the records relating to, or payments made in respect of, beneficial interests in the Permanent 
Global Notes, the Book-entry Securities or in the Intermediated Securities, as the case may be, in 
particular. 

 
 
[12.] [•.] Pricing of Securities 

Unlike most other securities the pricing of these Securities is regularly not based on the principle of offer and 
demand in relation to Securities, since the secondary market traders might quote independent bid and offer 
prices. This price calculation is based on price calculation models prevailing in the market, whereas the 
theoretical value of the Securities is, in principle, determined on the basis of the value of [the Underlying] 
[the Reference Obligations and the creditworthiness of the Reference Entity] [if appropriate, insert different 
point of reference to an Underlying comprised in this Base Prospectus: [•]] and the value of other features 
attached to the Securities, each of which features may, in economic terms, be represented by another 
derivative financial instrument. 
 
The potentially quoted prices do not necessarily correspond to the Securities’ intrinsic value as determined by 
a trader. 
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[13.] [•.] Expansion of the spread between bid and offer prices 
In special market situations, where the Issuer is completely unable to conclude hedging transactions, or where 
such transactions are very difficult to conclude, the spread between the bid and offer prices may be 
temporarily expanded, in order to limit the economic risks to the Issuer. Therefore, Securityholders who wish 
to sell their Securities via a stock exchange or in the over-the-counter trading might sell at a price 
considerably lower than the actual price of the Securities at the time of their sale. 

 
 
[14.] [•.] Borrowed funds 

If the purchase of Securities is financed by borrowed funds and investors’ expectations are not met, they not 
only suffer the loss incurred under the Securities, but in addition also have to pay interest on and repay the 
loan. This produces a substantial increase in investors’ risk of loss. Investors of Securities should never rely 
on being able to redeem and pay interest on the loan through gains from a Securities transaction. Rather, 
before financing the purchase of a Security with borrowed funds, the investors’ financial situations should be 
assessed, as to their ability to pay interest on or redeem the loan immediately, even if they incur losses instead 
of the expected gains. 
 
 

[15.] [•.] The effect on the Securities of hedging transactions by the Issuer  
The Issuer may use all or some of the proceeds received from the sale of the Securities to enter into hedging 
transactions relating to the risks incurred in issuing the Securities. In such a case, the Issuer or one of its 
affiliated companies may conclude transactions that correspond to the Issuer’s obligations arising from the 
Securities. Generally speaking, this type of transaction will be concluded before or on the Issue Date of the 
Securities, although these transactions can also be concluded after the Securities have been issued. The Issuer 
or one of its affiliated companies may take the necessary steps for the closing out of any hedging transactions, 
on or prior to [the relevant Valuation Date] [any of the Valuation Averaging Date]. It cannot be excluded that 
[the Price of] [the Underlying] [the value of the Reference Obligations and the creditworthiness of the 
Reference Entity] [if appropriate, insert different point of reference to an Underlying comprised in this Base 
Prospectus: [•]] might, in certain cases, be affected by these transactions. In the case of Securities whose 
value depends on the occurrence of a specific event in relation to [the Underlying] [the Reference Entity] [if 
appropriate, insert different point of reference to an Underlying comprised in this Base Prospectus: [•]], 
entering into or closing out such hedging transactions may affect the likelihood of this event occurring or not 
occurring. 

 
 
[16.] [•.] Changes in Taxation in relation to the Securities 

The considerations concerning the taxation of the Securities set forth in this Prospectus reflect the opinion of 
the Issuer on the basis of the legal situation identifiable as of the date hereof. However, a different tax 
treatment by the fiscal authorities and tax courts cannot be precluded. In addition, the tax considerations set 
forth in this Prospectus cannot be the sole basis for the assessment of an investment in the Securities from a 
tax point of view, as the individual circumstances of each investor also have to be taken into account. 
Therefore, the tax considerations set forth in this Prospectus are not to be deemed any form of definitive 
information or tax advice or any form of assurance or guarantee with respect to the occurrence of certain tax 
consequences. Each investor should seek the advice of his or her personal tax consultant before deciding 
whether to purchase the Securities.  
 
Neither the Issuer nor the Manager[s] assumes any responsibility vis-à-vis the Securityholders for the tax 
consequences of an investment in the Securities. 

 
[ 
III. Underlying specific Risks 
 
[If appropriate, insert information on the Underlying-specific risk: [•]] 

] 
 



 

 

 

UBS AG Base Prospectus 

 

45

RESPONSIBILITY STATEMENT 
 
UBS AG, having its registered offices at Bahnhofstrasse 45, 8001 Zurich, Switzerland, and Aeschenvorstadt 1, 4051 
Basel, Switzerland as Issuer accepts responsibility for the content of this Prospectus and declares that the information 
contained in this Prospectus is, to the best of its knowledge, accurate and that no material facts have been omitted. 
 
The Issuer is liable for the Summary including any translation thereof contained in this Prospectus, but only if the 
Summary is misleading, inaccurate or inconsistent when read together with the other parts of the Prospectus. 
 
The Issuer accents that following the date of publication of this Prospectus, events and changes may occur, which 
render the information contained in this Prospectus incorrect or incomplete. Supplemental information will only be 
published as required by and in a manner stipulated in section 16 of the German Securities Prospectus Act 
(Wertpapierprospektgesetz - “WpPG”) and, in case of a listing of Warrants at SIX Swiss Exchange (“SIX”), as 
required by and in a manner stipulated in the rules and regulations of SIX. 
 
 
 

IMPORTANT NOTICE 
 
This Base Prospectus should be read and construed with any amendment or supplement hereto and with any other 
documents incorporated by reference and with the relevant Final Terms. 
 
The Managers (as defined under “Issue, Sale and Offering” excluding the Issuer) have not independently verified the 
information contained herein. Accordingly, no representation, warranty or undertaking, express or implied, is made 
and no responsibility or liability is accepted by the Managers as to the accuracy or completeness of the information 
contained in this Prospectus or any other information provided by the Issuer in connection with the Programme.  
 
No person has been authorised by the Issuer to issue any statement which is not consistent with or not contained in this 
document, any other document entered into in relation to the Programme or any information supplied by the Issuer or 
any information as in the public domain and, if issued, such statement may not be relied upon as having been 
authorised by the Issuer or the Managers. 
 
The distribution of the Base Prospectus, any Final Terms, any simplified prospectus in case Warrants (which qualify 
as “Structured Products” in terms of the Swiss Federal Act on Collective Investment Schemes (Collective Investment 
Scheme Act, CISA)) in Switzerland are not publicly distributed by listing them at SIX but by publishing a simplified 
prospectus pursuant to Article 5 Collective Investment Scheme Act (hereinafter a “Simplified Prospectus”), and any 
offering material relating to the Warrants and the offering, sale and delivery of the Warrants in certain jurisdictions 
may be restricted by law. Nobody may use this Base Prospectus or any Final Terms or any Simplified Prospectus for 
the purpose of an offer or solicitation if in any jurisdiction such use would be unlawful. In particular, this document 
may only be communicated or caused to be communicated in the United Kingdom in circumstances in which section 
21(1) of the Financial Services and Markets Act 2000 does not apply. Additionally, Warrants issued under this 
Programme will not be registered under the United States Securities Act of 1933, as amended, and will include 
Warrants in bearer form that are subject to U.S. tax law requirements. Therefore, subject to certain exceptions, 
Warrants may not be offered, sold or delivered within the United States or to U.S. persons.  
 
For a more detailed description of some restrictions, see “Issue, Sale and Offering”. 
 
Neither this Base Prospectus nor any Final Terms nor any Simplified Prospectus constitute an offer or a solication of 
an offer to purchase any Warrants and should not be considered as a recommendation by the Issuer or the Managers 
that any recipient of this Base Prospectus or any Final Terms or any Simplified Prospecuts should purchase any 
Warrants. Each such recipient shall be taken to have made its own investigation and appraisal of the condition 
(financial or otherwise) of the Issuer (see “Risk Factors”).  
 
In connection with the issue and distribution of Warrants under the Programme, the Managers (if any) specified as the 
stabilising managers (or persons acting on its behalf) may over-allot Warrants (provided that the aggregate principal 
amount/total number of Warrants allotted does not exceed 105 %. of the aggregate principal amount/total number of 
the Warrants) or effect transactions with a view to supporting the market price of the Warrants at a level higher than 
that which might otherwise prevail. However, there is no assurance that such Managers (or any person acting on its 
behalf) will undertake stabilisation action. Any stabilisation action may begin at any time after the adequate public 
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disclosure of the Final Terms of the offer of Warrants and, if begun, may be ended at any time, but it must end no later 
than the earlier of 30 days after the Issue Date and 60 days after the date of the allotment of the Warrants.  
 
Any such stabilisation action so taken will be, in all material respects, permitted by or otherwise in accordance with all 
relevant requirements applicable to such actions in the jurisdictions where such actions are effected (including rules 
and other regulatory requirements governing any stock exchange where such Warrants are listed). 
 
 
 

DESCRIPTION OF THE WARRANTS 
 
The object of this Prospectus are [specify designation of the Warrants: [•]] with the International Security 
Identification Number (as defined in the section entitled “Key Terms and Definitions of the Warrants”) [insert if 
applicable: and with the Swiss security number (Valorennummer) (as defined in the section entitled “Key Terms and 
Definitions of the Warrants”)], issued by UBS AG [, acting through its [London] [Jersey] Branch,] in accordance with 
[German law] [Swiss law], and issued [in the Issue Size] [in the Aggregate Amount of the Issue] (as defined in the 
section entitled “Key Terms and Definitions of the Warrants”).  
 
All payments relating to the Securities are made in the Settlement Currency (as defined in the section entitled “Key 
Terms and Definitions of the Warrants”). 
 
The Securities are [each based on the [description of [the share] [the index] [the currency exchange rate] [the 
precious metal] [the commodity] [the interest rate] [the non-equity security] [the fund unit] [the futures contract] [the 
reference rate (including, but not limited to, interest rate swap (IRS) rates, currency swap rates or, as the case may 
be, credit default swap levels)] [the basket comprising the aforementioned assets]: [•]] [linked to the occurrence of a 
Credit Event, i.e. the creditworthiness of a Reference Entity, (also “Credit Linked Warrants”)] (the “Underlying”)] 
[description of the portfolio comprising the aforementioned assets: [•] (each an “Underlying” or, collectively, the 
“Underlyings”, where the term “Underlying” shall also refer to all Underlyings(i=1) to (i=n))], as described in the 
sections “Key Terms and Definitions of the Warrants” and “Information about [the Underlying] [the Underlyings]”. 
 
The Securities expire – provided that the Securities are not terminated or expired early in accordance with the 
Conditions of the Warrants – on the Expiration Date (as defined in the section entitled “Key Terms and Definitions of 
the Warrants”). 
 
 
 

[PUBLICATIONS 
 
[if the Securities are to be listed at SIX Swiss Exchange, insert indication (overview) where information about the 
Securities and the Issuer will be published: In case of a listing of the Securities at SIX, all notices concerning the 
Securities which are subject to reporting obligations of the Issuer towards SIX pursuant to the applicable rules, 
directives and circulars of SIX will be submitted to SIX for their further distribution by SIX in accordance with its 
applicable rules, directives and circulars. The Issuer publishes information which shall be published either in print 
medias or through Internet Based Listing (“IBL”) pursuant to the relevant rules, directives and circular of SIX in 
connection with reporting obligations regarding the maintenance of a listing at SIX through IBL on SIX’s websites. In 
addition, potentially price-sensitive facts in terms of ad hoc-publicity will be published on the internet pages of the 
Issuer at www.ubs.com/investors or a successor internet page.]  
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TERMS AND CONDITIONS OF THE WARRANTS 
 

Wertpapierbedingungen 
 

Terms and Conditions of the Securities 

Diese nachfolgenden [Muster-]Bedingungen der 
Optionsscheine, bestehend aus den produktspezifischen 
Besonderen Wertpapierbedingungen und den 
Allgemeinen Wertpapierbedingungen, [gelten für jeweils 
eine Serie von Wertpapieren und] sind in 
Zusammenhang mit und nach Massgabe der 
„Ausstattungsmerkmale und Definitionen der 
Wertpapiere” (die „Bedingungen”) zu lesen.  
 

The following [model] terms and conditions of the 
Warrants, comprising the Special Conditions of the 
Securities and the General Conditions of the Securities, [in 
each case apply to one series of Securities and] shall be 
read in conjunction with, and are subject to, the “Key 
Terms and Definitions of the Securities” (the 
“Conditions”). 

Die Bedingungen der Wertpapiere sind gegliedert in 
 

The Conditions of the Securities are composed of 

Teil 1:  Ausstattungs¬merkmale und Definitionen 
der Wertpapiere  

 

Part 1: Key Terms and Definitions of the Securities 

Teil 2:  Besondere Wertpapierbedingungen (für 
die einzelnen Arten von Wertpapieren) 

 

Part 2: Special Conditions of the Securities (for the 
individual types of Securities) 

Teil 3:  Allgemeine Wertpapierbedingungen (für 
alle Arten von Wertpapieren)  

Part 3: General Conditions of the Securities (for all 
types of Securities) 
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Wertpapierbedingungen Teil 1: Ausstattungsmerkmale und Definitionen der Wertpapiere / 
 
Terms and Conditions of the Securities Part 1: Key Terms and Definitions of the Securities 
 
Die Optionsscheine weisen folgende Definitionen bzw., vorbehaltlich einer Anpassung in Übereinstimmung mit den 
Bedingungen der Optionsscheine, folgende Ausstattungsmerkmale, jeweils in alphabetischer Reihenfolge (bezogen auf die 
deutsche Sprachfassung) dargestellt, auf. Diese Übersicht stellt keine vollständige Beschreibung der Optionsscheine dar, 
unterliegt den Bedingungen der Optionsscheine, den allgemeinen Emissionsbedingungen sowie allen anderen Abschnitten 
dieses Prospekts und ist in Verbindung mit diesen zu lesen. Die nachfolgende Verwendung des Symbols „*” in den 
Ausstattungsmerkmalen und Definitionen der Optionsscheine gibt an, dass die entsprechende Festlegung von der 
Berechnungsstelle bzw. der Emittentin getroffen und danach unverzüglich gemäss den jeweiligen rechtlichen 
Anforderungen der massgeblichen Rechtsordnung bekannt gemacht wird. / 
 
The Warrants use the following definitions and have, subject to an adjustment according to the Conditions of the Warrants, 
the following key terms, both as described below in alphabetical order (in relation to the German language version). The 
following does not represent a comprehensive description of the Securities, and is subject to and should be read in 
conjunction with the Conditions of the Warrants, the general offering terms of the Securities and all other sections of this 
Prospectus. The following use of the symbol “**” in the Key Terms and Definitions of the Warrants indicates that the 
relevant determination will be made by the Calculation Agent or the Issuer, as the case may be, and will be published 
without undue delay thereafter in accordance with the applicable legal requirements of the relevant jurisdiction. 
 

A.  
[Abrechnungsbetrag / Redemption 
Amount: 

Der Abrechnungsbetrag entspricht [•]. / 
 

 The Redemption Amount equals [•].] 
  
[Abrechnungskurs / Settlement Price: Der Abrechnungskurs [des Basiswerts] [im Fall eines Portfolios von 

Basiswerten folgenden Text einfügen: in Bezug auf den jeweiligen 
Basiswert(i)] entspricht 
 
[•] 
 
[dem [Kurs] [Referenzkurs] des Basiswerts an dem Bewertungstag [zur 
Bewertungszeit].] 
 
[dem von der Berechnungsstelle ermittelten [arithmetischen] Durchschnitt 
der an jedem der Bewertungsdurchschnittstage jeweils festgestellten [Kurse] 
[Referenzkurs] des Basiswerts [zur Bewertungszeit].] 
 
[dem von der Berechnungsstelle ermittelten Spread an dem Bewertungstag 
[zur Bewertungszeit].] 
 
[dem von der Berechnungsstelle ermittelten [arithmetischen] Durchschnitt 
der an jedem der Bewertungsdurchschnittstage jeweils festgestellten Spreads 
[zur Bewertungszeit].] 
 
[im Fall eines Portfolios von Basiswerten gegebenenfalls folgenden Text 
einfügen: dem [Kurs] [Referenzkurs] des jeweiligen Basiswerts(i) an dem Be-
wertungstag [zur Bewertungszeit].] 
 
[im Fall eines Portfolios von Basiswerten gegebenenfalls folgenden Text 
einfügen: dem von der Berechnungsstelle ermittelten [arithmetischen] 
Durchschnitt der an jedem der Bewertungsdurchschnittstage jeweils festge-
stellten [Kurse] [Referenzkurs] des jeweiligen Basiswerts(i) [zur Bewertungs-
zeit].] 

 
[Sofern nach billigem Ermessen der Berechnungsstelle [im Fall von 
Optionsscheinen nach deutschem Recht: gemäss § 317 BGB] am 
Bewertungstag nicht ausreichend Liquidität in [dem Basiswert] [einem oder 
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mehreren Basiswerten] [einem oder mehreren Korbbestandteilen] gegeben ist 
oder die Auflösung von Absicherungsgeschäften wegen der Marktenge oder 
aus anderen Gründen den [Kurs] [Referenzkurs [des Basiswerts] [eines oder 
mehrerer Basiswerte] [eines oder mehrerer Korbbestandteile] unangemessen 
beeinflusst, wird die Berechnungsstelle den Abrechnungskurs aus dem 
[arithmetischen] [volumengewichteten] Durchschnitt der [•]-Kurse des 
Basiswerts, die bei Auflösung der Absicherungsgeschäfte für [den Basiswert] 
[den jeweiligen Basiswert] [den jeweiligen Korbbestandteil] an [dem 
Bewertungstag] [den Bewertungsdurchschnittstagen] erzielt werden, 
ermitteln. [Die Berechnungsstelle wird [die Abschlusszeitpunkte am Fest-
legungstag bzw.] die Auflösungszeitpunkte der Absicherungsgeschäfte nach 
billigem Ermessen [im Fall von Optionsscheinen nach deutschem Recht: 
gemäss § 317 BGB] festlegen.]] / 
 

 The Settlement Price [of the Underlying] [in case of a portfolio of 
Underlyings insert the following text: in relation to the relevant 
Underlying(i)] equals 
 
[•] 
 
[the [Price] [Reference Price] of the Underlying on the Valuation Date [at 
the Valuation Time].] 
 
[the [arithmetical] average of the [Prices] [Reference Prices] of the 
Underlying on each of the Valuation Averaging Dates [at the Valuation 
Time] as determined by the Calculation Agent.] 
 
[the Spread on the Valuation Date [at the Valuation Time] as determined by 
the Calculation Agent.] 
 
[the [arithmetical] average of the Spreads on each of the Valuation 
Averaging Dates [at the Valuation Time] as determined by the Calculation 
Agent.] 
 
[in case of a portfolio of Underlyings insert, if appropriate, the following 
text: the [Price] [Reference Price] of the relevant Underlying(i) on the 
Valuation Date [at the Valuation Time].] 
 
[in case of a portfolio of Underlyings insert, if appropriate, the following 
text: the [arithmetical] average of the [Prices] [Reference Price] of the 
relevant Underlying(i) on each of the Valuation Averaging Dates [at the 
Valuation Time] as determined by the Calculation Agent.] 
 
[If on the Valuation Date, in the opinion of the Calculation Agent at its 
reasonable discretion [in case of German law governed Warrants: pursuant 
to § 317 of the BGB], there is not sufficient liquidity in relation to [the 
Underlying] [one or more of the Underlyings] [one or more of the Basket 
Components] or if the unwinding of any hedging transaction, due to such 
illiquidity or any other reason, has an inadequate impact on the [Price] 
[Reference Price] of [the Underlying] [one or more of the Underlyings] [one 
or more of the Basket Components], the Calculation Agent shall determine 
the Settlement Price based on the [arithmetical] [volume weighted] average 
of the [•] prices of the Underlying, as indicated by the unwinding of the 
related hedging transactions in [the Underlying] [the relevant Underlyings] 
[the relevant Basket Component], on [the Valuation Date] [each of the 
Valuation Averaging Dates]. [The Calculation Agent shall determine [the 
closing dates on the Fixing Date and] the unwinding dates of the hedging 
transactions at its reasonable discretion [in case of German law governed 
Warrants: pursuant to § 317 of the BGB].]] 



 

 

 

UBS AG Base Prospectus 

 

50

  
Anbieterin / Offeror: [•] [UBS Limited, 1 Finsbury Avenue, London EC2M 2PP, Vereinigtes 

Königreich.] / 
 

 [•] [UBS Limited, 1 Finsbury Avenue, London EC2M 2PP, United Kingdom.] 
  
Anwendbares Recht / Governing Law: [•] [Deutsches Recht] [Schweizer Recht] / 

 
 [•] [German Law] [Swiss Law]  
  
[Ausgeschlossene Verbindlichkeiten / 
Excluded Obligation: 

Ausgeschlossene Verbindlichkeiten sind [•]. /  
 

 Excluded Obligation means [•].] 
  
[Ausübungsfrist / Exercise Period: Die Ausübungsfrist [•] [beginnt [•] und endet [•] [zur Ausübungszeit]] /  

 
 The Exercise Period [•] [starts [•] and ends [•] [at the Exercise Time]].] 
  
[Ausübungszeit / Exercise Time: Die Ausübungszeit entspricht [•] [Uhr (Ortszeit [•] [Frankfurt am Main, 

Bundesrepublik Deutschland] [London, Vereinigtes Königreich])] [•]. / 
 

 The Exercise Time equals [•] [hrs. (local time [•] [Frankfurt am Main, 
Federal Republic of Germany] [London, United Kingdom])] [•] ] 

  
Auszahlungswährung / Settlement 
Currency: 

Die Auszahlungswährung entspricht [•]. / 

 The Settlement Currency means [•]. 
  
  
B.  
Bankgeschäftstag / Banking Day: Der Bankgeschäftstag steht für [•] [jeden Tag, an dem die Banken in 

[Frankfurt am Main, Bundesrepublik Deutschland,] [und] [in [•]] für den 
Geschäftsverkehr geöffnet sind[, das Trans-European Automated Real-time 
Gross settlement Express Transfer System („TARGET“ 
[bzw. „TARGET2“]) geöffnet ist] und die Clearingstelle 
Wertpapiergeschäfte abwickelt.] / 
 

 The Banking Day means [•] [each day on which the banks in [Frankfurt am 
Main, Federal Republic of Germany,] [and] [in [•]] are open for 
business[, the Trans-European Automated Real-time Gross settlement 
Express Transfer System (“TARGET” [or, as the case may be, 
“TARGET2”]) is open] and the Clearing Agent settles securities dealings.] 

  
[Basispreis / Strike Price: Der Basispreis [des Basiswerts] [im Fall eines Portfolios von Basiswerten 

folgenden Text einfügen: in Bezug auf den jeweiligen Basiswert(i)] entspricht 
 
[•] 
 
[[dem Kurs des Basiswerts am Festlegungstag [zur Festlegungszeit]] [•]. 
[indikativ. Der Basispreis des Basiswerts wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.]*] 
 
[im Fall eines Portfolios von Basiswerten folgenden Text einfügen: [dem 
Kurs des jeweiligen Basiswerts(i) am Festlegungstag [zur Festlegungszeit]] 
[•]. [indikativ. Der Basispreis des Basiswerts(i) wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.]*] 
 
[im Fall eines Korbs als Basiswert folgenden Text einfügen: der Summe der 
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jeweiligen Basispreise der Korbbestandteile [multipliziert mit der 
[Prozentualen] Gewichtung des jeweiligen Korbbestandteils im Korb] 
[, bezogen auf die Basiswährung].] / 
 

 The Strike Price [of the Underlying] [in case of a portfolio of Underlyings 
insert the following text: in relation to the relevant Underlying(i)] equals  
 
[•] 
 
[[the Price of the Underlying [at the Fixing Time] on the Fixing Date] [•]. 
[indicative. The Strike Price of the Underlying will be fixed [at the Fixing 
Time] on the Fixing Date.] **] 
 
[in case of a portfolio of Underlyings insert the following text: [the Price of 
the relevant Underlying(i) [at the Fixing Time] on the Fixing Date] [•]. 
[indicative. The Strike Price of the Underlying(i) will be fixed [at the Fixing 
Time] on the Fixing Date.] **] 
 
[in case of a Basket as the Underlying insert the following text: the sum of the 
respective Strike Prices of the Basket Components [each multiplied by the 
[Percentage] Weighting of the respective Basket Component within the 
Basket] [, related to the Underlying Currency].]] 

  
[Basispreis des Korbbestandteils / 
Strike Price of the Basket Component: 

Der Basispreis des Korbbestandteils(i=1) entspricht [dem Kurs des 
Korbbestandteils(i=1) am Festlegungstag [zur Festlegungszeit]] [•]. [indikativ. 
Der Basispreis des Korbbestandteils(i=1) wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.*] [•] 
 
Der Basispreis des Korbbestandteils(i=n) entspricht [dem Kurs des 
Korbbestandteils(i=n) am Festlegungstag [zur Festlegungszeit]] [•]. [indikativ. 
Der Basispreis des Korbbestandteils(i=n) wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.*] / 
 

 The Strike Price of the Basket Component(i=1) equals [the Price of the Basket 
Component(i=1) [at the Fixing Time] on the Fixing Date] [•]. [indicative. The 
Strike Price of the Basket Component(i=1) will be fixed [at the Fixing Time] 
on the Fixing Date.**] [•]  
 
The Strike Price of the Basket Component(i=n) equals [the Price of the Basket 
Component(i=n) [at the Fixing Time] on the Fixing Date] [•]. [indicative. The 
Strike Price of the Basket Component(i=n) will be fixed [at the Fixing Time] 
on the Fixing Date.**]] 

  
[Basiswährung / Underlying Currency: Die Basiswährung entspricht [•]. / 

 
 The Underlying Currency means [•].] 
  
Basiswert[e] / Underlying[s]: [Der Basiswert entspricht [, vorbehaltlich eines Roll-Overs gemäss § 6 [•] 

der Bedingungen der Optionsscheine,] [der Referenzverbindlichkeit] [dem 
Referenzschuldner] [Bezeichnung [der Aktie] [des Index] [des 
Währungswechselkurses] [des Edelmetalls] [des Rohstoffs] [des Zinssatzes] 
[des Nichtdividendenwerts] [des Fondsanteils] [des Futures Kontrakts 
(gegebenenfalls einschliesslich Festlegung der Massgeblichen 
Verfallsmonate)] [des Referenzsatzes] [des Korbs] [des Portfolios] einfügen: 
[•]]  
 
[im Fall eines Index als Basiswert folgenden Text zusätzlich einfügen: (der 
„Index“), wie er von [•] (der „Index Sponsor“) verwaltet, berechnet und 
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veröffentlicht wird.] 
 
[im Fall eines Fondsanteils als Basiswert folgenden Text zusätzlich einfügen: 
(der „Fondsanteil“) an dem [•] (der „Investmentfonds“).] 
 
[im Fall eines Korbs als Basiswert folgenden Text zusätzlich einfügen: (der 
„Korb“), zusammengesetzt aus den jeweiligen Korbbestandteilen, wie er von 
[•] [der Berechnungsstelle] berechnet und veröffentlicht wird].]  
 
[im Fall eines Portfolios von Basiswerten folgenden Text einfügen: Der 
Basiswert(i=1) entspricht [, vorbehaltlich eines Roll-Overs gemäss § 6 [•] der 
Bedingungen der Optionsscheine,] [Bezeichnung [der Aktie] [des Index] [des 
Währungswechselkurses] [des Edelmetalls] [des Rohstoffs] [des Zinssatzes] 
[des Nichtdividendenwerts] [des Fondsanteils] [des Futures Kontrakts 
(gegebenenfalls einschliesslich Festlegung der Massgeblichen 
Verfallsmonate)] [des Referenzsatzes]: [•]] [im Fall eines Index als Basis-
wert folgenden Text einfügen: (der „Index(i=1)“), wie er von [•] (der „Index 
Sponsor(i=1)“) verwaltet, berechnet und veröffentlicht wird] [im Fall eines 
Fondsanteils als Basiswert folgenden Text einfügen: (der „Fondsanteil(i=1)“) 
an dem [•] (der „Investmentfonds(i=1)“)]; [•] und der Basiswert(i=n) entspricht 
[, vorbehaltlich eines Roll-Overs gemäss § 6 [•] der Bedingungen der 
Optionsscheine,] [Bezeichnung [der Aktie] [des Index] [des 
Währungswechselkurses] [des Edelmetalls] [des Rohstoffs] [des Zinssatzes] 
[des Nichtdividendenwerts] [des Fondsanteils] [des Futures Kontrakts 
(gegebenenfalls einschliesslich Festlegung der Massgeblichen 
Verfallsmonate)] [des Referenzsatzes]: [•]] [im Fall eines Index als Basis-
wert folgenden Text einfügen: (der „Index(i=n)“), wie er von [•] (der „Index 
Sponsor(i=n)“) verwaltet, berechnet und veröffentlicht wird] [im Fall eines 
Fondsanteils als Basiswert folgenden Text einfügen: (der „Fondsanteil(i=n)“) 
an dem [•] (der „Investmentfonds(i=n)“)]. 
 
[[falls die Wertpapiere an der SIX Swiss Exchange kotiert werden sollen, 
muss die Beschreibung eines Basiswerts „Aktie“ oder „Obligation“ 
mindestens die folgenden Informationen enthalten: [•] 
 
[a.  Firma, Sitz und Ort der Hauptverwaltung (falls dieser nicht mit dem Sitz 

zusammenfällt) des Emittenten der Basiswerte; falls es sich bei den 
Basiswerten um Forderungsrechte handelt, welche mit einer 
Sicherstellung versehen sind, sind diese Angaben auch für den 
Sicherheitsgeber zu machen; 

b.  Nennung der Hauptbörse, an welcher die Basiswerte kotiert sind; 
c.  Bezeichnung der Basiswerte, einschliesslich deren Nennwert oder 

Stückelung; 
d.  Valorennummer und ISIN der Basiswerte; 
e.  Angabe, ob es sich bei den Basiswerten um Namen- oder Inhabertitel 

handelt; 
f.  Angaben über die Kursentwicklung der Basiswerte während der letzten 

drei Jahre;] 
 
[falls wahlweise cash settlement oder physical delivery anwendbar sind, 
folgenden Absatz einfügen: 
g.  Übertragbarkeit der Basiswerte und allfällige Beschränkungen der 

Handelbarkeit;] 
 
[falls wahlweise cash settlement oder physical delivery anwendbar sind, 
folgenden Absatz einfügen: 
h.  Hinweis, wo die aktuellen Geschäftsberichte, welche sich auf die 

Emittenten der Basiswerte beziehen, während der gesamten Laufzeit der 
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Valoren spesenfrei bezogen werden können;] 
 
[falls ausschliesslich cash settlement anwendbar ist, folgenden Absatz 
einfügen: 
g.  Art und Häufigkeit der Veröffentlichung der jeweiligen Kurse der 

Basiswerte.]] 
 
[falls die Wertpapiere an der SIX Swiss Exchange kotiert werden sollen, so 
muss die Beschreibung des Basiswertes “Index” mindestens die folgenden 
Informationen enthalten: [•]  
 
[a.  summarische Beschreibung der Indices einschliesslich Namen der Stelle, 

welche den Index berechnet und publiziert, sowie Angaben über die 
Berechnungsweise; 

b. Art und Häufigkeit der Publikation der Indices; 
c.  Angaben über die Kursentwicklung der Indices während der letzten drei 

Jahre.]] 
 
[falls die Wertpapiere an der SIX Swiss Exchange kotiert werden sollen, so 
muss die Beschreibung des Basiswertes [„Währungen“] [„Edelmetalle“] 
[„Rohstoffe“] mindestens folgende Informationen enthalten: [•] 
 
[a.  Beschreibung der Basiswerte; 
b.  Nennung und Beschreibung der Märkte, an welchen die Basiswerte 

gehandelt werden, unter Angabe des Datums der Gründung, der 
durchschnittlichen täglichen Handelsvolumina, des Status der jeweiligen 
Märkte in ihren Heimatländern sowie des Namens der zuständigen 
Überwachungsbehörde; 

c.  Art und Häufigkeit der Publikation der Preise der Basiswerte; 
d.  Angaben über die Kursentwicklung der Basiswerte während der letzten 

drei Jahre.]] 
 
[falls die Wertpapiere an der SIX Swiss Exchange kotiert werden sollen, so 
muss die Beschreibung des Basiswertes “Fonds” mindestens die folgenden 
Informationen enthalten: [•] 
 
[a.  Beschreibung des Fonds einschliesslich Firma der Gesellschaft, welche 

den Fonds emittiert und bewirtschaftet, sowie Angaben zur 
Zusammensetzung des jeweiligen Fonds; 

b.  Nennung der Hauptbörse, an welcher die Fondsanteile kotiert sind; 
c.  Art und Häufigkeit der Publikation des Wertes der Fondsanteile; 
d.  Bestätigung, dass der Fonds von der Eidgenössischen Bankenkommission 
bewilligt worden ist.]]] 
 
Der Begriff „Basiswert“ [bzw. „Index“ und „Index Sponsor“] [bzw. 
„Fondsanteil“ und „Investmentfonds“] [•] umfasst sämtliche Basiswerte(i=1) 
bis (i=n) [bzw. sämtliche Indizes(i=1) bis (i=n) und sämtliche Index Sponsoren(i=1) 
bis (i=n)] [bzw. sämtliche Fondsanteile(i=1) bis (i=n) und sämtliche 
Investmentfonds(i=1) bis (i=n)] [•].] 
 
[[Der Basiswert wird] [Sämtliche Basiswerte werden] [ausgedrückt in] 
[umgerechnet in] [bezogen auf] [der] [die] Basiswährung] [•].]  
 
[In diesem Zusammenhang werden die [dem] [einem] Basiswert zugrunde 
liegenden Werte bzw. Komponenten jeweils als „Einzelwert“ bzw. die 
„Einzelwerte“ bezeichnet.]] / 
 

 [The Underlying equals [, subject to a Roll Over in accordance with § 6 [•] 
of the Conditions of the Warrants,] [the Reference Obligation] [the 
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Reference Entity] [Description of [the share] [the Index] [the currency 
exchange rate] [the precious metal] [the commodity] [the interest rate] [the 
non-equity security] [the fund unit] [the futures contract (if applicable, 
including determination of the Relevant Expiration Months)] [the reference 
rate] [the Basket] [the portfolio]: [•]]  
 
[in case of an Index as the Underlying add the following text: (the “Index”), 
as maintained, calculated and published by [•] (the “Index Sponsor”).] 
 
[in case of a fund unit as the Underlying insert the following text: (the “Fund 
Unit”) in the [•] (the “Investment Fund”).] 
 
[in case of a Basket as the Underlying add the following text: (the “Basket”), 
comprising the Basket Components, as calculated and published by [•] [the 
Calculation Agent].] 
 
[in case of a portfolio of Underlyings insert the following text: The 
Underlying(i=1) equals [, subject to a Roll Over in accordance with § 6 [•] of 
the Conditions,] [Description of [the share] [the Index] [the currency 
exchange rate] [the precious metal] [the commodity] [the interest rate] [the  
non-equity security] [the fund unit] [the futures contract (if applicable, 
including determination of the Relevant Expiration Months)] [the reference 
rate]: [•]] [in case of an Index as the Underlying insert the following text: 
(the “Index(i=1)”), as maintained, calculated and published by [•] (the 
“Index Sponsor(i=1)”)] [in case of a fund unit as the Underlying insert the 
following text: (the “Fund Unit(i=1)”) in the [•] (the 
“Investment Fund(i=1)”)]; [•] and the Underlying(i=n) equals [, subject to a 
Roll Over in accordance with § 6 [•] of the Conditions of the Warrants,] 
[Description of [the share] [the Index] [the currency exchange rate] [the 
precious metal] [the commodity] [the interest rate] [the non-equity security] 
[the fund unit] [the futures contract (if applicable, including determination of 
the Relevant Expiration Months)] [the reference rate]: [•]] [in case of an 
Index as the Underlying insert the following text: (the “Index(i=n)”), as 
maintained, calculated and published by [•] (the “Index Sponsor(i=n)”)] [in 
case of a fund unit as the Underlying insert the following text: (the “Fund 
Unit(i=n)”) in the [•] (the “Investment Fund(i=n)”)]. 
 
[[if Securities are to be listed at the SIX Swiss Exchange, description of the 
underlying share or underlying bond shall include at least the following 
information: [•] 
 
[a.  name, domicile, and place of headquarters (if the latter is not identical 

with the domicile) of the issuer of the underlying securities; if the 
underlying securities are secured debt securities, such information must 
also be provided on the guarantor of issuer of the surety; 

b. indication of the primary exchange on which the underlying securities 
are listed; 

c.  description of the underlying securities, including par value or 
denomination; 

d.  security number and ISIN of the underlying securities; 
e.  indication of whether the underlying securities are in bearer or 

registered form; 
f.  details on the price development of the underlying securities during the 

preceding three years;] 
 
[insert in case both cash settlement and physical delivery may apply: 
g.  the transferability of the underlying securities and any limitations to their 

tradability;] 
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[insert in case both cash settlement and physical delivery may apply:  
h.  indication of where the current financial reports related to the issuer of 

the underlying securities can be obtained cost-free during the entire term 
of the derivative securities.] 

 
[insert in case cash settlement applies only: 
g. manner and frequency in which the value of the respective underlying 

securities are published.]] 
 
[if Securities are to be listed at the SIX Swiss Exchange, description of the 
Index shall include at least the following information: [•]  
 
[a.  a summary description of the indices, including the name of the 

organisation that calculates and disseminates the respective index, as 
well as information on the manner of calculation; 

b.  manner and frequency in which the value of the respective index is 
published; 

c.  details on the price development of the indices during the preceding three 
years.]] 

 
[if Securities are to be listed at the SIX Swiss Exchange, description of the 
currencies, the precious metals or commodities shall include at least the 
following information: [•] 
 
[a.  description of the underlying instruments; 
b. the names and a description of the markets on which the underlying 

instruments are traded, including details on the date of establishment, 
average daily trading volume and status of the respective markets in their 
country of domicile, as well as the name of the responsible supervisory 
authority; 

c. manner and frequency in which the value of the respective underlying 
instruments are published; 

d.  details on the price development of the underlying instruments during the 
preceding three years.]] 

 
[if Securities are to be listed at the SIX Swiss Exchange, description of the 
fund unit shall include at least the following information: [•] 
 
[a. a description of the investment fund, including the name of the company 

that issues and manages the fund, and information on the composition of 
the investment fund; 

b.  name of the primary exchange on which the investment fund units are 
listed; 

c.  manner and frequency in which the value of the investment fund units is 
published; 

d.  confirmation that the fund has been approved by the Federal Banking 
Commission.]]] 

 
The term “Underlying” [or “Index” and “Index Sponsor”, as the case may 
be, ] [or “Fund Unit” and “Investment Fund”, as the case may be] [•] shall 
also refer to all Underlyings(i=1) to (i=n) [and to all Indices(i=1) to (i=n) and all 
Index Sponsors(i=1) to (i=n), as the case may be] [and to all Fund Units(i=1) to 
(i=n) and all Investment Funds(i=1) to (i=n), as the case may be] [•].] 
 
[[The Underlying is] [The Underlyings are] [expressed in] [converted into] 
[related to] [the Underlying Currency] [•].] 
 
[In this context, the individual underlying values or components of [the] [an] 
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Underlying are referred to as a “Component” or, as the case may be, the 
“Components”.]  

  
[[Basiswert] [Korbbestandteil]-
Berechnungstag / [Underlying] [Basket 
Component] Calculation Date: 

Der [Basiswert] [Korbbestandteil]-Berechnungstag steht  
 
[•] 
 
[für jeden Tag, an dem [das Massgebliche Handelssystem] [,] [und] [die 
Massgebliche Börse] [,] [und] [der Massgebliche Devisenmarkt] [und] [der 
Massgebliche Referenzmarkt] für den Handel geöffnet [ist] [sind] [, und] [der 
Kurs des [Basiswerts] [Korbbestandteils] in Übereinstimmung mit den 
massgeblichen Regeln bestimmt wird]] 
 
[im Fall eines Index als Basiswert bzw. Korbbestandteil gegebenenfalls 
folgenden Text einfügen: [[bzw.], in Bezug auf den Index, ] für jeden Tag, an 
dem [(i)] der Index Sponsor den offiziellen Kurs für den Index bestimmt, 
berechnet und veröffentlicht [und (ii) ein Handel bzw. eine Notierung in den 
dem Index zugrunde liegenden Einzelwerten [, die mindestens 
[•] [80 %] [90 %] der Marktkapitalisierung aller Einzelwerte des lndex bzw. 
des Gesamtwerts des Index darstellen,] [in dem [Massgeblichen 
Handelssystem] [bzw.] [an der Massgeblichen Börse] stattfindet]]  
 
[im Fall eines Fondsanteils als Basiswert bzw. Korbbestandteil 
gegebenenfalls folgenden Text zusätzlich einfügen: [[bzw.], in Bezug auf 
einen Fondsanteil, ] für jeden Tag, an dem der [jeweilige] Administrator des 
Investmentfonds in Übereinstimmung mit den Gründungsdokumenten und 
dem Verkaufsprospekt des Investmentfonds den Nettoinventarwert für den 
Investmentfonds veröffentlicht].  
 
[im Fall eines Referenzsatzes als Basiswert bzw. Korbbestandteil 
gegebenenfalls folgenden Text zusätzlich einfügen: [[bzw.], in Bezug auf den 
Referenzsatz, ] für jeden Tag, an dem die [jeweilige] Massgebliche 
Referenzstelle den Kurs des [Basiswerts] [Korbbestandteils] in 
Übereinstimmung mit den massgeblichen Regeln bestimmt]. / 
 

 The [Underlying] [Basket Component] Calculation Date means  
 
[•] 
 
[each day, on which [the Relevant Trading System] [,] [and] [the Relevant 
Exchange] [,] [and] [the Relevant Exchange Market] [and] [the Relevant 
Reference Market] [is] [are] open for trading [and] [the Price of the 
[Underlying] [Basket Component] is determined in accordance with the 
relevant rules]]  
 
[in case of an Index as the Underlying or Basket Component, as the case may 
be, insert, if applicable, the following text: [[or, as the case may be, ] in 
relation to the Index] each day, on which [(i)] the Index Sponsor determines, 
calculates and publishes the official price of the Index, [and (ii) the 
Components, which are comprised in the Index are [, to the extent of at least 
[•] [80 %] [90 %] of the market capitalisation of all Components, which are 
comprised in the Index, or of the overall value of the Index, ] available for 
trading and quotation [in the Relevant Trading System] [or] [on the Relevant 
Exchange]] 
 
[in case of a fund unit as the Underlying or Basket Component, as the case 
may be, insert, if applicable, the following text: [[or, as the case may be, ] in 
relation to a Fund Unit] each day on which the [respective] administrator of 
the Investment Fund publishes the Net Asset Value for such Investment Fund 



 

 

 

UBS AG Base Prospectus 

 

57

in accordance with the relevant Investment Fund's prospectus and 
constitutional documents] 
 
[in case of a reference rate as the Underlying or Basket Component, as the 
case may be, insert, if applicable, the following text: [[or, as the case may 
be, ] in relation to a reference rate] each day on which the [respective] 
Relevant Reference Agent determines the Price of the [Underlying] [Basket 
Component] in accordance with the relevant rules]]. 

  
[Beginn des öffentlichen Angebots der 
Wertpapiere / Start of public offer of 
the Securities: 

[•] 
 
[gegebenenfalls Beginn des öffentlichen Angebots der Wertpapiere je Land, 
in dem das Angebot unterbreitet wird, einfügen: [•]] / 
 

 [•] 
 
[if applicable, insert Start of public offer of the Securities per country where 
the offer is being made: [•]] 

  
[Beobachtungszeitraum / Observation 
Period: 

[Der Beobachtungszeitraum steht für [•] [den Zeitraum beginnend [um [•] 
Uhr Ortszeit [•] [Frankfurt am Main, Bundesrepublik Deutschland] [London, 
Vereinigtes Königreich], [•]] am [Emissionstag] [Festlegungstag] [•] und 
endend [um [•] Uhr Ortszeit [Frankfurt am Main, Bundesrepublik 
Deutschland] [London, Vereinigtes Königreich] [•]] am [Verfalltag] 
[Bewertungstag] [bzw.] [letzten der Bewertungsdurchschnittstage].]  
 
[Der Beobachtungszeitraum(i=1) entspricht dem Zeitraum beginnend um [•] 
Uhr Ortszeit [•] [Frankfurt am Main] [London, Vereinigtes Königreich], am 
[•] und endend um [•] Uhr Ortszeit [•] [Frankfurt am Main, Bundesrepublik 
Deutschland] [London, Vereinigtes Königreich], am [•] 
[Beobachtungstag(i=1)] (einschliesslich) [•] und der Beobachtungszeitraum(i=n) 
entspricht dem Zeitraum beginnend um [•] Uhr Ortszeit [•] [Frankfurt am 
Main Bundesrepublik Deutschland] [London, Vereinigtes Königreich,] am 
[•] [Beobachtungstag(i=n-1) (ausschliesslich)] und endend um [•] Uhr Ortszeit 
[•] [Frankfurt am Main Bundesrepublik Deutschland] [London, Vereinigtes 
Königreich], am [•] [Beobachtungstag(i=n)] (einschliesslich).] / 
 

 [The Observation Period means [•] [the period, commencing on the [Issue 
Date] [Fixing Date] [•] [at [•] hrs local time [Frankfurt am Main, Federal 
Republic of Germany] [London, United Kingdom]) [•]] and ending [at [•] 
hrs local time [Frankfurt am Main, Federal Republic of Germany] [London, 
United Kingdom], [•]] on the [Maturity Date] [Valuation Date] [or] [latest 
of the Valuation Averaging Dates].] 
 
[The Observation Period(i=1) means the period commencing at [•] hrs local 
time [•] [Frankfurt am Main, Federal Republic of Germany] [London, 
United Kingdom], on [•] and ending at [•] hrs local time [•] [Frankfurt am 
Main, Federal Republic of Germany] [London, United Kingdom] on [•] 
[Observation Date(i=1)] (including) [•] and the Observation Period(i=n) means 
the period commencing at [•] hrs local time [•] [Frankfurt am Main, 
Federal Republic of Germany] [London, United Kingdom], on [•] 
[Observation Date(i=n-1) (excluding)] and ending at [•] hrs local time [•] 
[Frankfurt am Main, Federal Republic of Germany] [London, United 
Kingdom], on [•] [Observation Date(i=n)] (including).] ] 

  
[Berechnungsstelle / Calculation 
Agent: 

Die Berechnungsstelle bezeichnet [•] [UBS Deutschland AG, 
Stephanstrasse 14 – 16, 60313 Frankfurt am Main, Bundesrepublik 
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Deutschland] [UBS AG, Bahnhofstrasse 45, 8001 Zürich, Schweiz, und 
Aeschenvorstadt 1, 4051 Basel, Schweiz [, handelnd durch ihre 
Niederlassung [London, 1 Finsbury Avenue, London EC2M 2PP, Vereinigtes 
Königreich] [Jersey, 24 Union Street, Saint Helier, Jersey JE4 8UJ]]]. / 
 

 The Calculation Agent means [•] [UBS Deutschland AG, Stephan-
strasse 14 – 16, 60313 Frankfurt am Main, Federal Republic of Germany] 
[UBS AG, Bahnhofstrasse 45, 8001 Zurich, Switzerland, and Aeschen-
vorstadt 1, 4051 Basel, Switzerland [, acting through its [London Branch, 
1 Finsbury Avenue, London EC2M 2PP, United Kingdom] [Jersey Branch, 
24 Union Street, Saint Helier, Jersey JE4 8UJ]]].] 

  
[Bewertungsdurchschnittstag / 
Valuation Averaging Date: 

[Der Bewertungsdurchschnittstag steht für [•].] 
 
[Der Bewertungsdurchschnittstag(i=1) steht für den [•]; und 
 
der Bewertungsdurchschnittstag(i=n) steht (i) im Fall der Ausübung der 
Wertpapiere durch den Wertpapiergläubiger gemäss § 2 der Bedingungen der 
Optionsscheine, vorbehaltlich eines wirksamen Ausübungsverfahrens, für 
den [Ausübungstag] [unmittelbar auf den Ausübungstag folgenden Tag] [•] 
bzw. (ii) im Fall der Automatischen Ausübung der Wertpapiere gemäss § 3 
der Bedingungen der Optionsscheine für den [Automatischen Ausübungstag] 
[unmittelbar auf den Automatischen Ausübungstag folgenden Tag] [•]. 
 
Der Begriff „Bewertungsdurchschnittstag“ umfasst sämtliche 
Bewertungsdurchschnittstage(i=1) bis (i=n).] 
 
Falls einer dieser Tage kein [Basiswert] [Korbbestandteil]-Berechnungstag 
für [den Basiswert] [einen Basiswert(i)] [einen Korbbestandteil(i)] ist, dann 
gilt [•] [der unmittelbar [vorangehende] [darauf folgende] [Basiswert] 
[Korbbestandteil]-Berechnungstag als massgeblicher 
Bewertungsdurchschnittstag für  
[den Basiswert] 
[den jeweils betroffenen [Basiswert(i)] [Korbbestandteil(i)]]  
[sämtliche [Basiswerte] [Korbbestandteile]] ]. 
 
[Im Fall von deutschen Aktien als Basiswert bzw. als Korbbestandteil 
folgenden Text einfügen: Falls einer dieser Tage derjenige Tag ist, an dem die 
ordentliche Hauptversammlung der deutschen Aktiengesellschaft, deren 
Aktie [den Basiswert] [einen Korbbestandteil] [bzw. einen Einzelwert] bildet, 
stattfindet, bzw. der diesem Tag unmittelbar vorangehende 
[Basiswert] [Korbbestandteil]-Berechnungstag (ex Dividende Tag) ist, dann 
gilt [•] [der unmittelbar auf diesen Tag, an dem die ordentliche Haupt-
versammlung der deutschen Aktiengesellschaft, deren Aktie [den Basiswert] 
[einen Korbbestandteil] [bzw. einen Einzelwert] bildet, stattgefunden hat, 
folgende [Basiswert] [Korbbestandteil]-Berechnungstag als massgeblicher 
Bewertungsdurchschnittstag für  
[den Basiswert] 
[den jeweils betroffenen [Basiswert(i)] [Korbbestandteil(i)]]  
[sämtliche [Basiswerte] [Korbbestandteile]]].] / 
 

 [The Valuation Averaging Date means [•].] 
 
[The Valuation Averaging Date(i=1) means the [•]; and 
 
the Valuation Averaging Date(i=n) means (i) in case of an exercise by the 
Securityholder in accordance with § 2 of the Conditions of the Warrants, 
subject to an effective exercise procedure, [the relevant Exercise Date] [the 
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day immediately succeeding the relevant Exercise Date] [•] and (ii) in case 
of an Automatic Exercise in accordance with § 3 of the Conditions of the 
Warrants [the Automatic Exercise Date] [the day immediately succeeding the 
Automatic Exercise Date] [•]. 
 
The term “Valuation Averaging Date” shall also refer to all Valuation 
Averaging Dates(i=1) to (i=n).] 
 
If one of these days is not [an Underlying] [a Basket Component] 
Calculation Date in relation to [the Underlying] [an Underlying(i)] [a Basket 
Component(i)], [•] [the immediately [preceding] [succeeding] [Underlying] 
[Basket Component] Calculation Date is deemed to be the relevant Valuation 
Averaging Date in relation to 
[the Underlying]  
[the affected [Underlying(i)] [Basket Component(i)]]  
[the aggregate [Underlyings] [Basket Components]] ]. 
 
[In case of a German share as Underlying or Basket Component, as the case 
may be, add the following text: If one of these days is the day, on which the 
shareholders' general meeting of the German stock corporation, the share of 
which is used as [the Underlying] [a Basket Component] [or, as the case 
may be, a Component thereof], takes place, or, as the case may be, is the 
[Underlying] [Basket Component] Calculation Date immediately preceding 
such day, [•] [the [Underlying] [Basket Component] Calculation Date, 
immediately succeeding the day, on which the shareholders' general meeting 
of the German stock corporation, the share of which is used as [the 
Underlying] [a Basket Component] [or, as the case may be, a Component 
thereof], took place, shall be deemed to be the relevant Valuation Averaging 
Date in relation to 
[the Underlying] 
[the affected [Underlying(i)] [Basket Component(i)]]  
[the aggregate [Underlyings] [Basket Components]]]. ] 

  
[Bewertungstag / Valuation Date: [Der Bewertungstag entspricht [•].] 

 
[Der Bewertungstag steht (i) im Fall der Ausübung der Wertpapiere durch 
den Wertpapiergläubiger gemäss § 2 der Bedingungen der Optionsscheine, 
vorbehaltlich eines wirksamen Ausübungsverfahrens, für den [Ausübungs-
tag] [unmittelbar auf den Ausübungstag folgenden Tag] [•] bzw. (ii) im Fall 
der Automatischen Ausübung der Wertpapiere gemäss § 3 der Bedingungen 
der Optionsscheine für den [Automatischen Ausübungstag] [unmittelbar auf 
den Automatischen Ausübungstag folgenden Tag] [•].] 
 
Falls dieser Tag kein [Basiswert] [Korbbestandteil]-Berechnungstag für [den 
Basiswert] [einen Basiswert(i)] [einen Korbbestandteil(i)] ist, dann gilt [•] [der 
unmittelbar [vorangehende] [darauf folgende] [Basiswert] [Korbbestandteil]-
Berechnungstag als massgeblicher Bewertungstag für  
[den Basiswert] 
[den jeweils betroffenen [Basiswert(i)] [Korbbestandteil(i)]]  
[sämtliche [Basiswerte] [Korbbestandteile]] ].  
 
[Im Fall von deutschen Aktien als Basiswert bzw. als Korbbestandteil 
folgenden Text einfügen: Falls einer dieser Tage derjenige Tag ist, an dem die 
ordentliche Hauptversammlung der deutschen Aktiengesellschaft, deren 
Aktie [den Basiswert] [einen Korbbestandteil] [bzw. einen Einzelwert] bildet, 
stattfindet, bzw. der diesem Tag unmittelbar vorangehende 
[Basiswert] [Korbbestandteil]-Berechnungstag (ex Dividende Tag) ist, dann 
gilt [•] [der unmittelbar auf diesen Tag, an dem die ordentliche Haupt-
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versammlung der deutschen Aktiengesellschaft, deren Aktie [den Basiswert] 
[einen Korbbestandteil] [bzw. einen Einzelwert] bildet, stattgefunden hat, 
folgende [Basiswert] [Korbbestandteil]-Berechnungstag als massgeblicher 
Bewertungstag für  
[den Basiswert] 
[den jeweils betroffenen [Basiswert(i)] [Korbbestandteil(i)]]  
[sämtliche [Basiswerte] [Korbbestandteile]]].] / 
 

 [The Valuation Date means [•].] 
 
[The Valuation Date means (i) in case of an exercise by the Securityholder in 
accordance with § 2 of the Conditions of the Warrants, subject to an effective 
exercise procedure, [the relevant Exercise Date] [the day immediately 
succeeding the relevant Exercise Date] [•] and (ii) in case of an Automatic 
Exercise in accordance with § 3 of the Conditions of the Warrants [the 
Automatic Exercise Date] [the day immediately succeeding the Automatic 
Exercise Date] [•].] 
 
If this day is not [an Underlying] [a Basket Component] Calculation Date in 
relation to [the Underlying] [an Underlying(i)] [a Basket Component(i)], [•] 
[the immediately [preceding] [succeeding] [Underlying] [Basket 
Component] Calculation Date is deemed to be the relevant Valuation Date in 
relation to 
[the Underlying] 
[the affected [Underlying(i)] [Basket Component(i)]]  
[the aggregate [Underlyings] [Basket Components]] ].  
 
[In case of a German share as Underlying or Basket Component, as the case 
may be, add the following text: If one of these days is the day, on which the 
shareholders' general meeting of the German stock corporation, the share of 
which is used as [the Underlying] [a Basket Component] [or, as the case 
may be, a Component thereof], takes place, or, as the case may be, is the 
[Underlying] [Basket Component] Calculation Date immediately preceding 
such day, [•] [the [Underlying] [Basket Component] Calculation Date, 
immediately succeeding the day, on which the shareholders' general meeting 
of the German stock corporation, the share of which is used as [the 
Underlying] [a Basket Component] [or, as the case may be, a Component 
thereof], took place, shall be deemed to be the relevant Valuation Date in 
relation to 
[the Underlying] 
[the affected [Underlying(i)] [Basket Component(i)]]  
[the aggregate [Underlyings] [Basket Components]]]. ] 

  
[Bewertungszeit / Valuation Time: Die Bewertungszeit entspricht [•] 

 
[[•] Uhr [(Ortszeit [•] [Frankfurt am Main, Bundesrepublik Deutschland] 
[London, Vereinigtes Königreich]).]  
 
[[dem Zeitpunkt der offiziellen Bestimmung des [Kurses] [[•]-Kurses] des 
[Basiswerts] [jeweiligen Basiswerts(i)] [durch den Index Sponsor] [durch die 
Massgebliche Referenzstelle].] [•]]  
 
[im Fall eines Korbs als Basiswert folgenden Text einfügen: [[•] Uhr, jeweils 
zur für den jeweiligen Korbbestandteil(i) massgeblichen Ortszeit] [dem 
Zeitpunkt der offiziellen Bestimmung des [Kurses] [[•]-Kurses] des 
jeweiligen Korbbestandteils(i)] [durch den Index Sponsor] [durch die 
Massgebliche Referenzstelle].] [•]] /  
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 The Valuation Time equals [•] 
 
[[•] hrs [(local time [•] [Frankfurt am Main, Federal Republic of Germany] 
[London, United Kingdom]).] 
 
[[the time of the official determination of the [Price] [[•] price] of the 
[Underlying] [respective Underlying(i)] [by the Index Sponsor] [by the 
Relevant Reference Agent].] [•]] 
 
[in case of a Basket as the Underlying insert the following text: [[•], relevant 
local time for each Basket Component(i)] [the time of the official 
determination of the [Price] [[•]] price of each Basket Component(i)] [by the 
Index Sponsor] [by the Relevant Reference Agent].] [•]]] 

  
[Bezugsverhältnis / Conversion Ratio: Das Bezugsverhältnis entspricht [•] [[•] bzw. als Dezimalzahl ausgedrückt 

[•]; das heisst [•] [Wertpapier bezieht] [Wertpapiere beziehen] sich auf 
1 Basiswert [bzw. 1 Wertpapier bezieht sich auf [•] Basiswert[e]].] 
[indikativ. Das Bezugsverhältnis wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.*] / 
 

 The Conversion Ratio equals [•] [[•], or expressed as a decimal number [•], 
i.e. [•] [Security relates] [Securities relate] to 1 Underlying [, respectively, 1 
Security relates to [•] Underlying[s], as the case may be].] [indicative. The 
Conversion Ratio will be fixed [at the Fixing Time] on the Fixing Date.**] ] 

  
  
C.  
[Clearingstelle / Clearing Agent: Clearingstelle steht für [SIX SIS AG, Baslerstrasse 100, CH-4600 Olten, 

Schweiz („SIS“)] [Clearstream Banking AG, Frankfurt am Main, (Neue 
Börsenstrasse 1, 60487 Frankfurt am Main, Bundesrepublik Deutschland)] [,] 
[Clearstream Banking S.A., Luxemburg, (42 Avenue JF Kennedy, L-1855 
Luxemburg, Luxemburg)] [und] [Euroclear Bank S.A./ N.V., Brüssel, als 
Betreiberin des Euroclear Systems (1 Boulevard du Roi Albert IIB - 1210 
Brüssel, Belgien)] [•] oder jeden Nachfolger in dieser Funktion. [Der Begriff 
„Clearingstelle“ umfasst sämtliche Clearingstellen.] [Dabei wird die Dauer-
globalurkunde, die die Wertpapiere verbrieft, von [der SIS] [der Clearstream 
Banking AG, Frankfurt am Main,] [•] als „Verwahrstelle“ verwahrt.] / 
 

 Clearing Agent means [SIX SIS AG, Baslerstrasse 100, CH-4600 Olten, 
Switzerland (“SIS”)] [Clearstream Banking AG, Frankfurt am Main, (Neue 
Boersenstrasse 1, 60487 Frankfurt am Main, Federal Republic of Germany)] 
[,] [Clearstream Banking S.A., Luxembourg (42 Avenue JF Kennedy, L-1855 
Luxembourg, Luxembourg)] [and] [Euroclear Bank S.A./ N.V., Brussels, as 
operator of the Euroclear System (1 Boulevard du Roi Albert IIB - 1210 
Brussels, Belgium)] [•] or any successor in this capacity. [The term 
“Clearing Agent” shall refer to all Clearing Agents.] [The Permanent 
Global Note, which represents the Securities is deposited with [SIS] 
[Clearstream Banking AG, Frankfurt am Main,] [•] as “Depositary 
Agent”.] ] 

  
CS-Regeln / CA Rules: CS-Regeln steht [für [•], sowie] für die Vorschriften und Verfahren, die auf 

die Clearingstelle Anwendung finden und/oder von dieser herausgegeben 
werden. / 
 

 CA Rules means [[•] as well as] any regulation and operating procedure 
applicable to and/or issued by the Clearing Agent. 
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E.  
[Emissionsbegleiter / Issuing Agent: Der Emissionsbegleiter bezeichnet [•]. / 

 
 The Issuing Agent means [•].] 
  
Emissionspreis / Issue Price: Der Emissionspreis entspricht [•] [zuzüglich eines Ausgabeaufschlags in 

Höhe von [•] je Wertpapier]. [indikativ. Der Emissionspreis wird am 
Festlegungstag [zur Festlegungszeit] festgelegt.*] / 
 

 The Issue Price equals [•] [plus an offering premium amounting to [•] per 
Security]. [indicative. The Issue Price will be fixed on the Fixing Date [at the 
Fixing Time].**]  

  
Emissionstag / Issue Date: Der Emissionstag bezeichnet den [•]. [Bei Verkürzung oder Verlängerung 

der Zeichnungsfrist kann sich der Emissionstag entsprechend verschieben.] / 
 

 The Issue Date means [•]. [In case of abbreviation or extension of the 
Subscription Period the Issue Date may be changed accordingly.]  

  
[Emissionsvolumen / Issue Size: Das Emissionsvolumen beträgt [•] [Wertpapiere]. [indikativ. Das 

Emissionsvolumen wird am Festlegungstag [zur Festlegungszeit] festgelegt.*] 
/  
 

 The Issue Size means [•] [Securities]. [indicative. The Issue Size will be fixed 
on the Fixing Date [at the Fixing Time.**] ] 

  
Emittentin / Issuer: Die Emittentin bezeichnet die UBS AG, Bahnhofstrasse 45, 8001 Zürich, 

Schweiz, und Aeschenvorstadt 1, 4051 Basel, Schweiz [, handelnd durch ihre 
Niederlassung [London, 1 Finsbury Avenue, London EC2M 2PP, Vereinigtes 
Königreich] [Jersey, 24 Union Street, Saint Helier, Jersey JE4 8UJ]]. / 
 

 The Issuer means UBS AG, Bahnhofstrasse 45, 8001 Zurich, Switzerland, 
and Aeschenvorstadt 1, 4051 Basel, Switzerland [, acting through its 
[London Branch, 1 Finsbury Avenue, London EC2M 2PP, United Kingdom] 
[Jersey Branch, 24 Union Street, Saint Helier, Jersey JE4 8UJ]]. 

  
  
F.  
[Festlegungstag / Fixing Date: Der Festlegungstag bezeichnet [•].  

 
Falls dieser Tag kein [Basiswert] [Korbbestandteil]-Berechnungstag für [den 
Basiswert] [einen Basiswert(i)] [einen Korbbestandteil(i)] ist, dann gilt [•] [der 
unmittelbar [vorangehende] [darauf folgende] [Basiswert] [Korbbestandteil]-
Berechnungstag als Festlegungstag für  
[den Basiswert] 
[den jeweils betroffenen [Basiswert(i)] [Korbbestandteil(i)]]  
[sämtliche [Basiswerte] [Korbbestandteile]] ]. 
 
[Bei Verkürzung oder Verlängerung der Zeichnungsfrist kann sich der 
Festlegungstag entsprechend verschieben.] / 
 

 The Fixing Date means [•].  
 
If this day is not [an Underlying] [a Basket Component] Calculation Date in 
relation to [the Underlying] [an Underlying(i)] [a Basket Component(i)], [•] 
[the immediately [preceding] [succeeding] [Underlying] [Basket 
Component] Calculation Date is deemed to be the Fixing Date in relation to 
[the Underlying]  
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[the affected [Underlying(i)] [Basket Component(i)]]  
[the aggregate [Underlyings] [Basket Components]] ].  
 
[In case of abbreviation or extension of the Subscription Period the Fixing 
Date may be changed accordingly.] ] 

  
[Festlegungszeit / Fixing Time: Die Festlegungszeit entspricht [•] 

 
[[•] Uhr [(Ortszeit [•] [Frankfurt am Main, Bundesrepublik Deutschland] 
[London, Vereinigtes Königreich]).]  
 
[[dem Zeitpunkt der offiziellen Bestimmung des [Kurses] [[•]-Kurses] des 
[Basiswerts] [jeweiligen Basiswerts(i)] [durch den Index Sponsor] [durch die 
Massgebliche Referenzstelle].] [•]] 
 
[im Fall eines Korbs als Basiswert folgenden Text einfügen: [[•] Uhr, jeweils 
zur für den jeweiligen Korbbestandteil(i) massgeblichen Ortszeit] [dem 
Zeitpunkt der offiziellen Bestimmung des [Kurses] [[•]-Kurses] des 
jeweiligen Korbbestandteils(i)] [durch den Index Sponsor] [durch die 
Massgebliche Referenzstelle].] [•]] /  
 

 The Fixing Time equals [•] 
 
[[•] hrs [(local time [•] [Frankfurt am Main, Federal Republic of Germany] 
[London, United Kingdom]).] 
 
[[the time of the official determination of the [Price] [[•] price] of the 
[Underlying] [respective Underlying(i)] [by the Index Sponsor] [by the 
Relevant Reference Agent].] [•]] 
 
[in case of a Basket as the Underlying insert the following text: [[•], relevant 
local time for each Basket Component(i)] [the time of the official 
determination of the [Price] [[•] price] of each Basket Component(i)] [by the 
Index Sponsor] [by the Relevant Reference Agent].] [•]]] 

  
  
G.  
[Gesamtsumme der Emission / 
Aggregate Amount of the Issue: 

[Emissionspreis [(ohne Berücksichtigung des Ausgabeaufschlags)] x 
Emissionsvolumen] [•]. [indikativ. Die Gesamtsumme der Emission wird am 
Festlegungstag [zur Festlegungszeit] festgelegt.*] /  
 

 [Issue Price [(without consideration of the offering premium)] x Issue Size] 
[•]. [indicative. The Aggregate Amount of the Issue will be fixed on the 
Fixing Date [at the Fixing Time].**] ] 

  
[Geschäftstag / Business Day: Der Geschäftstag steht für [•] [jeden Tag, an dem die Banken in [Frankfurt 

am Main, Bundesrepublik Deutschland,] [und] [in [•]] für den 
Geschäftsverkehr geöffnet sind.] / 
 

 The Business Day means [•] [each day on which the banks in [Frankfurt am 
Main, Federal Republic of Germany,] [and] [in [•]] are open for business.] ] 

  
[Gewichtung / Weighting: Die Gewichtung  

 
[entspricht [•].] 
 
[in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)] entspricht [•] 
(„Gewichtung(i=1)“), [•] und 
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die Gewichtung in Bezug auf den [Basiswert(i=n)] [Korbbestandteil(i=n)] 
entspricht [•] („Gewichtung(i=n)“).] / 
 

 The Weighting  
 
[equals [•].] 
 
[in relation to the [Underlying(i=1)] [Basket Component(i=1)] equals [•] 
(“Weighting(i=1)”), [•] and 
 
the Weighting in relation to the [Underlying(i=n)] [Basket Component(i=n)] 
equals [•] (“Weighting(i=n)”).] ] 

  
  
H.  
[Hauptzahlstelle / Fiscal Agent: Die Hauptzahlstelle bezeichnet [•] [UBS AG, Bahnhofstrasse 45, 

8001 Zürich, Schweiz, und Aeschenvorstadt 1, 4051 Basel, Schweiz [, 
handelnd durch ihre Niederlassung [London, 1 Finsbury Avenue, London 
EC2M 2PP, Vereinigtes Königreich] [Jersey, 24 Union Street, Saint Helier, 
Jersey JE4 8UJ]]] [die Dexia Banque Internationale à Luxembourg, 69, route 
d’Esch, L-2953 Luxembourg]. / 
 

 The Fiscal Agent means [•] [UBS AG, Bahnhofstrasse 45, 8001 Zurich, 
Switzerland, and Aeschenvorstadt 1, 4051 Basel, Switzerland [, acting 
through its [London Branch, 1 Finsbury Avenue, London EC2M 2PP, United 
Kingdom] [Jersey Branch, 24 Union Street, Saint Helier, Jersey JE4 8UJ]]] 
[Dexia Banque Internationale à Luxembourg, 69, route d’Esch, L-2953 
Luxembourg].] 

  
[Hit Schwelle / Hit Threshold: Die Hit Schwelle entspricht [dem Kurs des Basiswerts von] [•]. [indikativ. 

[Die Hit Schwelle wird am Festlegungstag [zur Festlegungszeit] festgelegt.*]  
 

 The Hit Threshold equals [the Price of the Underlying of] [•]. [indicative. 
The Hit Threshold will be fixed on the Fixing Date [at Fixing Time].**]]  

  
  
I.  
[Insolvenz / Bankruptcy: Insolvenz bezeichnet [•] [liegt vor, wenn (i) ein Referenzschuldner aufgelöst 

wird (es sei denn, dies beruht auf einer Konsolidierung, 
Vermögensübertragung oder Verschmelzung; (ii) ein Referenzschuldner 
überschuldet (insolvent) oder zahlungsunfähig wird, oder es unterlässt, seine 
Verbindlichkeiten zu bezahlen, oder in einem gerichtlichen, 
aufsichtsrechtlichen oder Verwaltungsverfahren schriftlich seine Unfähigkeit 
eingesteht, generell seine Verbindlichkeiten bei Fälligkeit zu bezahlen; (iii) 
ein Referenzschuldner einen Liquidationsvergleich, Gläubigervergleich oder 
Insolvenzvergleich mit oder zugunsten seiner Gläubiger vereinbart; (iv) 
durch oder gegen einen Referenzschuldner ein Verfahren zur Insolvenz- oder 
Konkurseröffnung oder ein sonstiger Rechtsbehelf nach irgendeiner 
Insolvenz- oder Konkursordnung oder nach einem sonstigen vergleichbaren 
Gesetz, das Gläubigerrechte betrifft, eingeleitet wurde oder eingeleitet wird, 
oder bezüglich eines Referenzschuldners ein Antrag auf Auflösung oder 
Liquidation gestellt wird, und im Falle eines solchen Verfahrens oder eines 
solchen Antrags (A) entweder ein Urteil, in dem eine Insolvenz- oder 
Konkursfeststellung getroffen wird, oder eine Rechtsschutzanordnung oder 
eine Anordnung zur Auflösung oder Liquidation ergeht, oder (B) das 
Verfahren oder der Antrag nicht innerhalb von dreißig Kalendertagen nach 
Eröffnung oder Antragstellung abgewiesen, erledigt, zurückgenommen oder 
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ausgesetzt wird; (v) bezüglich eines Referenzschuldners ein Beschluss über 
dessen Auflösung, Fremdverwaltung oder Liquidation gefasst wird, es sei 
denn, dies beruht auf einer Konsolidierung, Vermögensübertragung oder 
Verschmelzung; (vi) ein Referenzschuldner die Bestellung eines Verwalters, 
vorläufigen Liquidators, Konservators, Zwangverwalters, Treuhänders, 
Verwahrers oder einer anderen Person mit vergleichbarer Funktion für sich 
oder sein gesamtes Vermögen oder wesentliche Vermögensteile beantragt 
oder einem solchen unterstellt wird; (vii) eine besicherte Partei das gesamte 
oder einen wesentlichen Teil des Vermögens eines Referenzschuldners in 
Besitz nimmt oder hinsichtlich des gesamten oder eines wesentlichen Teils 
des Vermögens eines Referenzschuldners eine Beschlagnahme, Pfändung, 
Sequestration oder ein anderes rechtliches Verfahren eingeleitet, 
durchgeführt oder vollstreckt wird und die besicherte Partei den Besitz für 
dreißig Kalendertage danach behält oder ein solches Verfahren nicht 
innerhalb von dreißig Kalendertagen danach abgewiesen, erledigt, 
zurückgenommen oder ausgesetzt wird; oder (viii) ein auf einen 
Referenzschuldner bezogenes Ereignis eintritt, welches nach den 
anwendbaren Vorschriften einer jeden Rechtsordnung eine den in (i) bis (vii) 
(einschließlich) genannten Fällen vergleichbare Wirkung hat]. / 
 

 Bankruptcy means [•] [a Reference Entity (i) is dissolved (other than 
pursuant to a consolidation, amalgamation or merger); (ii) becomes 
insolvent or is unable to pay its debts or fails or admits in writing in a 
judicial, regulatory or administrative proceeding or filing its inability 
generally to pay its debts as they become due; (iii) makes a general 
assignment, arrangement or composition with or for the benefit of its 
creditors; (iv) institutes or has instituted against it a proceeding seeking a 
judgement of insolvency or bankruptcy or any other relief under any 
bankruptcy or insolvency law or other similar law affecting creditors' rights, 
or a petition is presented for its winding-up or liquidation, and, in the case of 
any such proceeding or petition instituted or presented against it, such 
proceeding or petition (A) results in a judgement of insolvency or bankruptcy 
or the entry of an order for relief or the making of an order for its winding-
up or liquidation or (B) is not dismissed, discharged, stayed or restrained in 
each case within thirty calendar days of the institution or presentation 
thereof; (v) has a resolution passed for its winding-up, official management 
or liquidation (other than pursuant to a consolidation, amalgamation or 
merger); (vi) seeks or becomes subject to the appointment of an 
administrator, provisional liquidator, conservator, receiver, trustee, 
custodian or other similar official for it or for all or substantially all its 
assets; (vii) has a secured party take possession of all or substantially all its 
assets or has a distress, execution, attachment, sequestration or other legal 
process levied, enforced or sued on or against all or substantially all its 
assets and such secured party maintains possession, or any such process is 
not dismissed, discharged, stayed or restrained, in each case within thirty 
calendar days thereafter; or (viii) causes or is subject to any event with 
respect to it which, under the applicable laws of any jurisdiction, has an 
analogous effect to any of the events specified in clauses (i) to (vii) 
(inclusive).] ] 

  
  
K.  
[Kick Out Level / Kick Out Level: Der Kick Out Level  

 
[entspricht [•].] 
 
[in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)] entspricht [•] („Kick 
Out Level(i=1)“), [•] und 
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der Kick Out Level in Bezug auf den [Basiswert(i=n)] [Korbbestandteil(i=n)] 
entspricht [•] („Kick Out Level(i=n)“).]  
 
[indikativ. Der Kick Out Level [in Bezug auf den jeweiligen [Basiswert(i)] 
[Korbbestandteil(i)]] wird am Festlegungstag [zur Festlegungszeit] 
festgelegt.*] / 
 

 The Kick Out Level  
 
[equals [•].] 
 
[in relation to the [Underlying(i=1)] [Basket Component(i=1)] equals [•] 
(“Kick Out Level(i=1)”), [•] and 
 
the Kick Out Level in relation to the [Underlying(i=n)] [Basket 
Component(i=n)] equals [•] (“Kick Out Level(i=n)”)].] 
 
[indicative. The Kick Out Level [in relation to each [Underlying(i)] [Basket 
Component(i)] will be fixed on the Fixing Date [at the Fixing Time]. **]] 

  
[Kleinste handelbare Einheit / 
Minimum Trading Size: 

Die Kleinste handelbare Einheit entspricht [•] bzw. einem ganzzahligen 
Vielfachen davon. / 
 

 The Minimum Trading Size equals [•] or an integral multiple thereof.] 
  
[Knock Out Schwelle / Lower Lock Out 
Threshold: 

Die Knock Out Schwelle entspricht [dem Kurs des Basiswerts von] [•]. 
[indikativ. [Die Knock Out Schwelle wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.*] / 
 

 The Knock Out Threshold equals [the Price of the Underlying of] [•]. 
[indicative. The Knock Out Threshold will be fixed on the Fixing Date [at 
Fixing Time].**]] 

  
[Korbbestandteil / Basket Component: Der Korbbestandteil(i=1) entspricht [, vorbehaltlich eines Roll-Overs gemäss 

§ 6 [•] der Bedingungen der Optionsscheine,] [Bezeichnung [der Aktie] [des 
Index] [des Währungswechselkurses] [des Edelmetalls] [des Rohstoffs] [des 
Zinssatzes] [des Nichtdividendenwerts] [des Fondsanteils] [des Futures 
Kontrakts (gegebenenfalls einschliesslich Festlegung der Massgeblichen 
Verfallsmonate)] [des Referenzsatzes]: [•]] [im Fall eines Index als 
Korbbestandteil folgenden Text einfügen: (der „Index(i=1)“), wie er von [•] 
(der „Index Sponsor(i=1)“) verwaltet, berechnet und veröffentlicht wird] [im 
Fall eines Fondsanteils als Korbbestandteil folgenden Text zusätzlich 
einfügen: (der „Fondsanteil(i=1)“) an dem [•] (der „Investmentfonds(i=1)“)] 
[•] und 
 
der Korbbestandteil(i=n) entspricht [, vorbehaltlich eines Roll-Overs gemäss 
§ 6 [•] der Bedingungen der Optionsscheine,] [Bezeichnung [der Aktie] [des 
Index] [des Währungswechselkurses] [des Edelmetalls] [des Rohstoffs] [des 
Zinssatzes] [des Nichtdividendenwerts] [des Fondsanteils] [des Futures 
Kontrakts (gegebenenfalls einschliesslich Festlegung der Massgeblichen 
Verfallsmonate)] [des Referenzsatzes]: [•]] [im Fall eines Index als 
Korbbestandteil folgenden Text einfügen: (der „Index(i=n)“), wie er von [•] 
(der „Index Sponsor(i=n)“) verwaltet, berechnet und veröffentlicht wird] [im 
Fall eines Fondsanteils als Korbbestandteil folgenden Text zusätzlich 
einfügen: (der „Fondsanteil(i=n)“) an dem [•] (der „Investmentfonds(i=n)“)]. 
 
[[falls eine Kotierung der Optionsscheine an der SIX Swiss Exchange 
vorgesehen ist und es sich um Optionen auf Baskets handelt, mindestens 
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folgende Informationen über den Basket einfügen: 
 
[falls es sich um Optionen handelt, die sich auf einen Basket beziehen, 
welcher mindestens fünf Aktien oder Obligationen beinhaltet: 
a. Firmen der Gesellschaften; 
b. Valorennummern, ISIN, Ticker Codes; und 
c. Nennung der Hauptbörse, an welcher die Beteiligungs- oder 
Forderungsrechte kotiert sind.] 
 
[falls es sich um Optionen handelt, die sich auf einen Basket beziehen, 
welcher Anteile an mindestens fünf kollektiven Kapitalanlagen beinhaltet: 
a. Namen der Fonds; 
b. Valorennummern, ISIN, Ticker Codes der Fonds; 
c. Nennung der Hauptbörse, an welcher die Fonds kotiert sind; und 
d. Bestätigung, dass die Fonds von der Eidgenössischen Bankenkommission 
bewilligt wurden.]]] 
 
[Sämtliche Korbbestandteile werden [ausgedrückt in] [umgerechnet in] 
[bezogen auf] [der] [die] Basiswährung] [•]]. / 
 
[In diesem Zusammenhang werden die einem Korbbestandteil zugrunde 
liegenden Werte bzw. Komponenten jeweils als „Einzelwert“ bzw. die 
„Einzelwerte“ bezeichnet.] 
 
Der Begriff „Korbbestandteil“ [bzw. „Index“ und „Index Sponsor“] [bzw. 
„Fondsanteil“ und „Investmentfonds“] [•] umfasst sämtliche 
Korbbestandteile(i=1) bis (i=n) [bzw. sämtliche Indizes(i=1) bis (i=n) und sämtliche 
Index Sponsoren(i=1) bis (i=n)] [bzw. sämtliche Fondsanteile(i=1) bis (i=n) und 
sämtliche Investmentfonds(i=1) bis (i=n) [•]]. / 
 

 The Basket Component(i=1) equals [, subject to a Roll Over in accordance 
with § 6 [•] of the Conditions of the Warrants,] [Description of [the share] 
[the Index] [the currency exchange rate] [the precious metal] [the 
commodity] [the interest rate] [the non-equity security] [the fund unit] [the 
futures contract (if applicable, including determination of the Relevant 
Expiration Months)] [the reference rate]: [•]] [in case of an Index as the 
Basket Component insert the following text: (the “Index(i=1)”), as 
maintained, calculated and published by [•] (the “Index Sponsor(i=1)”)] [in 
case of a fund unit as the Basket Component insert the following text: (the 
“Fund Unit(i=1)”) in the [•] (the “Investment Fund(i=1)”)]; [•] and  
 
the Basket Component(i=n) equals [, subject to a Roll Over in accordance with 
§ 6 [•] of the Conditions of the Warrants,] [Description of [the share] [the 
Index] [the currency exchange rate] [the precious metal] [the commodity] 
[the interest rate] [the non-equity security] [the fund unit] [the futures 
contract (if applicable, including determination of the Relevant Expiration 
Months)] [the reference rate]: [•]] [in case of an Index as the Basket 
Component insert the following text: (the “Index(i=n)”), as maintained, 
calculated and published by [•] (the “Index Sponsor(i=n)”)] [in case of a 
fund unit as the Basket Component insert the following text: (the “Fund 
Unit(i=n)”) in the [•] (the “Investment Fund(i=n)”)]. 
 
[[if Securities are to be listed at the SIX Swiss Exchange, insert a description 
of the Basket comprising the aforementioned assets: [•] including at least the 
following information: 
 
[In case of Warrants on baskets consisting of at least five equity securities or 
debt securities: 
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a. names of the respective companies; 
b. security numbers, ISIN, ticker symbols; 
c. name of the primary exchange on which the equity securities or debt 
securities issues are listed;] 
 
[In case of Warrants on baskets consisting of at least five investment funds: 
a. names of the respective funds; 
b. security numbers, ISIN, ticker symbols of said funds; 
c. name of the primary exchange on which said funds are listed; 
d. indication that said funds have been approved by the Federal Banking 
Commission.]]] 
 
[The Basket Components are [expressed in] [converted into] [related to] [the 
Underlying Currency] [•]].] 
 
[In this context, the individual underlying values or components of a Basket 
Component are referred to as a “Component” or, as the case may be, the 
“Components”.] 
 
The term “Basket Component” [or “Index” and “Index Sponsor”, as the 
case may be, ] [or “Fund Unit” and “Investment Fund”, as the case may be] 
[•] shall also refer to all Basket Components(i=1) to (i=n) [and to all Indices(i=1) 
to (i=n) and all Index Sponsors(i=1) to (i=n), as the case may be] [and to all Fund 
Units(i=1) to (i=n) and all Investment Funds(i=1) to (i=n), as the case may be] 
[•]. ] 

  
[Kreditereignis / Credit Event: Kreditereignis bezeichnet [•] [das Vorliegen einer von der Berechnungsstelle 

festgestellten [Insolvenz, Nichtzahlung, Vorzeitige Fälligstellung von 
Verbindlichkeiten, Leistungsstörungen im Zusammenhang mit 
Verbindlichkeiten, Nichtanerkennung/Moratorium oder Restrukturierung]. /  
 

 Credit Event means [•] [any one or more of [Bankruptcy, Failure to Pay, 
Obligation Acceleration, Obligation Default, Repudiation/Moratorium or 
Restructuring] [•] which is determined by the Calculation Agent as having 
occurred]. ] 

  
[Kurs des Basiswerts / Price of the 
Underlying:  

Der Kurs des Basiswerts entspricht 
 
[•] 
 
[dem [fortlaufend] [im Massgeblichen Handelssystem] [bzw.] [an der 
Massgeblichen Börse] ermittelten [•] Kurs des Basiswerts.]  
 
[im Fall eines Index als Basiswert gegebenenfalls folgenden Text einfügen: 
dem von dem Index Sponsor berechneten und veröffentlichten [•] Kurs des 
Basiswerts.]  
 
[im Fall eines Währungswechselkurses als Basiswert gegebenenfalls 
folgenden Text einfügen: [•] [dem [fortlaufend] in dem Massgeblichen 
Devisenmarkt ermittelten] [und] [dem] [auf [Reuters] [Bloomberg] auf der 
Seite [„EUROFX/1“] [•]] [auf der Massgeblichen Bildschirmseite] bzw. auf 
einer diese Seite ersetzenden Seite, veröffentlichten [Geld-] [Mittel-] [Brief-] 
[•] Kurs des Basiswerts.]] 
 
[im Fall eines Zinssatzes als Basiswert gegebenenfalls folgenden Text 
einfügen: [•] [dem [fortlaufend] in dem Massgeblichen Referenzmarkt 
ermittelten] [und] [dem] [auf der Massgeblichen Bildschirmseite bzw. auf 
einer diese Seite ersetzenden Seite, veröffentlichten] [•] Kurs des Basis-
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werts.]] 
 
[im Fall eines Fondsanteils als Basiswert gegebenenfalls folgenden Text 
einfügen: [•] [dem Nettoinventarwert des Investmentfonds bezogen auf den 
Fondsanteil, wie er von dem Administrator des Investmentfonds berechnet 
[und veröffentlicht] wird.]] 
 
[im Fall eines Future-Kontrakts als Basiswert gegebenenfalls folgenden Text 
einfügen: [•] [dem [fortlaufend] in dem Massgeblichen Referenzmarkt 
ermittelten] [und] [dem] [auf der Massgeblichen Bildschirmseite bzw. auf 
einer diese Seite ersetzenden Seite, veröffentlichten] [•] Kurs des Basis-
werts.]] 
 
[im Fall eines Referenzsatzes als Basiswert gegebenenfalls folgenden Text 
einfügen: [•] [dem [fortlaufend] [in dem Massgeblichen Referenzmarkt] [von 
der Massgeblichen Referenzstelle] ermittelten] [und] [dem] [auf der 
Massgeblichen Bildschirmseite bzw. auf einer diese Seite ersetzenden Seite, 
veröffentlichten] [•] Kurs des Basiswerts.]] 
 
[im Fall eines Korbs als Basiswert folgenden Text einfügen: [•] [der Summe 
der jeweiligen Kurse der Korbbestandteile [multipliziert mit der 
[Prozentualen] Gewichtung des jeweiligen Korbbestandteils im Korb].]  
 
[im Fall eines Portfolios von Basiswerten folgenden Text einfügen: [•] [der 
Summe der jeweiligen Kurse der Basiswerte [multipliziert mit der 
[Prozentualen] Gewichtung des jeweiligen Basiswerts im Portfolio] 
[, bezogen auf die Basiswährung].]]  
 
[Der Kurs des [jeweiligen] Basiswerts wird [ausgedrückt in] [umgerechnet 
in] [bezogen auf] [der] [die] Basiswährung] [•].] 
 
[im Fall eines Währungswechselkurses, Zinssatzes, Future-Kontrakts bzw. 
Referenzsatzes als Basiswert gegebenenfalls zusätzlich folgenden Text 
einfügen: [●] [Sollte zu der [jeweils] massgeblichen [Festlegungszeit] [bzw.] 
[Bewertungszeit] die [jeweils] Massgebliche Bildschirmseite nicht zur 
Verfügung stehen oder wird der Kurs des [jeweiligen] Basiswerts nicht 
angezeigt, entspricht der massgebliche Kurs dem [[●]satz] [[●]kurs] [●] 
[(ausgedrückt als Prozentsatz p.a.)] wie er auf der entsprechenden 
Bildschirmseite eines anderen Wirtschaftsinformationsdienstes angezeigt 
wird. Sollte der Kurs des [jeweiligen] Basiswerts nicht mehr in einer der 
vorgenannten Arten angezeigt werden, ist die Emittentin berechtigt, nach 
billigem Ermessen [im Fall von Optionsscheinen nach deutschem Recht: 
gemäss § 315 BGB] als massgeblichen Kurs einen auf der Basis der dann 
geltenden Marktusancen ermittelten [[●]satz] [[●]kurs] [●] [(ausgedrückt als 
Prozentsatz p. a.)] festzulegen. Die Emittentin ist in diesem Fall berechtigt, 
aber nicht verpflichtet, von von ihr nach billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: gemäss § 315 BGB] bestimmten 
Referenzbanken deren jeweilige Quotierungen für den dem [jeweiligen] 
Basiswert entsprechenden [[●]satz] [[●]kurs] [●] [(ausgedrückt als Prozent-
satz p.a.)] zur der [jeweils] massgeblichen [Festlegungszeit] [bzw.] 
[Bewertungszeit] am betreffenden [Bewertungstag] [Bewertungsdurch-
schnittstag] [●] anzufordern. Für den Fall, dass mindestens [zwei] [●] der 
Referenzbanken gegenüber der Emittentin eine entsprechende Quotierung 
abgegeben haben, ist die Berechnungsstelle berechtigt, aber nicht 
verpflichtet, den massgeblichen Kurs anhand des von ihr errechneten [arith-
metischen] Durchschnitts (gegebenenfalls aufgerundet auf das nächste ein 
Tausendstel Prozent) der ihr von diesen Referenzbanken genannten 
Quotierungen zu bestimmen.] / 
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 The Price of the Underlying means  

 
[•] 
 
[[the [•] price of the Underlying as [continuously] determined [in the 
Relevant Trading System] [or] [on the Relevant Exchange].] 
 
[in case of an Index as the Underlying insert, if applicable, the following text: 
the [•] price of the Underlying as calculated and published by the Index 
Sponsor.]  
 
[in case of a currency exchange rate as the Underlying insert, if applicable, 
the following text: [•] [the [•] [bid] [mean] [ask] [•] price of the Underlying 
as [[continuously] determined on the Relevant Exchange Market] [and] 
[published on [[Reuters] [Bloomberg] on page [“EUROFX/1”] [•]] [the 
Relevant Screen Page], or a substitute page thereof.] 
 
[in case of an interest rate as the Underlying insert, if applicable, the 
following text: [•] [the [•] price of the Underlying as [[continuously] 
determined on the Relevant Reference Market] [and] [published on the 
Relevant Screen Page or a substitute page thereof].]] 
 
[in case of a fund unit as the Underlying insert the following text: [•] [the 
Net Asset Value of the Investment Fund in relation to the Fund Unit, as 
calculated [and published] by the administrator of the Investment Fund.]] 
 
[in case of a futures contract as the Underlying insert, if applicable, the 
following text: [•] [the [•] price of the Underlying as [[continuously] 
determined on the Relevant Reference Market] [and] [published on the 
Relevant Screen Page or a substitute page thereof].]] 
 
[in case of a reference rate as the Underlying insert, if applicable, the 
following text: [•] [the [•] price of the Underlying as [[continuously] 
determined [on the Relevant Reference Market] [by the Relevant Reference 
Agent]] [and] [published on the Relevant Screen Page or a substitute page 
thereof].]] 
 
[in case of a Basket as the Underlying insert, if applicable, the following text: 
[•] [the sum of the respective Prices of the Basket Components [each 
multiplied by the [Percentage] Weighting of the respective Basket 
Component within the Basket.]] 
 
[in case of a portfolio of Underlyings insert, if applicable, the following text: 
[•] [the sum of the respective Prices of the Underlyings [each multiplied by 
the [Percentage] Weighting of the respective Underlying within the portfolio] 
[, related to the Underlying Currency].]] 
 
[The Price of the [respective] Underlying is [expressed in] [converted into] 
[related to] [the Underlying Currency] [•].]  
 
[in case of a currency exchange rate, interest rate, futures contract or a 
reference rate as the Underlying, as the case may be, add, if applicable, the 
following text: [●] [If the [respective] Relevant Screen Page at the 
[respective] [Fixing Time] [or, as the case may be,] [Valuation Time] is not 
available or if the Price for the [respective] Underlying is not displayed, the 
relevant Price shall be the [[●]rate] [[●]price] [●] [(expressed as a 
percentage p.a.)] as displayed on the corresponding page of another 



 

 

 

UBS AG Base Prospectus 

 

71

financial information service. If the Price of the [respective] Underlying is 
no longer displayed in one of the above forms, the Issuer is entitled to specify 
at its reasonable discretion [in case of German law governed Warrants: 
pursuant to § 315 of the BGB] a [[●]rate] [[●]price] [●] [(expressed as a 
percentage p.a.)] calculated on the basis of the standard market practices 
applicable at that time as the relevant price. In this case the Issuer is entitled 
but not obliged to request from reference banks selected at its reasonable 
discretion [in case of German law governed Warrants: pursuant to § 315 of 
the BGB] their respective quotes for the [[●]rate] [[●]price] [●] 
corresponding to the [respective] Underlying [(expressed as a percentage 
rate p.a.)] at the [respective] [Fixing Time] [or, as the case may be,] 
[Valuation Time] on the relevant [Valuation Date] [Valuation Averaging 
Date] [●]. If at least [two] [●] of the reference banks have provided a 
corresponding quote to the Issuer, the Calculation Agent is entitled but not 
obliged to determine the relevant price by using the [arithmetical] average 
calculated by it (if necessary rounded to the nearest one thousandth of a 
percent) of the quotes specified by these reference banks.]] 

  
[Kurs des Korbbestandteils / Price of 
the Basket Component: 

Der Kurs des Korbbestandteils entspricht  
 
[•] 
 
[jeweils [dem] [den] [fortlaufend] [im jeweiligen Massgeblichen 
Handelssystem] [bzw.] [an der jeweiligen Massgeblichen Börse] ermittelten 
[•] Kurs[en] [des] [der] jeweiligen Korbbestandteil[s][e]] [bzw.]  
 
[im Fall eines Index als Korbbestandteil gegebenenfalls folgenden Text 
einfügen: [dem] [den] von dem Index Sponsor berechneten und 
veröffentlichten [•] Kurs[en] [des] [der] jeweiligen Korbbestandteil[s][e]] 
[bzw.]  
 
[im Fall eines Währungswechselkurses als Korbbestandteil gegebenenfalls 
folgenden Text einfügen: [•] [[dem] [den] [fortlaufend] in dem 
Massgeblichen Devisenmarkt ermittelten] [und] [dem] [den] [auf [Reuters] 
[Bloomberg] auf der Seite [„EUROFX/1“] [•]] [auf der Massgeblichen 
Bildschirmseite] bzw. auf einer diese Seite ersetzenden Seite, 
veröffentlichten [Geld-] [Mittel-] [Brief-] [•] Kurs[en] [des] [der] jeweiligen 
Korbbestandteil[s][e]] [bzw.] 
 
[im Fall eines Zinssatzes als Korbbestandteil gegebenenfalls folgenden Text 
einfügen: [•] [[dem] [den] [fortlaufend] in dem Massgeblichen 
Referenzmarkt ermittelten] [und] [dem] [den] [auf der Massgeblichen 
Bildschirmseite bzw. auf einer diese Seite ersetzenden Seite, 
veröffentlichten] [•] Kurs[en] [des] [der] jeweiligen Korbbestandteil[s][e]] 
[bzw.] 
 
[im Fall eines Fondsanteils als Korbbestandteil folgenden Text einfügen: [•] 
[dem Nettoinventarwert des [jeweiligen] Investmentfonds bezogen auf den 
Fondsanteil, wie er von [•] [dem [jeweiligen] Administrator des 
Investmentfonds] berechnet [und veröffentlicht wird]] [bzw.] 
 
[im Fall eines Future-Kontrakts als Korbbestandteil gegebenenfalls 
folgenden Text einfügen: [•] [[dem] [den] [fortlaufend] in dem 
Massgeblichen Referenzmarkt ermittelten] [und] [[dem] [den] [auf der 
Massgeblichen Bildschirmseite bzw. auf einer diese Seite ersetzenden Seite, 
veröffentlichten] [•] Kurs[en] [des] [der] jeweiligen Korbbestandteil[s][e]] 
[bzw.] 
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[im Fall eines Referenzsatzes als Korbbestandteil gegebenenfalls folgenden 
Text einfügen: [•] [dem [fortlaufend] [in dem Massgeblichen Referenzmarkt] 
[von der Massgeblichen Referenzstelle] ermittelten] [und] [dem] [den] [auf 
der Massgeblichen Bildschirmseite bzw. auf einer diese Seite ersetzenden 
Seite, veröffentlichten] [•] Kurs[en] [des] [der] jeweiligen Korbbestand-
teil[s][e]]. 
 
[Der Kurs jedes Korbbestandteils wird [ausgedrückt in] [umgerechnet in] 
[bezogen auf] [der] [die] Basiswährung] [•].] 
 
[im Fall eines Währungswechselkurses, Zinssatzes, Future-Kontrakts bzw. 
Referenzsatzes als Korbbestandteil gegebenenfalls folgenden Text einfügen: 
[●] [Sollte zu der [jeweils] massgeblichen [Festlegungszeit] [bzw.] 
[Bewertungszeit] die [jeweils] Massgebliche Bildschirmseite nicht zur 
Verfügung stehen oder wird der Kurs des [jeweiligen] Korbbestandteils nicht 
angezeigt, entspricht der massgebliche Kurs dem [[●]satz] [[●]kurs] [●] 
[(ausgedrückt als Prozentsatz p.a.)] wie er auf der entsprechenden 
Bildschirmseite eines anderen Wirtschaftsinformationsdienstes angezeigt 
wird. Sollte der Kurs des [jeweiligen] Korbbestandteils nicht mehr in einer 
der vorgenannten Arten angezeigt werden, ist die Emittentin berechtigt, nach 
billigem Ermessen [im Fall von Optionsscheinen nach deutschem Recht: 
gemäss § 315 BGB] als massgeblichen Kurs einen auf der Basis der dann 
geltenden Marktusancen ermittelten [[●]satz] [[●]kurs] [●] [(ausgedrückt als 
Prozentsatz p. a.)] festzulegen. Die Emittentin ist in diesem Fall berechtigt, 
aber nicht verpflichtet, von von ihr nach billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: gemäss § 315 BGB] bestimmten 
Referenzbanken deren jeweilige Quotierungen für den dem [jeweiligen] 
Korbbestandteil entsprechenden [[●]satz] [[●]kurs] [●] [(ausgedrückt als 
Prozentsatz p.a.)] zur der [jeweils] massgeblichen [Festlegungszeit] [bzw.] 
[Bewertungszeit] am betreffenden [Bewertungstag] [Bewertungsdurch-
schnittstag] [●] anzufordern. Für den Fall, dass mindestens [zwei] [●] der 
Referenzbanken gegenüber der Emittentin eine entsprechende Quotierung 
abgegeben haben, ist die Berechnungsstelle berechtigt, aber nicht 
verpflichtet, den massgeblichen Kurs anhand des von ihr errechneten [arith-
metischen] Durchschnitts (gegebenenfalls aufgerundet auf das nächste ein 
Tausendstel Prozent) der ihr von diesen Referenzbanken genannten 
Quotierungen zu bestimmen.] / 
 

 The Price of the Basket Component means  
 
[•] 
 
[the [•] price(s) of the respective Basket Component(s) as [continuously] 
determined [by the Relevant Trading System] [or] [on the Relevant 
Exchange]] [or]  
 
[in case of an Index as the Basket Component insert, if applicable, the 
following text: the [•] price[s) of the [relevant] Basket Component[s]) as 
calculated and published by the Index Sponsor] [or]  
 
[in case of a currency exchange rate as the Basket Component insert, if 
applicable, the following text: [•] [the [•] [bid] [mean] [ask] [•] price[s] of 
the [relevant] Basket Component[s] as [[continuously] determined on the 
Relevant Exchange Market] [and] [published on [[Reuters] [Bloomberg] on 
page [“EUROFX/1”] [•]] [the Relevant Screen Page], or a substitute page 
thereof.] [or] 
 
[in case of an interest rate as the Basket Component insert, if applicable, the 
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following text: [•] [the [•] price[s] of the [relevant] Basket Component[s] as 
[[continuously] determined on the Relevant Reference Market] [and] 
[published on the Relevant Screen Page or a substitute page thereof]] [or] 
 
[in case of a fund unit as the Basket Component insert, if applicable, the 
following text: [•] [the Net Asset Value of the [relevant] Investment Fund in 
relation to the Fund Unit, as calculated [and published] by [•] [the 
[relevant] administrator of the Investment Fund] [or] 
 
[in case of a futures contract as the Basket Component insert, if applicable, 
the following text: [•] [the [•]price[s] of the [relevant] Basket Component[s] 
as [[continuously] determined on the Relevant Reference Market] [and] 
[published on the Relevant Screen Page or a substitute page thereof]]] [or] 
 
[in case of a reference rate as the Basket Component insert, if applicable, the 
following text: [•] [the [•]price[s] of the [relevant] Basket Component[s] as 
[[continuously] determined [on the Relevant Reference Market] [by the 
Relevant Reference Agent]] [and] [published on the Relevant Screen Page or 
a substitute page thereof].]] [or] 
 
[The Price of each Basket Component is [expressed in] [converted into] 
[related to] [the Underlying Currency] [•].] 
 
[in case of a currency exchange rate, interest rate, futures contract or a 
reference rate as Basket Component, as the case may be, insert, if applicable, 
the following text: [●] [If the [respective] Relevant Screen Page at the 
[respective] [Fixing Time] [or, as the case may be,] [Valuation Time] is not 
available or if the Price for the [respective] Basket Component is not 
displayed, the relevant Price shall be the [[●]rate] [[●]price] [●] 
[(expressed as a percentage p.a.)] as displayed on the corresponding page of 
another financial information service. If the Price of the [respective] Basket 
Component is no longer displayed in one of the above forms, the Issuer is 
entitled to specify at its reasonable discretion [in case of German law 
governed Warrants: pursuant to § 315 of the BGB] a [[●]rate] [[●]price] [●] 
[(expressed as a percentage p.a.)] calculated on the basis of the standard 
market practices applicable at that time as the relevant price. In this case the 
Issuer is entitled but not obliged to request from reference banks selected at 
its reasonable discretion [in case of German law governed Warrants: 
pursuant to § 315 of the BGB] their respective quotes for the [[●]rate] 
[[●]price] [●] corresponding to the [respective] Basket Component 
[(expressed as a percentage rate p.a.)] at the [respective] [Fixing Time] [or, 
as the case may be,] [Valuation Time] on the relevant [Valuation Date] 
[Valuation Averaging Date] [●]. If at least [two] [●] of the reference banks 
have provided a corresponding quote to the Issuer, the Calculation Agent is 
entitled but not obliged to determine the relevant price by using the 
[arithmetical] average calculated by it (if necessary rounded to the nearest 
one thousandth of a percent) of the quotes specified by these reference 
banks.]]] 

  
[Kursschwelle / Floor: Die Kursschwelle 

 
[entspricht [•].] 
 
[in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)] entspricht [•] 
(„Kursschwelle(i=1)“), [•] und 
 
die Kursschwelle in Bezug auf den [Basiswert(i=n)] [Korbbestandteil(i=n)] 
entspricht [•] („Kursschwelle(i=n)“).]  
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[indikativ. Die Kursschwelle [in Bezug auf den jeweiligen [Basiswert(i)] 
[Korbbestandteil(i)]] wird am Festlegungstag [zur Festlegungszeit] 
festgelegt.*] / 
 

 The Floor  
 
[equals [•].] 
 
[in relation to the [Underlying(i=1)] [Basket Component(i=1)] equals [•] 
(“Floor(i=1)”), [•] and 
 
the Floor in relation to the [Underlying(i=n)] [Basket Component(i=n)] equals 
[•] (“Floor(i=n)”)].] 
 
[indicative. The Floor [in relation to each [Underlying(i)] [Basket 
Component(i)] will be fixed on the Fixing Date [at the Fixing Time].**]] 

  
[Kündigungsschwelle / Termination 
Threshold: 

Die Kündigungsschwelle 
 
[entspricht [•].] 
 
[in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)] entspricht [•] 
(„Kündigungsschwelle(i=1)“), [•] und 
 
die Kündigungsschwelle in Bezug auf den [Basiswert(i=n)] [Korbbestand-
teil(i=n)] entspricht [•] („Kündigungsschwelle(i=n)“).]  
 
[indikativ. Die Kündigungsschwelle [in Bezug auf den jeweiligen 
[Basiswert(i)] [Korbbestandteil(i)]] wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.*] / 
 

 The Termination Threshold 
 
[equals [•].] 
 
[in relation to the [Underlying(i=1)] [Basket Component(i=1)] equals [•] 
(“Termination Threshold(i=1)”), [•] and 
 
the Termination Threshold in relation to the [Underlying(i=n)] [Basket 
Component(i=n)] equals [•] (“Termination Threshold(i=n)”)].] 
 
[indicative. The Termination Threshold [in relation to each [Underlying(i)] 
[Basket Component(i)] will be fixed on the Fixing Date [at the Fixing 
Time].**]] 

  
  
L.  
[Laufzeit der Wertpapiere / Term of 
the Securities: 

Die Laufzeit der Wertpapiere steht für [•] [den Zeitraum beginnend [um [•] 
Uhr Ortszeit [•] [Frankfurt am Main, Bundesrepublik Deutschland,] [•]] am 
[Emissionstag] [Festlegungstag] [•] und endend [um [•] Uhr Ortszeit 
[Frankfurt am Main, Bundesrepublik Deutschland,] [•]] [mit der Feststellung 
des Abrechnungskurses] am [Verfalltag] [Bewertungstag] [bzw.] [letzten der 
Bewertungsdurchschnittstage]]. / 
 

 The Term of the Securities means [•] [the period, commencing on the [Issue 
Date] [Fixing Date] [•] [at [•] hrs local time [Frankfurt am Main, Federal 
Republic of Germany,] [•]] and ending [at [•] hrs local time [Frankfurt am 



 

 

 

UBS AG Base Prospectus 

 

75

Main, Federal Republic of Germany,] [•]] [with the determination of the 
Settlement Price] on the [Expiration Date] [Valuation Date] [or] [latest of 
the Valuation Averaging Dates].]] 

  
[Leistungsstörungen im Zusammen-
hang mit Verbindlichkeiten / 
Obligation Default: 

Leistungsstörungen im Zusammenhang mit Verbindlichkeiten bedeutet [•]. /  
 

 Obligation Default means [•].] 
  
[Leverage-Faktor / Leverage Factor: Der Leverage-Faktor entspricht [•] [indikativ. Der Leverage-Faktor wird am 

Festlegungstag [zur Festlegungszeit] festgelegt.*] /  
 

 The Leverage Factor equals [•] [indicative. The Leverage Factor will be 
fixed on the Fixing Date [at Fixing Time].**]] 

  
[Lock Out Schwelle / Lock Out 
Threshold: 

Die Lock Out Schwelle entspricht [dem Kurs des Basiswerts von] [•]. 
[indikativ. [Die Lock Out Schwelle wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.*] / 
 

 The Lock Out Threshold equals [the Price of the Underlying of] [•]. 
[indicative. The Lock Out Threshold will be fixed on the Fixing Date [at 
Fixing Time]. **] 

  
  
M.  
[Manager / Manager: Manager bezeichnet 

 
[•]  
 
[Der Begriff „Manager“ umfasst sämtliche Manager(i=1) bis (i=n).] / 
 

 The Manager means 
 
[•] 
 
[The term “Manager” shall also refer to all Managers(i=1) to (i=n).] ] 

  
[Massgebliche Börse / Relevant 
Exchange: 

Die Massgebliche Börse bezeichnet 
 
[•]  
 
[im Fall eines Index als Basiswert bzw. Korbbestandteil folgenden Text 
einfügen: die Börse(n), an (der) (denen) aufgrund der Bestimmung des Index 
Sponsors die im Index enthaltenen Einzelwerte gehandelt werden.]  
 
[[•] in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)], [•] und [•] in 
Bezug auf den [Basiswert(i=n)] [Korbbestandteil(i=n)]. Der Begriff „Massgeb-
liche Börse“ umfasst sämtliche Massgeblichen Börsen(i=1) bis (i=n).] /  
 

 The Relevant Exchange means 
 
[•]  
 
[in case of an Index as the Underlying or Basket Component, as the case may 
be, insert the following text: the stock exchange(s) on which the Components 
comprised in the Index are traded, as determined by the Index Sponsor.]  
 
[[•] in relation to the [Underlying(i=1)] [Basket Component(i=1)], [•] and [•] 
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in relation to the [Underlying(i=n)] [Basket Component(i=n)]. The term 
“Relevant Exchange” shall also refer to all Relevant Exchanges(i=1) to (i=n).] ] 

  
[Massgeblicher Basiswert / Relevant 
Underlying: 

Der Massgebliche Basiswert entspricht  
 
[•] 
 
[demjenigen Basiswert(i), der sich während der Laufzeit der Wertpapiere im 
Verhältnis zu den übrigen Basiswerten am negativsten entwickelt hat]  
 
[demjenigen Basiswert(i), der sich während der Laufzeit der Wertpapiere im 
Verhältnis zu den übrigen Basiswerten am besten entwickelt hat]. / 
 

 The Relevant Underlying means 
 
[•] 
 
[the Underlying(i), which has had, in relation to the other Underlyings, the 
worst performance during the Term of the Securities]  
 
[the Underlying(i), which has had, in relation to the other Underlyings, the 
best performance during the Term of the Securities]. ] 

  
[Massgebliche Bildschirmseite / 
Relevant Screen Page: 

Die Massgebliche Bildschirmseite entspricht  
 
[•]  
 
[[•] in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)], [•] und [•] in 
Bezug auf den [Basiswert(i=n)] [Korbbestandteil(i=n)]. Der Begriff „Massgeb-
liche Bildschirmseite“ umfasst sämtliche Massgeblichen Bildschirmseite(i=1) 
bis (i=n).] / 
 

 The Relevant Screen Page means 
 
[•] 
 
[[•] in relation to the [Underlying(i=1)] [Basket Component(i=1)], [•] and [•] 
in relation to the [Underlying(i=n)] [Basket Component(i=n)]. The term 
“Relevant Screen Page” shall also refer to all Relevant Screen Pages(i=1) to 
(i=n).] ] 

  
[Massgeblicher Devisenmarkt / 
Relevant Exchange Market: 

Der Massgebliche Devisenmarkt bezeichnet 
 
[•]  
 
[[den internationalen Devisenmarkt] [die internationalen Devisenmärkte], an 
[dem] [denen] der umsatzstärkste Handel in Bezug auf [den Basiswert] [die 
Basiswerte] [den Korbbestandteil] [die Korbbestandteile] stattfindet.] 
 
[[•] in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)], [•] und [•] in 
Bezug auf den [Basiswert(i=n)] [Korbbestandteil(i=n)]. Der Begriff „Massgeb-
licher Devisenmarkt“ umfasst sämtliche Massgeblichen Devisenmärkte(i=1) 
bis (i=n).] /  
 

 The Relevant Exchange Market means 
 
[•]  
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[the foreign exchange market[s], on which the [[Underlying[s]] [Basket 
Component[s]] [is] [are] primarily traded.] 
 
[[•] in relation to the [Underlying(i=1)] [Basket Component(i=1)], [•] and [•] 
in relation to the [Underlying(i=n)] [Basket Component(i=n)]. The term 
“Relevant Exchange Market” shall also refer to all Relevant Exchange 
Markets(i=1) to (i=n).] ] 

  
[Massgebliches Handelssystem / 
Relevant Trading System: 

Das Massgebliche Handelssystem bezeichnet 
 
[•]  
 
[im Fall eines Index als Basiswert bzw. Korbbestandteil folgenden Text 
einfügen: [das bzw. die Handelssystem(e), in (dem) (denen) aufgrund der 
Bestimmung des Index Sponsors die im Index enthaltenen Einzelwerte 
gehandelt werden.] 
 
[im Fall eines Fondsanteils als Basiswert bzw. Korbbestandteil folgenden 
Text einfügen: [den Investmentfonds] [•].] 
 
[[•] in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)], [•] und [•] in 
Bezug auf den [Basiswert(i=n)] [Korbbestandteil(i=n)]. Der Begriff 
„Massgebliches Handelssystem“ umfasst sämtliche Massgeblichen 
Handelssysteme(i=1) bis (i=n).] / 
 

 The Relevant Trading System means 
 
[•]  
 
[in case of an Index as the Underlying or Basket Component, as the case may 
be, insert the following text: The trading system(s) in which the Components 
comprised in the Index are traded, as determined by the Index Sponsor.] 
 
[in case of a Fund Unit as the Underlying or Basket Component, as the case 
may be, insert the following text: [the Investment Fund] [•].] 
 
[[•] in relation to the [Underlying(i=1)] [Basket Component(i=1)], [•] and [•] 
in relation to the [Underlying(i=n)] [Basket Component(i=n)]. The term 
“Relevant Trading System” shall also refer to all Relevant Trading 
Systems(i=1) to (i=n).] ] 

  
[Massgeblicher Manager / Relevant 
Manager: 

Der Massgebliche Manager bezeichnet 
 
[•]  
 
[Der Begriff „Massgeblicher Manager“ umfasst sämtliche Massgeblichen 
Manager(i=1) bis (i=n).] / 
 

 The Relevant Manager means 
 
[•] 
 
[The term “Relevant Manager” shall also refer to all Relevant Managers(i=1) 
to (i=n).] ] 

  
[Massgebliches Land / Relevant 
Country: 

Das Massgebliche Land bezeichnet in Bezug auf die als [Basiswert] [Korb-
bestandteil] verwendete Währung, sowohl (i) ein Land (oder eine 
Verwaltungs- oder Aufsichtsbehörde desselben), in dem die als [Basiswert] 
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[Korbbestandteil] verwendete Währung gesetzliches Zahlungsmittel oder 
offizielle Währung ist; als auch (ii) ein Land (oder eine Verwaltungs- oder 
Aufsichtsbehörde desselben), zu dem die als [Basiswert] [Korbbestandteil] 
verwendete Währung in einer wesentlichen Beziehung steht, wobei sich die 
Berechnungsstelle bei ihrer Beurteilung, was als wesentlich zu betrachten ist, 
auf die ihrer Ansicht nach geeigneten Faktoren beziehen kann, wie von der 
Emittentin und der Berechnungsstelle nach Ausübung billigen Ermessens [im 
Fall von Optionsscheinen nach deutschem Recht: (gemäss § 315 BGB bzw. § 
317 BGB)] bestimmt. / 
 

 The Relevant Country means with respect to the [Underlying] [Basket 
Component], each of (i) any country (or any political or regulatory authority 
thereof) in which the currency used as [the Underlying] [the Basket 
Component] is the legal tender or currency; and (ii) any country (or any 
political or regulatory authority thereof) with which the currency used as 
[the Underlying] [the Basket Component] has a material connection and, in 
determining what is material the Calculation Agent may, without limitation, 
refer to such factors as it may deem appropriate, as determined by the Issuer 
and the Calculation Agent at their reasonable discretion [in case of German 
law governed Warrants: (pursuant to § 315 of the BGB or, as the case may 
be, § 317 of the BGB)].] 

  
[Massgeblicher Referenzmarkt / 
Relevant Reference Market: 

Der Massgebliche Referenzmarkt bezeichnet 
 
[•]  
 
[[•] in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)], [•] und [•] in 
Bezug auf den [Basiswert(i=n)] [Korbbestandteil(i=n)]. Der Begriff „Massgeb-
liche Referenzmarkt“ umfasst sämtliche Massgeblichen Referenzmärkte(i=1) 
bis (i=n).] / 
 

 The Relevant Reference Market means 
 
[•] 
 
[[•] in relation to the [Underlying(i=1)] [Basket Component(i=1)], [•] and [•] 
in relation to the [Underlying(i=n)] [Basket Component(i=n)]. The term 
“Relevant Reference Market” shall also refer to all Relevant Reference 
Markets(i=1) to (i=n).] ] 

  
[Massgebliche Referenzstelle / 
Relevant Reference Agent: 

Die Massgebliche Referenzstelle bezeichnet 
 
[•]  
 
[[•] in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)], [•] und [•] in 
Bezug auf den [Basiswert(i=n)] [Korbbestandteil(i=n)]. Der Begriff „Massgeb-
liche Referenzstelle“ umfasst sämtliche Massgeblichen Referenzstellen(i=1) 
bis (i=n).] / 
 

 The Relevant Reference Agent means 
 
[•] 
 
[[•] in relation to the [Underlying(i=1)] [Basket Component(i=1)], [•] and [•] 
in relation to the [Underlying(i=n)] [Basket Component(i=n)]. The term 
“Relevant Reference Agent” shall also refer to all Relevant Reference 
Agents(i=1) to (i=n).] ] 
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[Massgebliche Terminbörse / Relevant 
Futures and Options Exchange: 

Die Massgebliche Terminbörse bezeichnet 
 
[•]  
 
[[•] in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)], [•] und [•] in 
Bezug auf den [Basiswert(i=n)] [Korbbestandteil(i=n)].] 
 
[diejenige[n] Terminbörse[n], an [der] [denen] der umsatzstärkste Handel in 
Bezug auf Termin- oder Optionskontrakte auf [den Basiswert] [die 
Basiswerte] [den Korbbestandteil] [die Korbbestandteile] stattfindet]. [Der 
Begriff „Massgebliche Terminbörse“ umfasst sämtliche Massgeblichen 
Terminbörsen(i=1) bis (i=n).].] / 
 

 The Relevant Futures and Options Exchange means 
 
[•]  
 
[[•] in relation to the [Underlying(i=1)] [Basket Component(i=1)], [•] and [•] 
in relation to the [Underlying(i=n)] [Basket Component(i=n)].] 
 
[The futures and options exchange[s], on which futures and option contracts 
on the [[Underlying[s]] [Basket Component[s]] are primarily traded]. [The 
term “Relevant Futures and Options Exchange” shall also refer to all 
Relevant Futures and Options Exchanges(i=1) to (i=n).].] ] 

  
[Maximalbetrag / Cap Amount: Der Maximalbetrag entspricht [•] [umgerechnet in die Auszahlungswährung] 

[und] [auf zwei Dezimalstellen kaufmännisch gerundet] [indikativ. Der 
Maximalbetrag wird am Festlegungstag [zur Festlegungszeit] festgelegt.*] / 
 

 The Cap Amount equals [•] [converted into the Settlement Currency] [and] 
[commercially rounded to two decimal places] [indicative. The Cap Amount 
will be fixed [at the Fixing Time] on the Fixing Date.**] ] 

  
[Mindestanlagebetrag / Minimum 
Investment Amount: 

Der Mindestanlagebetrag entspricht [•]. / 

 The Minimum Investment Amount equals [•]. ] 
  
[Mindestausübungsanzahl / Minimum 
Exercise Size: 

Die Mindestausübungsanzahl entspricht [•]. / 

 The Minimum Exercise Size equals [•]. ] 
  
[Mindestrückzahlungsbetrag / 
Minimum Repayment Amount: 

Der Mindestrückzahlungsbetrag entspricht [•] [umgerechnet in die 
Auszahlungswährung] [auf zwei Dezimalstellen kaufmännisch gerundet] 
[indikativ. Der Mindestrückzahlungsbetrag wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.* / 
 

 The Minimum Repayment Amount equals [•] [converted into the Settlement 
Currency] [commercially rounded to two decimal places] [indicative. The 
Minimum Repayment Amount will be fixed [at the Fixing Time] on the Fixing 
Date.**] ] 

  
[Mitteilung des Kreditereignisses / 
Credit Event Notice: 

Mitteilung des Kreditereignisses bezeichnet [•] [eine unwiderrufliche 
schriftliche Bekanntmachung der Berechnungsstelle an die 
Wertpapiergläubiger gemäss § 11 der Bedingungen der Optionsscheine 
(welche die Berechnungsstelle jederzeit abgeben kann, jedoch nicht abgeben 
muss), in der ein Kreditereignis beschrieben wird, welches sich innerhalb der 
Referenzperiode ereignet hat. Die „Mitteilung des Kreditereignisses“ muss 
eine hinreichend detaillierte Beschreibung der für die Feststellung des 
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Eintritts eines "Kreditereignisses" maßgeblichen Tatsachen enthalten. Es ist 
nicht erforderlich, dass das Kreditereignis, auf das sich die Mitteilung des 
Kreditereignisses bezieht, im Zeitpunkt des Wirksamwerdens der Mitteilung 
des Kreditereignisses fortdauert]. /  
 

 Credit Event Notice means [•] [an irrevocable publication delivered by the 
Calculation Agent to the Securityholders in accordance with §11 of the 
Conditions of the Warrants (which the Calculation Agent has the right but 
not the obligation to deliver) that describes a Credit Event that occurred 
during the Reference Period. A Credit Event Notice must contain a 
description in reasonable detail of the facts relevant to the determination that 
a Credit Event has occurred. The Credit Event that is subject to the Credit 
Event Notice need not be continuing on the date the Credit Event Notice is 
effective].] 

  
[Mitteilung einer Öffentlich 
Verfügbaren Information / Notice of 
Publicly Available Information: 

Mitteilung einer Öffentlich Verfügbaren Information bedeutet [•]. /  

 Notice of Publicly Available Information means [•].]  
  
[Mitteilungszeitraum / Notice Delivery 
Period: 

Der Mitteilungszeitraum bezeichnet [•]. / 
 

 The Notice Delivery Period means [•].] 
  
  
N.  
[Nachfrist / Grace Period: Die Nachfrist bezeichnet [•]. /  

 
 Grace Period means [•].] 
  
[Nennbetrag / Nominal Amount: Der Nennbetrag je Wertpapier entspricht [•]. / 

 
 The Nominal Amount per Security equals [•].] 
  
[Nettoinventarwert / Net Asset Value: Der Nettoinventarwert („NAV“) entspricht [dem Nettoinventarwert des 

Investmentfonds je Fondsanteil, wie er von dem massgeblichen 
Administrator des Investmentfonds in Übereinstimmung mit dem 
Verkaufsprospekt und den Gründungsdokumenten des Investmentfonds 
berechnet und veröffentlicht wird. Der Nettoinventarwert wird ermittelt, 
indem sämtliche Vermögenswerte addiert und anschliessend davon sämtliche 
Verbindlichkeiten des Investmentfonds (inbesondere einschliesslich 
Gebühren (einschliesslich Beratungs- und leistungsabhängigen Gebühren), 
die an den Berater des Investmentfonds, den Administrator, die Bank oder 
die Verwahrstelle des Investmentfonds gezahlt werden, von Darlehens-
aufnahmen, Vermittlungsgebühren, Steuerzahlungen (soweit geleistet), 
Wertberichtigungen für bedingte Verbindlichkeiten und sämtlichen anderen 
Kosten und Auslagen, die der Bank oder Verwahrstelle des Basiswerts bei 
ordnungsgemässer Durchführung von Wertpapieran- und verkäufen oder der 
Verwaltung des Investmentfonds entstehen) abgezogen werden.] [•]. / 
 

 The Net Asset Value (“NAV”) means [the Investment Fund's net asset value 
as calculated and published by the Investment Fund's administrator in 
accordance with the relevant Investment Fund's prospectus and 
constitutional documents by adding the value of all the assets of the 
Investment Fund and deducting the total liabilities (including, in particular 
but not limited to, any fees (including an advisory fee and an incentive fee) 
payable to the Investment Fund's advisor, the administrator, the bank and the 
custodian of the Investment Fund, all borrowings, brokerage fees, provisions 
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for taxes (if any), allowances for contingent liabilities and any other costs 
and expenses reasonably and properly incurred to the bank or the custodian 
of the Investment Fund in effecting the acquisition or disposal of securities or 
in administering the Investment Fund) of the Investment Fund.] [•].] 

  
[Nichtanerkennung/Moratorium / 
Repudiation/Moratorium: 

Nichtanerkennung/Moratorium bezeichnet [•] [den Eintritt der beiden 
folgenden Ereignisse: (i) ein Vertretungsberechtiger eines 
Referenzschuldners oder einer Regierungs-behörde (A) erkennt die Geltung 
einer oder mehrerer Verbindlichkeiten in einer mindestens dem 
Kündigungsschwellenbetrag entsprechen-den Gesamtsumme nicht an bzw. 
bestreitet die Geltung einer oder mehrerer Verbindlichkeiten ganz oder 
teilweise, lehnt sie ganz oder teilweise ab oder weist sie ganz oder teilweise 
zurück oder (B) erklärt oder verhängt, entweder de facto oder de jure, ein 
Moratorium, Stillhalteabkommen, eine Verlängerung oder Stundung im 
Hinblick auf eine oder mehrere Verbindlichkeiten in einer mindestens dem 
Kündigungsschwellenbetrag entsprechenden Gesamtsumme und (ii) eine 
Nichtzahlung, die ungeachtet des Zahlungs-schwellenbetrags festgelegt wird, 
oder eine Restrukturierung, die ungeachtet des Kündigungsschwellenbetrags 
festgelegt wird, treten im Zusammenhang mit Verbindlichkeiten an oder vor 
einem Nichtanerkennung-/Moratorium-Bewertungstag ein]. / 
 

 Repudiation/Moratorium means [•] [the occurrence of both of the following 
events: (i) an authorised officer of a Reference Entity or a Governmental 
Authority (A) disaffirms, disclaims, repudiates or rejects, in whole or in part, 
or challenges the validity of, one or more Obligations in an aggregate 
amount of not less than the Default Requirement, or (B) declares or imposes 
a moratorium, standstill, roll-over or deferral, whether de facto or de jure, 
with respect to one or more Obligations in an aggregate amount of not less 
than the Default Requirement and (ii) a Failure to Pay, determined without 
regard to the Payment Requirement, or a Restructuring, determined without 
regard to the Default Requirement, with respect to any such Obligation 
occurs on or prior to the Repudiation/Moratorium Evaluation Date.]] 

  
[Nichtzahlung / Failure to Pay: Nichtzahlung liegt vor, [•] [wenn ein Referenzschuldner es nach Ablauf einer 

etwaigen Nachfrist (nach Eintritt etwaiger aufschiebender Bedingungen für 
den Beginn einer solchen Nachfrist) versäumt, zum Zeitpunkt und am Ort der 
Fälligkeit Zahlungen zu leisten, deren Gesamtbetrag mindestens dem 
Zahlungsschwellenbetrag einer oder mehrerer Verbindlichkeiten gemäß den 
Konditionen für die Verbindlichkeiten zum Zeitpunkt des Versäumnisses 
entspricht]. /  
 

 Failure to Pay means [•] [, after the expiration of any applicable Grace 
Period (after the satisfaction of any conditions precedent to the 
commencement of such Grace Period), the failure by a Reference Entity to 
make, when and where due, any payments in an aggregate amount of not less 
than the Payment Requirement under one or more Obligations, in 
accordance with the terms of such Obligations at the time of such failure.] ] 

  
  
O.  
[Obere Lock Out Schwelle / Upper 
Lock Out Threshold: 

Die Obere Lock Out Schwelle entspricht [dem Kurs des Basiswerts von] [•]. 
[indikativ. [Die Obere Lock Out Schwelle wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.*] / 
 

 The Upper Lock Out Threshold equals [the Price of the Underlying of] [•]. 
[indicative. The Upper Lock Out Threshold will be fixed on the Fixing Date 
[at Fixing Time].**] ] 
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[Obere Schwelle / Upper Threshold: Die Obere Schwelle entspricht [dem Kurs des Basiswerts von] [•]. [indikativ. 
[Die Obere Schwelle wird am Festlegungstag [zur Festlegungszeit] 
festgelegt.*] / 
 

 The Upper Threshold equals [the Price of the Underlying of] [•]. [indicative. 
The Upper Threshold will be fixed on the Fixing Date [at Fixing Time]. **] ] 

  
  
[Optionsstelle / Warrant Agent: Die Optionsstelle bezeichnet die [UBS Deutschland AG, Stephanstrasse 14 –

 16, 60313 Frankfurt am Main, Bundesrepublik Deutschland]. [•] [Der 
Begriff „Optionsstelle“ umfasst sämtliche Optionsstellen.] / 
 

 The Warrant Agent means [UBS Deutschland AG, Stephanstrasse 14 – 16, 
60313 Frankfurt am Main, Federal Republic of Germany.] [•] [The term 
“Warrant Agent” shall also refer to all Warrant Agents.] ] 

  
[Optionsstil / Option Style: Der Optionsstil ist [europäisch] [amerikanisch] [•]. / 

 
 The Option Style is [European] [American] [•] ]. 
  
P.  
[Partizipationsrate / Participation 
Rate: 

Die Partizipationsrate („PRate“) entspricht [•]. [indikativ. Die Partizipations-
rate wird am Festlegungstag [zur Festlegungszeit] festgelegt.*] / 
 

 The Participation Rate (“PRate”) equals [•]. [indicative. The Participation 
Rate will be fixed on the Fixing Date [at Fixing Time].**] ] 

  
[Physischer Basiswert / Physical 
Underlying: 

Der Physische Basiswert steht für  
 
[im Fall von Aktien als Physischen Basiswert folgenden Text einfügen: 
Aktien der Gesellschaft einschliesslich der zugehörigen Dividendenkupons, 
Talons (Erneuerungsscheine) und Bezugsrechte]  
 
[im Fall eines Index als Physischen Basiswert folgenden Text einfügen: auf 
die Wertentwicklung des Index bezogene Indexzertifikate mit der ISIN [•]] 
 
[im Fall eines Fondsanteils als Physischen Basiswert folgenden Text 
einfügen: Fondsanteile an dem Investmentfonds mit der ISIN [•]] 
 
[im Fall von Edelmetallen oder Rohstoffen als Physischen Basiswert 
folgenden Text einfügen: auf die Wertentwicklung des jeweiligen Basiswerts 
bezogene Zertifikate mit der ISIN [•]]  
 
[deren Anzahl sich unter Berücksichtigung des als Dezimalzahl 
ausgedrückten Bezugsverhältnisses bestimmt] [•]. / 
 

 The Physical Underlying means  
 
[in case of shares as the Physical Underlying insert the following text: the 
shares of the Company including any possible dividend coupons, talons 
(renewal coupons) and subscription rights (coupons) appertaining thereto]  
 
[in case of an Index as the Physical Underlying insert the following text: 
index certificates linked to the performance of the Index with the ISIN [•]] 
 
[in case of a fund unit as the Physical Underlying insert the following text: 
Fund Unit in the Investment Fund with the ISIN [•]] 
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[in case of precious metals or commodities as the Physical Underlying insert 
the follwing text: certificates linked to the performance of the relevant 
Underlying with the ISIN [•]] 
 
[in a number that considers the respective Conversion Ratio, expressed as a 
decimal number] [•]. ] 

  
[Potentielle Nichtzahlung /  
Potential Failure to Pay: 

Potentielle Nichtzahlung bezeichnet [•]. /  
 

 Potential Failure to Pay means[•].] 
  
[Prozentuale Gewichtung / Percentage 
Weighting: 

Die Prozentuale Gewichtung  
 
[entspricht [•].] 
 
[in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)] entspricht [•] 
(„Prozentuale Gewichtung(i=1)“), [•] und 
 
die Prozentuale Gewichtung in Bezug auf den [Basiswert(i=n)] [Korbbestand-
teil(i=n)] entspricht [•] („Prozentuale Gewichtung(i=n)“).] / 
 

 The Percentage Weighting  
 
[equals [•].] 
 
[in relation to the [Underlying(i=1)] [Basket Component(i=1)] equals [•] 
(“Percentage Weighting(i=1)”), [•] and 
 
the Percentage Weighting in relation to the [Underlying(i=n)] [Basket 
Component(i=n)] equals [•] (“Percentage Weighting(i=n)”).] ] 

  
  
R.  
[Referenzkurs / Reference Price: Der Referenzkurs [des Basiswerts] [im Fall eines Portfolios von Basiswerten 

folgenden Text einfügen: in Bezug auf den jeweiligen Basiswert(i)] entspricht 
 
[•] 
 
[[dem Kurs des Basiswerts am Festlegungstag [zur Festlegungszeit]] [•]. 
[indikativ. Der Referenzkurs des Basiswerts wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.]*] 
 
[im Fall eines Portfolios von Basiswerten folgenden Text einfügen: [dem 
Kurs des jeweiligen Basiswerts(i) am Festlegungstag [zur Festlegungszeit]] 
[•]. [indikativ. Der Referenzkurs des Basiswerts(i) wird am Festlegungstag 
[zur Festlegungszeit] festgelegt.]*] 
 
[im Fall eines Korbs als Basiswert folgenden Text einfügen: der Summe der 
jeweiligen Referenzkurse der Korbbestandteile [multipliziert mit der 
[Prozentualen] Gewichtung des jeweiligen Korbbestandteils im Korb] 
[, bezogen auf die Basiswährung].] / 
 

 The Reference Price [of the Underlying] [in case of a portfolio of 
Underlyings insert the following text: in relation to the relevant 
Underlying(i)] equals  
 
[•] 
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[[the Price of the Underlying [at the Fixing Time] on the Fixing Date] [•]. 
[indicative. The Reference Price of the Underlying will be fixed [at the 
Fixing Time] on the Fixing Date.] **] 
 
[in case of a portfolio of Underlyings insert the following text: [the Price of 
the relevant Underlying(i) [at the Fixing Time] on the Fixing Date] [•]. 
[indicative. The Reference Price of the Underlying(i) will be fixed [at the 
Fixing Time] on the Fixing Date.] **] 
 
[in case of a Basket as the Underlying insert the following text: the sum of the 
respective Reference Prices of the Basket Components [each multiplied by 
the [Percentage] Weighting of the respective Basket Component within the 
Basket] [, related to the Underlying Currency].] 

  
[Referenzperiode / Reference Period: Referenzperiode ist [•]. /  

 
 Reference Period means [•].] 

 
  
[Referenzschuldner / Reference Entity: Referenzschuldner ist [Bezeichnung des Referenzschuldnesr einfügen: [•]] 

(oder dessen Rechtsnachfolger). /  
 

 Reference Entity means [Description of the Reference Entity: [•]] (or its 
successor).] 

  
Referenzverbindlichkeit /  
Reference Obligation: 

Referenzverbindlichkeit ist [Bezeichnung der Referenzverbindlichkeiten 
einfügen: [•]]. /  
 

 Reference Obligation means [Description of the Reference Obligation: [•]].] 
 

  
[Regierungsstelle /  
Governmental Authority: 

Regierungsstelle [•] [bedeutet jede de facto oder de jure Regierungsstelle 
(oder jede Behörde, jede Einrichtung, jedes Ministerium oder jede 
Dienststelle derselben), jedes Gericht oder Tribunal, jede Verwaltungs- oder 
andere Regierungsdienststelle oder jedes andere Gebilde (privat oder 
öffentlich), das oder die mit der Regulierung der Finanzmärkte 
(einschließlich der Zentralbank), in denen der Referenzschuldner tätig ist, 
oder der Jurisdiktion bzw. der Organisation eines Referenzschuldners betraut 
ist]. /  

 
 Governmental Authority [•] [means any de facto or de jure Government (or 

any agency, instrumentality, ministry or department thereof), court, tribunal, 
administrative or other governmental authority or any other entity (private 
or public) charged with the regulation of the financial markets (including the 
central bank) or a Reference Entity or of the jurisdiction or organisation of a 
Reference Entity]. ] 

  
[Renditezinssatz / Accrual Rate: Der Renditezinssatz entspricht [•]. [indikativ. Der Renditezinssatz wird am 

Festlegungstag [zur Festlegungszeit] festgelegt.]* / 
 

 The Accrual Rate equals [•]. [indicative. The Reference Price of the 
Underlying(i) will be fixed [at the Fixing Time] on the Fixing Date.] **] 

  
[Restrukturierung / Restructuring: Restrukturierung [•] [bedeutet, dass im Hinblick auf eine oder mehrere 

Verbindlichkeiten in Bezug auf einen Gesamtbetrag, der nicht unter dem 
Kündigungsschwellenbetrag liegt, eines oder mehrere der nachstehend 
beschriebenen Ereignisse in einer Form, eintritt, die für sämtliche Inhaber 
einer solchen Verbindlichkeit bindend ist, bezüglich eines oder mehrerer der 
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nachstehend beschriebenen Ereignisse eine Vereinbarung zwischen einem 
Referenzschuldner oder einer Regierungsbehörde und einer ausreichenden 
Anzahl von Inhabern der jeweiligen Verbindlichkeit getroffen wird, um alle 
Inhaber der Verbindlichkeit zu binden, oder bezüglich eines oder mehrerer 
der nachstehend beschriebenen Ereignisse eine Ankündigung oder 
anderweitige, den Referenzschuldner bindende Anordnung durch einen 
Referenzschuldner oder eine Regierungsbehörde in einer Form erfolgt, durch 
die sämtliche Inhaber einer solchen Verbindlichkeit gebunden werden, und 
ein solches Ereignis nicht in den am Begebungstag oder, falls dieser nach 
dem Begebungstag liegt, zum Zeitpunkt der Begebung bzw. Entstehung der 
Verbindlichkeit für diese Verbindlichkeit geltenden Bedingungen bereits 
geregelt ist: 
 

 (a) Eine Reduzierung des vereinbarten Zinssatzes oder des zu zahlenden 
Zinsbetrags, oder der vertraglich vorgesehenen Zinsen; 

 
 (b) eine Reduzierung des bei Fälligkeit oder zu den vereinbarten 

Rückzahlungsterminen zu zahlenden Kapitalbetrages oder einer Prämie; 
 

 (c) eine Verlegung oder eine Verschiebung eines oder mehrerer Termine für 
(A) die Zahlung oder Entstehung von Zinsen oder (B) die Zahlung von 
Kapitalbeträgen oder Prämien; 

 
 (d) eine Veränderung in der Rangfolge von Zahlungen auf eine 

Verbindlichkeit, die zu einer Nachrangigkeit dieser Verbind-lichkeit 
führt; oder 

 
 (e) eine Änderung der Währung oder der Zusammensetzung von Zins- oder 

Kapitalzahlungen zu einer Währung, die nicht (1) die gesetzlichen 
Zahlungsmittel der G7-Staaten (oder eines Staates, der im Falle der 
Erweiterung der G7-Gruppe Mitglied der G7-Gruppe wird); oder (2) das 
gesetzliche Zahlungsmittel eines Staates, der zum Zeitpunkt der 
Änderung Mitglied der OECD ist und dessen langfristige 
Verbindlichkeiten in der entsprechenden Landeswährung von Standard & 
Poor's, ein Unternehmen der The McGraw-Hill Companies, Inc., oder 
einem Nachfolger dieser Ratingagentur mit AAA oder besser, von 
Moody's Investor Service oder einem Nachfolger dieser Ratingagentur 
mit Aaa oder besser, oder von Fitch Ratings oder einem Nachfolger 
dieser Ratingagentur mit AAA oder besser bewertet wird. 

 
 Ungeachtet der Bestimmungen von oben gelten nicht als "Restrukturierung" 

(x) eine Zahlung in Euro auf Zinsen oder Kapital im Hinblick auf eine 
Verbindlichkeit, die auf eine Währung eines Mitgliedstaates der 
Europäischen Union lautet, der die gemeinsame Währung nach Maßgabe des 
Vertrags zur Gründung der Europäischen Gemeinschaft, geändert durch den 
Vertrag über die Europäische Union, einführt oder eingeführt hat; (y) der 
Eintritt, die Vereinbarung oder die Verkündung eines der in Abschnitt (a) bis 
(e) oben genannten Ereignisse, sofern dies auf administrativen, 
buchhalterischen, steuerlichen oder sonstigen technischen Anpassungen, die 
im Rahmen des üblichen Geschäftsablaufs vorgenommen werden, beruht; 
und (z) der Eintritt, die Vereinbarung oder die Verkündung eines der in 
Abschnitt (a) bis (e) oben genannten Ereignisse, sofern es auf Umständen 
beruht, die weder direkt noch indirekt mit einer Verschlechterung der Bonität 
oder finanziellen Situation eines Referenzschuldners zusammenhängen]. / 

  
 Restructuring means [•] [that, with respect to one or more Obligations and 

in relation to an aggregate amount of not less than the Default Requirement, 
any one or more of the following events occurs in a form that binds all 
holders of such Obligation, is agreed between the Reference Entity or a 
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Governmental Authority and a sufficient number of holders of such 
Obligation to bind all holders of the Obligation or is announced (or 
otherwise decreed) by a Reference Entity or a Governmental Authority in a 
form that binds all holders of such Obligation, and such event is not 
expressly provided for under the terms of such Obligation in effect as of the 
later of the Issue Date of the relevant Series and the date as of which such 
Obligation is issued or incurred:  
 

 (a) a reduction in the rate or amount of interest payable or the amount of 
scheduled interest accruals; 

 
 (b) a reduction in the amount of principal or premium payable at maturity or 

at scheduled redemption dates; 
 

 (c) a postponement or other deferral of a date or dates for either (A) the 
payment or accrual of interest or (B) the payment of principal or 
premium; 

 
 (d) a change in the ranking in priority of payment of any Obligation, causing 

the subordination of such Obligation to any other Obligation; or 
 

 (e) any change in the currency or composition of any payment of interest or 
principal to any currency which is not (1) the legal tender of any Group 
of 7 country (or any country that becomes a member of the Group of 7 if 
such Group of 7 expands its membership) or (2) the legal tender of any 
country which, as of the date of such change, is a member of the 
Organisation for Economic Cooperation and Development and has a 
local currency long-term debt rating of either AAA or higher assigned to 
it by Standard & Poor's, a division of The McGraw-Hill Companies, Inc. 
or any successor to the rating business thereof, Aaa or higher assigned to 
it by Moody's Investors Service, Inc. or any successor to the rating 
business thereof or AAA or higher assigned to it by Fitch Ratings or any 
successor to the rating business thereof] 

 
 Notwithstanding the above, none of the following shall constitute a 

Restructuring: (x) the payment in euro of interest or principal in relation to 
an Obligation denominated in a currency of a Member State of the European 
Union that adopts the single currency in accordance with the Treaty 
establishing the European Community, as amended by the Treaty on 
European Union; (y) the occurrence of, agreement to or announcement of 
any of the events described in subparagraphs (a) - (e) above due to any 
administrative adjustment, accounting adjustment or tax adjustment or other 
technical adjustment occurring in the ordinary course of business; and (z) 
the occurrence of, agreement to or announcement of the events described in 
(a) to (e) above in circumstances where such event does not directly or 
indirectly result from a deterioration in the creditworthiness or financial 
condition of the Reference Entity.] ] 

  
Rückzahlungstag / Settlement Date: Der Rückzahlungstag entspricht [•] [dem [•] Bankgeschäftstag nach (i) dem 

[massgeblichen Bewertungstag] [letzten der Bewertungsdurchschnittstage], 
und (ii) im Fall einer Kündigung [bzw. einer Steuer-Kündigung] durch die 
Emittentin nach § 7 [•] der Bedingungen der Optionsscheine nach dem 
Kündigungstag [bzw. nach dem Steuer-Kündigungstag].] / 
 

 The Settlement Date means [•] [the [•] Banking Day after (i) the [relevant 
Valuation Date] [latest of the Valuation Averaging Dates], and (ii) in case of 
a Termination [or a Termination for Tax Reasons, as the case may be,] by 
the Issuer in accordance with § 7 [•] of the Conditions of the Warrants, after 
the Termination Date [or the Tax Termination Date, as the case my be].]  
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S.  
[Spread / Spread: Der Spread bezeichnet [•] [in Bezug auf [einen Bewertungstag(i)] [einen 

Bewertungsdurchschnittstag(i)] die [von der Berechnungsstelle ermittelte] 
Differenz zwischem dem Kurs des Basiswert(i=1)] an [dem Bewertungstag(i)] 
[dem Bewertungsdurchschnittstag(i)] und dem Kurs des Basiswerts(i=2) an 
[dem Bewertungstag(i)] [dem Bewertungsdurchschnittstag(i)] [ausgedrückt in 
Prozent].] / 
 

 Spread means [•] [in relation to [a Valuation Date(i)] [a Valuation 
Averaging Date(i)] the difference between the Price of the Underlying(i=1) on 
[the Valuation Date(i)] [the Valuation Averaging Date(i)] and the Price of the 
Underlying(i=2) on [the Valuation Date(i)] [the Valuation Averaging Date(i)] 
[, expressed as a percentage], as determined by the Calculation Agent.] ] 

  
  
T.  
[Täglicher Gutschriftsbetrag / Daily 
Credit Total: 

Der Tägliche Gutschriftsbetrag entspricht [•]. / 
 

 The Daily Credit Total equals [•].] 
  
  
U.  
[Übernahme- und/oder Platzierungs-
provision / Underwriting and/or placing 
fee: 

[Die Übernahme- und/oder Platzierungsprovision beträgt [•].] [•] / 

 [The underwriting and/or placing fee equals [•].] [•] ] 
  
[Untere Lock Out Schwelle / Lower 
Lock Out Threshold: 

Die Untere Lock Out Schwelle entspricht [dem Kurs des Basiswerts von] [•]. 
[indikativ. [Die Untere Lock Out Schwelle wird am Festlegungstag [zur 
Festlegungszeit] festgelegt.*] / 
 

 The Lower Lock Out Threshold equals [the Price of the Underlying of] [•]. 
[indicative. The Lower Lock Out Threshold will be fixed on the Fixing Date 
[at Fixing Time].**] ] 

  
[Untere Schwelle / Lower Threshold: Die Untere Schwelle entspricht [dem Kurs des Basiswerts von] [•]. 

[indikativ. [Die Untere Schwelle wird am Festlegungstag [zur Festlegungs-
zeit] festgelegt.*] / 
 

 The Lower Threshold equals [the Price of the Underlying of] [•]. [indicative. 
The Lower Threshold will be fixed on the Fixing Date [at Fixing Time].**] ] 

  
  
V.  
[Verbindlichkeit / Obligation: Verbindlichkeit bezeichnet [•]. /  

 
 Obligation means [•].] 

 
  
Verfalltag / Expiration Date: Der Verfalltag entspricht [•]. [Falls dieser Tag kein [Basiswert] 

[Korbbestandteil]-Berechnungstag ist, dann gilt der unmittelbar 
[vorangehende] [darauf folgende] [Basiswert] [Korbbestandteil]-
Berechnungstag als der Verfalltag.] / 
 

 The Expiration Date means [•]. [If this day is not [an Underlying] [a Basket 
Component] Calculation Date, the immediately [preceding] [succeeding] 
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[Underlying] [Basket Component] Calculation Date is deemed to be the 
Expiration Date.]  

  
[Verfall Schwelle / Expiration 
Threshold: 

Die Verfall Schwelle 
 
[entspricht [•].] 
 
[in Bezug auf den [Basiswert(i=1)] [Korbbestandteil(i=1)] entspricht [•] 
(„Verfall Schwelle(i=1)“), [•] und 
 
die Verfall Schwelle in Bezug auf den [Basiswert(i=n)] [Korbbestandteil(i=n)] 
entspricht [•] („Verfall Schwelle(i=n)“).]  
 
[indikativ. Die Verfall Schwelle [in Bezug auf den jeweiligen [Basiswert(i)] 
[Korbbestandteil(i)]] wird am Festlegungstag [zur Festlegungszeit] 
festgelegt.*] / 
 

 The Expiration Threshold 
 
[equals [•].] 
 
[in relation to the [Underlying(i=1)] [Basket Component(i=1)] equals [•] 
(“Expiration Threshold(i=1)”), [•] and 
 
the Expiration Threshold in relation to the [Underlying(i=n)] [Basket 
Component(i=n)] equals [•] (“Expiration Threshold(i=n)”)].] 
 
[indicative. The Expiration Threshold [in relation to each [Underlying(i)] 
[Basket Component(i)] will be fixed on the Fixing Date [at the Fixing 
Time].**]] 

  
[Verwahrstelle / Depositary Agent: Die Verwahrstelle steht für [SIX SIS AG, Baslerstrasse 100, CH-4600 Olten, 

Schweiz („SIS“)]] [Clearstream Banking AG, Frankfurt am Main, (Neue 
Börsenstrasse 1, 60487 Frankfurt am Main, Bundesrepublik Deutschland)] 
[•] oder jeden Nachfolger in dieser Funktion. / 
 

 The Depositary Agent means [SIX SIS AG, Baslerstrasse 100, CH-4600 
Olten, Switzerland (“SIS”)] [Clearstream Banking AG, Frankfurt am Main, 
(Neue Boersenstrasse 1, 60487 Frankfurt am Main, Federal Republic of 
Germany)] [•] or any successor in this capacity.] 

  
[Vorzeitige Fälligstellung von 
Verbindlichkeiten / Obligation 
Acceleration: 

Vorzeitige Fälligstellung von Verbindlichkeiten bedeutet [•]. / 
 

 Obligation Acceleration means [•]. ] 
  
  
W.  
[Währung der Verbindlichkeit / 
Obligation Currency: 

Währung der Verbindlichkeit bezeichnet [•]. /  
 

 Obligation Currency means [•]. ] 
  
Wertpapiere / Securities:  Wertpapiere (jeweils auch ein „Optionsschein“ oder die „Optionsscheine“), 

bezeichnet die von der Emittentin im Umfang des Emissionsvolumens 
begebenen [Bezeichnung der Optionsscheine einfügen: [•]] Optionsscheine.  
 
Die Optionsscheine [lauten auf den Inhaber] [sind als [Wertrechte 
(„Wertrechte“) i.S.v. Art. 2 Bst. a. Bundesgesetz über die Börsen und den 
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Effektenhandel („Börsen- und Effektenhandelsgesetz“; „BEHG“)] 
[Bucheffekten („Bucheffekten“) i.S. des Bundesgesetzes über die 
Bucheffekten („Bucheffektengesetz“; „BEG“)] ausgestaltet] und die 
Ausstellung effektiver Wertpapiere ist ausgeschlossen. / 
 

 Securities (also a “Warrant” or the “Warrants”) means the [specify 
designation of the Warrants: [•]] Warrants issued by the Issuer in the Issue 
Size.  
 
The Warrants are being [issued] [formed as] [in bearer form] [in the form of 
[Book-entry Securities (Wertrechte; “Book-entry Securities”) pursuant to 
article 2 paragraph a. Federal Act on Stock Exchanges and Securities 
Trading (Bundesgesetz über die Börsen und den Effektenhandel; “SESTA”)] 
[Intermediated Securities (Bucheffekten; “Intermediated Securities”) 
pursuant to the Federal Act on Securities held with an Intermediary 
(Bucheffektengesetz; “Intermediated Securities Act”)] and will not be 
represented by definitive securities. 

  
[Wertpapier-Börse[n] / Security 
Exchange[s]: 

Wertpapier-Börse[n] bezeichnet [•] [gegebenenfalls Markt einfügen: [•]]. / 
 

 Security Exchange[s] means [•] [if applicable, insert segment: [•]. ] 
  
Wertpapiergläubiger / Securityholder: Wertpapiergläubiger steht für [•] 

 
[die nach [deutschem] [Schweizer] Recht als Eigentümer der Wertpapiere 
anerkannte Person.]  
 
[werden die Wertpapiere unverbrieft und dematerialisiert begeben und in 
Form von Bucheinträgen bei der Clearingstelle registriert, gegebenfalls 
folgenden Absatz einfügen: die Person, auf deren Namen ein Wertpapier bei 
der Clearingstelle eingetragen ist (einschliesslich eines ordnungsgemäss 
bevollmächtigten Stellvertreters, der als solcher für das jeweilige Wertpapier 
eingetragen ist), oder eine andere Person, die gemäss den CS-Regeln als 
Wertpapiergläubiger anerkannt ist; werden die jeweiligen Wertpapiere von 
einem ordnungsgemäss bevollmächtigten Stellvertreter gehalten, gilt der 
Stellvertreter als Wertpapiergläubiger.] 
 
[werden die Wertpapiere unter Schweizer Recht emittiert und als nicht-
verurkundete Wertrechte ausgegeben, gegebenfalls folgenden Absatz 
einfügen: die Personen, die Rechte als Inhaber der Wertpapiere gemäss den 
Aufzeichnungen von SIX SIS AG („SIS“) haben, in deren Clearing System 
die als nicht-verurkundete Wertpapiere ausgestalteten Wertpapiere gemäss 
einem Vertrag zwischen der Emittentin und SIS eingebucht werden.] 
 
[werden die Wertpapiere unter Schweizer Recht emittiert und als 
Bucheffekten ausgestaltet, gegebenfalls folgenden Absatz einfügen: die 
Personen, die Rechte als Inhaber der Wertpapiere gemäss den 
Aufzeichnungen der maßgeblichen Verwahrungsstelle gemäß Art. 4 und 6 
BEG, bei der die als Bucheffekten ausgestalteten Wertpapiere eingebucht 
werden, haben.] 
 
Der Wertpapiergläubiger wird in jeder Hinsicht seitens (i) der Emittentin, 
(ii) der Berechnungsstelle, (iii) der Zahlstelle [, (iv) des Emissionsbegleiters] 
und [(iv)] [(v)] aller sonstigen Personen als Berechtigter und Begünstigter 
bezüglich der in den Wertpapieren repräsentierten Rechte behandelt. /  
 

 Securityholder means [•] 
 
[the person acknowledged by [German] [Swiss] law as legal owner of the 
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Securities.] 
 
[in case of Securities issued in uncertificated and dematerialised form to be 
registered in book-entry form at the Clearing Agent insert the following 
para.: the person in whose name a Security is registered with the Clearing 
Agent (including a person duly authorised to act as a nominee and who is 
registered as such for the relevant Security) or any other person 
acknowledged as the holder of the Security pursuant to the CA Rules and, 
accordingly, where the relevant Securities are held through a duly authorised 
nominee, the nominee shall be the Securityholder.] 
 
[in case of Securities governed by Swiss Law and issued as Book-entry 
Securities (nicht-verurkundete Wertrechte) insert, if applicable, the following 
para.: persons whose beneficial interests in the Securities are recorded in the 
clearing system of SIX SIS AG (“SIS”) into which the Securities are booked-
in in accordance with an agreement between SIS and the Issuer.] 
 
[in case of Securities governed by Swiss Law and issued as Intermediated 
Securities (Bucheffekten) insert, if applicable, the following para.: persons 
whose beneficial interests in the Securities are recorded in the records of the 
relevant intermediary in accordance with articles 4 and 6 Intermediated 
Securities Act into which the Securities are booked.] 
 
The Securityholder shall, for all purposes, be treated by (i) the Issuer, (ii) the 
Calculation Agent, (iii) the Paying Agent [, (iv) the Issuing Agent] and 
[(iv)] [(v)] all other persons as the person entitled to such Securities and the 
person entitled to receive the benefits of the rights represented by such 
Securities. 

  
Wertpapier-Kenn-Nummer[n] / 
Security Identification Code[s]: 

ISIN: [•] [,] [WKN: [•],] [Common Code: [•],] [Valor: [•]] / 

 ISIN: [•] [,] [WKN: [•],] [Common Code: [•],] [Valor: [•]] 
  
  
Z.  
Zahlstelle / Paying Agent: Die Zahlstelle bezeichnet [•] [UBS AG, Bahnhofstrasse 45, 8001 Zürich, 

Schweiz, und Aeschenvorstadt 1, 4051 Basel, Schweiz [, handelnd durch ihre 
Niederlassung [London, 1 Finsbury Avenue, London EC2M 2PP, Vereinigtes 
Königreich] [Jersey, 24 Union Street, Saint Helier, Jersey JE4 8UJ]]] 
[UBS Limited c/o UBS Deutschland AG, Stephanstrasse 14 – 16, 60313 
Frankfurt am Main, Bundesrepublik Deutschland]. [•] [Der Begriff 
„Zahlstelle“ umfasst sämtliche Zahlstellen [, einschliesslich der Haupt-
zahlstelle].] / 
 

 The Paying Agent means [UBS AG, Bahnhofstrasse 45, 8001 Zurich, 
Switzerland, and Aeschenvorstadt 1, 4051 Basel, Switzerland [, acting 
through its [London Branch, 1 Finsbury Avenue, London EC2M 2PP, United 
Kingdom] [Jersey Branch, 24 Union Street, Saint Helier, Jersey JE4 8UJ]]] 
[UBS Limited c/o UBS Deutschland AG, Stephanstrasse 14 – 16, 60313 
Frankfurt am Main, Federal Republic of Germany]. [•] [The term “Paying 
Agent” shall also refer to all Paying Agents [including the Fiscal Agent].] 

  
Zahltag bei Emission / Initial Payment 
Date: 

Der Zahltag bei Emission bezeichnet [•]. [Bei Verkürzung oder 
Verlängerung der Zeichnungsfrist kann sich der Zahltag bei Emission 
entsprechend verschieben.] /  
 

 The Initial Payment Date means [•]. [In case of abbreviation or extension of 
the Subscription Period the Initial Payment Date may be changed 
accordingly.] 
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[Zeichnungsfrist / Subscription Period: [•]. [Die Emittentin behält sich vor, die Zeichnungsfrist bei entsprechender 

Marktlage zu verkürzen oder zu verlängern.] /  
 

 [•]. [The Issuer reserves the right to earlier close or to extend the 
Subscription Period if market conditions so require.] ] 

  
[Zinstagequotient / Day Count 
Fraction: 

Der Zinstagequotient bezeichnet im Hinblick auf die Berechnung eines 
Betrages für einen beliebigen Zeitraum (der "Zinsberechnungszeitraum"): 

 [Im Fall von "actual/actual (ICMA)": 
 (a) Falls der Zinsberechnungszeitraum gleich oder kürzer ist als die 

Zinsperiode in welche dieser fällt, die tatsächliche Anzahl von 
Tagen in diesem Zinsberechnungs-zeitraum, dividiert durch das 
Produkt (i) der tatsächlichen Anzahl von Tagen in der jeweiligen 
Zinsperiode und (ii) der Anzahl der Zinsperioden in einem Jahr. 

 (b) Falls der Zinsberechnungszeitraum länger als eine Zinsperiode 
ist, die Summe: (i) der tatsächlichen Anzahl von Tagen in 
demjenigen Zinsberechnungszeitraum, der in die Zinsperiode 
fällt, in der dieser beginnt, geteilt durch das Produkt aus (x) der 
tatsächlichen Anzahl von Tagen in dieser Zinsperiode und (y) 
der Anzahl von Zinsperioden in einem Jahr, und (ii) der 
tatsächlichen Anzahl von Tagen in demjenigen Zinsberech-
nungszeitraum, der in die nächste Zinsperiode fällt, geteilt durch 
das Produkt aus (x) der tatsächlichen Anzahl von Tagen in dieser 
Zinsperiode und (y) der Anzahl von Zinsperioden in einem 
Jahr.] 

 [Im Fall von "30/360": 
 Die Anzahl von Tagen im jeweiligen Berechnungszeitraum dividiert durch 

360 (wobei die Anzahl der Tage auf der Grundlage eines Jahres von 360 mit 
zwölf Monaten zu 30 Tagen zu ermitteln ist (es sei denn, (i) der letzte Tag 
des Zinsberechnungszeitraumes fällt auf den 31. Tag eines Monats, während 
der erste Tag des Zinsberechnungszeitraumes weder auf den 30. noch auf den 
31. Tag eine Monats fällt, wobei in diesem Fall der diesen Tag enthaltende 
Monat nicht als ein auf 30 Tage gekürzter Monat zu behandeln ist, oder (ii) 
der letzte Tag des Zinsberechnungszeitraumes fällt auf den letzten Tag des 
Monats Februar, wobei in diesem Fall der Monat Februar nicht als ein auf 30 
Tage verlängerter Monat zu behandeln ist)).] 

 
 [Im Fall von "30E/360" oder "Eurobond Basis": 
 Die Anzahl der Tage im Zinsberechnungszeitraum dividiert durch 360 (es sei 

denn, im Fall des letzten Zinsberechnungszeitraumes fällt der [Verfalltag] 
[gegebenenfalls anderes maßgebliches Datum einfügen: [•]] auf den letzten 
Tag des Monats Februar, in welchem Fall der Monat Februar als nicht auf 
einen Monat von 30 Tagen verlängert gilt).] 
 

 [Im Fall von "Actual/365" oder "Actual/Actual (ISDA)": 
 Die tatsächliche Anzahl von Tagen im Zinsberechnungszeitraum, dividiert 

durch 365 (oder, falls ein Teil dieses Zinsberechnungszeitraumes in ein 
Schaltjahr fällt, die Summe aus (i) der tatsächlichen Anzahl der in das 
Schaltjahr fallenden Tage des Zinsberechnungszeitraumes dividiert durch 
366 und (ii) die tatsächliche Anzahl der nicht in das Schaltjahr fallenden 
Tage des Zinsberechnungszeitraumes dividiert durch 365).] 
 

 [Im Fall von "Actual/365 (Fixed)": 
 Die tatsächliche Anzahl von Tagen im Zinsberechnungszeitraum dividiert 

durch 365.] 
 

 [Im Fall von "Actual/360": 
 Die tatsächliche Anzahl von Tagen im Zinsberechnungszeitraum, dividiert 
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durch 360.] / 
 

 The Day Count Fraction, in respect of the calculation of an amount for any 
period of time (the "Calculation Period") means: 

 [in the case of "Actual/Actual (ICMA)": 
 (a) where the Calculation Period is equal to or shorter than the 

Interest Period during which it falls, the actual number of days 
in the Calculation Period divided by the product of (i) the actual 
number of days in such Interest Period and (ii) the number of 
Interest Periods in any calendar year; and 

 (b) where the Calculation Period is longer than one Interest Period, 
the sum of: (i) the actual number of days in such Calculation 
Period falling in the Interest Period in which it begins divided 
by the product of (x) the actual number of days in such Interest 
Period and (y) the number of Interest Periods in any year; and 
(ii) the actual number of days in such Calculation Period falling 
in the next Interest Period divided by the product of (x) the 
actual number of days in such Interest Period and (y) the 
number of Interest Periods in any year.] 

 [in the case of "30/360": 
 the number of days in the Calculation Period divided by 360 (the number of 

days to be calculated on the basis of a year of 360 days with twelve 30-day 
months (unless (i) the last day of the Calculation Period is the 31st day of a 
month but the first day of the Calculation Period is a day other than the 30th 
or 31st day of a month, in which case the month that includes that last day 
shall not be considered to be shortened to a 30-day month, or (ii) the last day 
of the Calculation Period is the last day of the month of February, in which 
case the month of February shall not be considered to be lengthened to a 30-
day month)).] 
 

 [in the case of "30E/360" or "Eurobond Basis": 
 the number of days in the Calculation Period divided by 360 (unless, in the 

case of the final Calculation Period, the [Expiration Date] [if applicable, 
insert other relevant date: [•]] is the last day of the month of February, in 
which case the month of February shall not be considered to be lengthened to 
a 30-day month).] 
 

 [in the case of "Actual/365" or "Actual/Actual (ISDA)": 
 the actual number of days in the Calculation Period divided by 365 (or, if 

any portion of the Calculation Period falls in a leap year, the sum of (i) the 
actual number of days in that portion of the Calculation Period falling in a 
leap year divided by 366 and (ii) the actual number of days in that portion of 
the Calculation Period falling in a non-leap year divided by 365).] 
 

 [in the case of "Actual/365 (Fixed)": 
 the actual number of days in the Calculation Period divided by 365.] 

 
 [in the case of "Actual/360": 
 the actual number of days in the Calculation Period divided by 360.] 
  
[gegebenenfalls weitere Ausstattungsmerkmale und Definitionen der Optionsscheine einfügen: [•] / if applicable, insert 
further Key Terms and Definitions of the Warrants: [•]] 
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[in case of a structure as UBS Credit Linked Warrants insert, if applicable, the following text: 
 
 

Wertpapierbedingungen Teil 2: Besondere 
Wertpapierbedingungen  

Terms and Conditions of the Securities Part 2: Special 
Conditions of the Securities 
 

 
§ 1 

Optionsrecht 
 

 
§ 1 

Option Right 

[(1) Die Emittentin gewährt hiermit dem Wertpapier-
gläubiger von je einem (1) Kreditbezogenen 
Optionsschein nach Massgabe dieser Bedingungen 
das folgende Recht (das „Optionsrecht“):]  

[(1) The Issuer hereby warrants the Securityholder of 
each (1) Credit Linked Warrant the following right 
(the “Option Right”):]  

[(a) (i) Stellt die Berechnungsstelle an 
irgendeinem Tag innerhalb der 
Referenzperiode den Eintritt eines Kredit-
ereignisses fest und (ii) wird eine Mitteilung 
des Kreditereignisses [und eine Mitteilung 
über eine Öffentlich Verfügbare Information] 
an einem Tag innerhalb des 
Mitteilungszeitraums wirksam, die von der 
Berechnungsstelle gemäss § 11 dieser 
Bedingungen an die Wertpapiergläubiger 
übermittelt worden ist, hat der Wertpapier-
gläubiger das Recht, den Abrechnungsbetrag 
(wie nachstehend definiert) [multipliziert mit 
der Partizipationsrate] [multipliziert mit dem 
Bezugsverhältnis] [in die Auszahlungs-
währung umgerechnet] und auf zwei Dezimal-
stellen kaufmännisch gerundet] (der „Aus-
zahlungsbetrag“) zu beziehen.] 

[(a) If (i) the Calculation Agent has determined on 
any date within the Reference Period that a 
Credit Event has occurred and (ii) a Credit 
Event Notice [and a Notice of Publicly 
Available Information] has been delivered by 
the Calculation Agent to the Securityholder 
pursuant to § 11 of these Conditions that is 
effective on any date during the Notice 
Delivery Period, the Securityholder is entitled 
to the Redemption Amount (as defined below) 
[multiplied by the Participation Rate] 
[multiplied by the Ratio] [converted into the 
Settlement Currency] and afterwards 
commercially rounded to two decimal points 
(the “Settlement Amount”).] 

[(b) Liegen die vorgenannten Voraussetzungen 
nicht vor, verfallen die Wertpapier wertlos 
und der Wertpapiergläubiger hat kein Recht, 
eine Zahlung auf die Wertpapier zu 
verlangen.] 

[(b) If the aforementioned preconditions are not 
met, the Securities shall expire worthless and 
the Securityholder shall not be entitled to any 
payment in relation to the Securities.] 

[(2) Der „Abrechnungsbetrag“ [wird] [entspricht] [(2) The “Redemption Amount” [is] [equals] 
[im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags folgenden Text 
einfügen: , vorbehaltlich der Zahlung des kapital-
geschützten Mindestrückzahlungsbetrags, ] 

[in case of a capital protected Minimum Repayment 
Amount add the following text: , subject to the 
payment of the capital protected Minimum 
Repayment Amount, ] 

[im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags und eines Maximalbetrags 
folgenden Text einfügen: , vorbehaltlich der 
Zahlung des kapitalgeschützten Mindest-
rückzahlungsbetrags bzw. des Maximalbetrags, ] 

[in case of a capital protected Minimum Repayment 
Amount and of a Cap Amount add the following 
text: , subject to the payment of the capital protected 
Minimum Repayment Amount and to the Cap 
Amount, ] 

[im Fall eines Maximalbetrags folgenden Text 
einfügen: , vorbehaltlich des Maximalbetrags, ] 

[in case of a Cap Amount add the following text: , 
subject to the Cap Amount, ] 

[in Übereinstimmung mit folgender Formel 
berechnet: Formel zur Berechnung des 
Abrechnungsbetrags, gegebenenfalls samt 
dazugehörigen Definitionen, einfügen: [•]] 

[calculated in accordance with the following 
formula: insert formula for the determination of the 
Redemption Amount including if appropriate, related 
definitions: [•]] 

[gegebenenfalls andere Bestimmung des 
Abrechnungsbetrags einfügen: [•].] 

[if appropriate, insert other determination of the 
Redemption Amount: [•].] 

[im Fall eines kapitalgeschützten Mindestrück-
zahlungsbetrags folgenden Text einfügen: Dabei 
entspricht der Abrechnungsbetrag mindestens dem 
kapitalgeschützten Mindestrückzahlungsbetrag.]  

[in case of a capital protected Minimum Repayment 
Amount add the following text: The Redemption 
Amount is, in any case, equal to the capital protected 
Minimum Repayment Amount.] 

[im Fall eines kapitalgeschützten Mindest- [in case of a capital protected Minimum Repayment 
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rückzahlungsbetrags und eines Maximalbetrags 
folgenden Text einfügen: Dabei entspricht der 
Abrechnungsbetrag mindestens dem kapital-
geschützten Mindestrückzahlungsbetrag, höchstens 
jedoch dem Maximalbetrag]. 

Amount and of a Cap Amount add the following 
text: The Redemption Amount is, in any case, equal 
to the capital protected Minimum Repayment 
Amount, however, capped, to the Cap Amount.] 

[im Fall eines Maximalbetrags folgenden Text 
einfügen: Dabei entspricht der Abrechnungsbetrag 
höchstens jedoch dem Maximalbetrag.]] 

[in case of a Cap Amount add the following text: The 
Redemption Amount is, however, capped, to the Cap 
Amount.]] 

[(3) Sämtliche im Zusammenhang mit dem Options-
recht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 
Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensicht-
lichen Irrtums, abschliessend und für alle 
Beteiligten bindend.]  

[(3) Any determination and calculation in connection with 
the Option Right, in particular the calculation of the 
Settlement Amount, will be made by the Calculation 
Agent (§ 9). Determinations and calculations made in 
this respect by the Calculation Agent are final and 
binding for all participants except in the event of 
manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[gegebenenfalls folgenden § 2 einfügen: 

 
[if applicable, insert the following § 2: 

 
§ 2 

 

 
§ 2 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert  
further determinations of the Option Right: [•]] 

] ]
[gegebenenfalls folgenden § 3 einfügen: [if applicable, insert the following § 3: 

 
§ 3 

 

 
§ 3 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert  
further determinations of the Option Right: [•]] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

] ] 
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[in case of a structure as UBS [Call] [or, as the case may be,] [Put] Warrants [(Standard)] insert, if applicable, the 
following text: 

 
 

Wertpapierbedingungen Teil 2: Besondere 
Wertpapierbedingungen  

Terms and Conditions of the Securities Part 2: Special 
Conditions of the Securities 
 

 
§ 1 

Optionsrecht 
 

 
§ 1 

Option Right 

[(1) Die Emittentin gewährt hiermit dem Wertpapier-
gläubiger von je einem (1) Optionsschein bezogen 
auf den Kurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] nach Massgabe dieser Bedingungen 
das Recht (das „Optionsrecht“), den [in die Aus-
zahlungswährung umgerechneten] Abrechnungs-
betrag (§ 1 (2)), [multipliziert mit dem Bezugsver-
hältnis und] auf zwei Dezimalstellen kaufmännisch 
gerundet, zu beziehen (der „Auszahlungs-
betrag“).] 

[(1) The Issuer hereby warrants the Securityholder of 
each (1) Warrant relating to the Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] the right (the “Option Right”) to 
receive the Redemption Amount (§ 1 (2)) 
[, converted into the Settlement Currency,] 
[multiplied by the Conversion Ratio] [and] 
commercially rounded to two decimal places (the 
“Settlement Amount”).] 

[(2) Der „Abrechnungsbetrag“ entspricht [der 
Differenz, um die der Abrechnungskurs [des 
Basiswerts] [gegebenenfalls anderen Bezugspunkt 
hinsichtlich des in diesem Basisprospekt 
verwendeten Basiswerts einfügen: [•]] den 
Basispreis [im Fall eines Call Optionsscheins 
folgenden Text einfügen: überschreitet [(im Fall 
eines Call Optionsscheins)]] [bzw.] [im Fall eines 
Put Optionsscheins folgenden Text einfügen: unter-
schreitet [(im Fall eines Put Optionsscheins)]], 
kaufmännisch auf zwei Dezimalstellen gerundet.] 
[gegebenenfalls andere Bestimmung des 
Abrechnungsbetrags einfügen: [•].] 

[(2) The “Redemption Amount” equals [the difference 
at which the Settlement Price of [the Underlying] [if 
appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] 
[in case of a Call Warrant insert the following text: 
exceeds [(in case of a Call Warrant)]] [or, as the case 
may be,] [in case of a Put Warrant insert the 
following text: falls short of [(in case of a Put 
Warrant)]] the Strike Price, commercially rounded to 
two decimal points.] [if appropriate, insert other 
determination of the Redemption Amount: [•].] 

[(3) Sämtliche im Zusammenhang mit dem Options-
recht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 
Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensicht-
lichen Irrtums, abschliessend und für alle 
Beteiligten bindend.]  

[(3) Any determination and calculation in connection 
with the Option Right, in particular the calculation 
of the Settlement Amount, will be made by the 
Calculation Agent (§ 9). Determinations and 
calculations made in this respect by the Calculation 
Agent are final and binding for all participants 
except in the event of manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
§ 2 

Ausübungsverfahren; Ausübungserklärung; 
Ausübungstag; Automatische Ausübung 

 

 
§ 2 

Exercise Procedure; Exercise Notice; 
Exercise Date; Automatic Exercise 

[(1) Das Optionsrecht kann durch den Wert-
papiergläubiger jeweils nur bis zur Ausübungszeit 
an einem Bankgeschäftstag [, der zugleich ein 
[Basiswert] [Korbbestandteil]-Berechnungstag ist,] 
innerhalb der Ausübungsfrist (der „Ausübungstag“) 
und in Übereinstimmung mit dem nachfolgend 
beschriebenen Ausübungsverfahren ausgeübt 
werden:] 

[(1) The Option Right may in each case only be exercised 
by the Securityholder until the Exercise Time on a 
Banking Day [, which also is [an Underlying] [a 
Basket Component] Calculation Date,] within the 
Exercise Period (the “Exercise Date”) and in 
accordance with the exercise procedure described 
below:] 
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[Im Fall einer Mindestausübungsanzahl folgenden 
Absatz (2) einfügen: 

[In case of a Minimum Exercise Size add the following 
paragraph (2): 

(2) Ausser im Fall der Automatischen Ausübung 
können die Optionsrechte [vorbehaltlich von 
§ 2 ([3] [4])] jeweils nur in der Mindestausübungs-
anzahl ausgeübt werden. Eine Ausübung von 
weniger als der Mindestausübungsanzahl von Wert-
papieren ist ungültig und entfaltet keine Wirkung. 
Eine Ausübung von mehr als der Mindest-
ausübungsanzahl von Wertpapieren, deren Anzahl 
kein ganzzahliges Vielfaches derselben ist, gilt als 
Ausübung der nächstkleineren Anzahl von Wert-
papieren, die der Mindestausübungsanzahl 
entspricht oder ein ganzzahliges Vielfaches der 
Mindestausübungsanzahl ist.] 

(2) Except when Automatic Exercise applies, the Option 
Rights may [, subject to § 2 ([3] [4]),] only be 
exercised in a number equal to the Minimum 
Exercise Size. An exercise of less than the Minimum 
Exercise Size of the Securities will be invalid and 
ineffective. An exercise of more than the Minimum 
Exercise Size of the Securities that is not an integral 
multiple thereof will be deemed to be an exercise of a 
number of Securities that is equal to the Minimum 
Exercise Size or the next lowest integral multiple of 
the Minimum Exercise Size.] 

[([2] [3]) Zur wirksamen Ausübung der Optionsrechte 
müssen am massgeblichen Ausübungstag bis zur 
Ausübungszeit die folgenden Bedingungen erfüllt 
sein:] 

[([2][3]) For a valid exercise of the Option Rights the 
following conditions have to be met on the relevant 
Exercise Date until the Exercise Time:] 

[(i) Bei der Optionsstelle muss eine schriftliche 
und rechtsverbindlich unterzeichnete Erklärung 
des Wertpapiergläubigers, dass er das durch 
das Wertpapier verbriefte Optionsrecht ausübt 
(die „Ausübungserklärung“), eingegangen 
sein. Die Ausübungserklärung ist 
unwiderruflich und bindend und hat unter 
anderem folgende Angaben zu enthalten: 
(a) den Namen des Wertpapiergläubigers, 
(b) die Bezeichnung und die Anzahl der 
Wertpapiere, deren Optionsrechte ausgeübt 
werden und (c) das Konto des Wertpapier-
gläubigers bei einem Kreditinstitut, auf das der 
gegebenenfalls zu zahlende Auszahlungsbetrag 
überwiesen werden soll;] 

[(i) The Warrant Agent must receive written and 
legally signed notice by the Securityholder 
stating his intention to exercise the Option Right 
securitised in the Security (the “Exercise 
Notice”). The Exercise Notice is irrevocable 
and binding and shall contain among others 
(a) the name of the Securityholder, (b) an 
indication and the number of Securities to be 
exercised and (c) the account of the 
Securityholder with a credit institution, to which 
the transfer of the Settlement Amount, if any, 
shall be effected.] 

[(ii) die erfolgte Übertragung der betreffenden 
Wertpapiere auf die Optionsstelle, und zwar 
entweder (a) durch eine unwiderrufliche An-
weisung an die Optionsstelle, die Wertpapiere 
aus dem gegebenenfalls bei der Optionsstelle 
unterhaltenen Wertpapierdepot zu entnehmen 
oder (b) durch Gutschrift der Wertpapiere auf 
das Konto der Optionsstelle bei der Clearing-
stelle.] 

[(ii) the effected transfer of the respective Securities 
to the Warrant Agent either (a) by an 
irrevocable order to the Warrant Agent to 
withdraw the Securities from a deposit 
maintained with the Warrant Agent or (b) by 
crediting the Securities to the account 
maintained by the Warrant Agent with the 
Clearing Agent.] 

 [Falls diese Bedingungen erst nach Ablauf der Aus-
übungszeit an einem Ausübungstag erfüllt sind, gilt 
das Optionsrecht als zum nächstfolgende 
Ausübungstag ausgeübt, vorausgesetzt, dass dieser 
Tag in die Ausübungsfrist fällt.] 

 [If these conditions are met after lapse of the 
Exercise Time on the Exercise Date, the Option 
Right shall be deemed to be exercised on the 
immediately succeeding Exercise Date provided that 
such day falls within the Exercise Period.] 

[Im Fall von deutschen Aktien als Basiswert bzw. 
Korbbestandteil folgenden Absatz ([3] [4]) einfügen: 

[In case of a German share as Underlying add the 
following paragraph ([3] [4]): 

([3] [4]) Die Ausübung des Optionsrechts ist an dem Tag 
ausgeschlossen, an dem die ordentliche Haupt-
versammlung der deutschen Aktiengesellschaft, 
deren Aktie [den Basiswert] [einen Basiswert(i)]
[einen Korbbestandteil] [bzw. einen Einzelwert] 
bildet, stattfindet, sowie an dem diesem Tag 
unmittelbar vorangehenden [Basis-
wert] [Korbbestandteil]-Berechnungstag. Falls eine 
Ausübungserklärung der Optionsstelle, zu einem 

([3] [4]) The exercise of the Option Right is excluded on 
the day, on which the shareholders' general meeting 
of the German stock corporation, the share of which 
is used as [the Underlying] [an Underlying] [a Basket 
Component] [or, as the case may be, a Component 
thereof], takes place, and on the [Underlying] 
[Basket Component] Calculation Date immediately 
preceding such day. If any Exercise Notice is 
received by the Warrant Agent on a day, on which 
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Zeitpunkt zugeht, zu dem nach Massgabe dieses 
Absatzes ([3] [4]) die Ausübung des Optionsrechts 
ausgeschlossen ist, gilt das Optionsrecht als zum 
nächstfolgende Ausübungstag ausgeübt, 
vorausgesetzt, dass dieser Tag in die Ausübungsfrist 
fällt. Ist die Ausübung des Optionsrechts nach 
Massgabe dieses Absatzes ([3] [4]) am letzten Tag 
der Ausübungsfrist ausgeschlossen, so verlängert 
sich die Ausübungsfrist nicht und die Wertpapiere 
gelten als automatisch ausgeübt gemäss § 3. In 
diesem Fall gilt der unmittelbar auf den Tag, an dem 
die ordentliche Hauptversammlung der deutschen 
Aktiengesellschaft, deren Aktie [den Basiswert]
[einen Basiswert(i)] [einen Korbbestandteil] [bzw. 
einen Einzelwert] bildet, stattgefunden hat, folgende 
[Basiswert] [Korbbestandteil]-Berechnungstag als 
massgeblicher [Bewertungstag] [Bewertungsdurch-
schnittstag].] 

the exercise of the Option Right is in accordance 
with this paragraph ([3] [4]) excluded, the Option 
Right shall be deemed to be exercised on the 
immediately succeeding Exercise Date provided that 
such day falls within the Exercise Period. If the 
exercise of the Option Right is in accordance with 
this paragraph ([3] [4]) excluded on the last day of 
the Exercise Period, the Exercise Period will not be 
extended and the Securities are deemed to be 
automatically exercised in accordance with § 3. In 
this case, the [Underlying] [Basket Component] 
Calculation Date, immediately succeeding the day, 
on which the shareholders' general meeting of the 
German stock corporation, the share of which is used 
as [the Underlying] [an Underlying] [a Basket 
Component] [or, as the case may be, a Component 
thereof], took place, shall be deemed to be the 
[Valuation Date] [relevant Valuation Averaging 
Date].] 

[([3] [4] [5]) Nach Ausübung der Optionsrechte sowie der 
Feststellung des Abrechnungskurses des Basiswerts 
berechnet die Berechnungsstelle (§ 9) den 
gegebenenfalls zu zahlenden Auszahlungsbetrag 
entweder nach der Anzahl der tatsächlich gelieferten 
Wertpapiere oder nach der in der Ausübungs-
erklärung genannten Anzahl von Wertpapieren, je 
nachdem, welche Zahl niedriger ist. Ein etwa 
verbleibender Überschuss bezüglich der gelieferten 
Wertpapiere wird an den massgeblichen Wertpapier-
gläubiger auf dessen Kosten und Gefahr 
zurückgewährt.] 

[([3] [4] [5]) Upon exercise of the Option Rights as well as 
determination of the Settlement Price of the 
Underlying the Calculation Agent (§ 9) shall 
calculate the Settlement Amount payable, if any,
either corresponding to the number of Securities 
actually delivered or to the number of Securities 
specified in the Exercise Notice, whichever is lower. 
Any remaining excess amount with respect to the 
Securities delivered will be returned to the relevant 
Securityholder at his cost and risk.] 

[([4] [5] [6]) Optionsrechte, die innerhalb der 
Ausübungsfrist nicht oder nicht wirksam ausgeübt 
wurden, gelten als am Verfalltag automatisch 
ausgeübt (der „Automatische Ausübungstag“), 
ohne dass es der Abgabe einer Ausübungs-
erklärung, der Übertragung der Wertpapiere oder 
der Erfüllung sonstiger Voraussetzungen bedarf 
(die „Automatische Ausübung“).] 

[([4] [5] [6]) Option Rights, which have not been or have 
not been validly exercised, are deemed to be 
exercised without requiring the submission of an 
Exercise Notice, the transfer of the Securities or the 
fulfilment of further special preconditions (the 
“Automatic Exercise”) on the Expiration Date (the 
“Automatic Exercise Date”).] 

[([5] [6] [7]) Sämtliche im Zusammenhang mit dem 
Optionsrecht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 
Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensichtlichen 
Irrtums, abschliessend und für alle Beteiligten 
bindend.] 

[([5] [6] [7]) Any determination and calculation in 
connection with the Option Right, in particular the 
calculation of the Settlement Amount, will be made 
by the Calculation Agent (§ 9). Determinations and 
calculations made in this respect by the Calculation 
Agent are final and binding for all participants 
except in the event of manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
§ 3 

 

 
§ 3 

 
[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 ]
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[in case of a structure as UBS [Capital Protected] [Call] [or, as the case may be,] [Put] [(Capped)] Warrants insert, 
if applicable, the following text: 
 
 

  
Wertpapierbedingungen Teil 2: Besondere 
Wertpapierbedingungen  

Terms and Conditions of the Securities Part 2: Special 
Conditions of the Securities 
 

 
§ 1 

Optionsrecht 
 

 
§ 1 

Option Right 

[(1) Die Emittentin gewährt hiermit dem Wertpapier-
gläubiger von je einem (1) Optionsschein bezogen 
auf den Kurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] nach Massgabe dieser Bedingungen 
das Recht (das „Optionsrecht“), den [in die Aus-
zahlungswährung umgerechneten] Abrechnungs-
betrag (§ 1 (2)), [multipliziert mit der 
Partizipationsrate und] [multipliziert mit dem 
Leverage Faktor und] [multipliziert mit dem 
Bezugsverhältnis und] auf zwei Dezimalstellen 
kaufmännisch gerundet, zu beziehen (der 
„Auszahlungsbetrag“).] 

[(1) The Issuer hereby warrants the Securityholder of 
each (1) Warrant relating to the Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] the right (the “Option Right”) to 
receive the Redemption Amount (§ 1 (2)) 
[, converted into the Settlement Currency,] 
[multiplied by the Participation Rate] [multiplied by 
the Leverage Factor] [multiplied by the Conversion 
Ratio] [and] commercially rounded to two decimal 
places (the “Settlement Amount”).] 

[(2) Der „Abrechnungsbetrag“ [wird] [entspricht]  [(2) The “Redemption Amount” [is] [equals] 
[im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags folgenden Text 
einfügen: , vorbehaltlich der Zahlung des kapital-
geschützten Mindestrückzahlungsbetrags, ] 

[in case of a capital protected Minimum Repayment 
Amount add the following text: , subject to the 
payment of the capital protected Minimum 
Repayment Amount, ] 

[im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags und eines Maximalbetrags 
folgenden Text einfügen: , vorbehaltlich der 
Zahlung des kapitalgeschützten Mindest-
rückzahlungsbetrags bzw. des Maximalbetrags, ] 

[in case of a capital protected Minimum Repayment 
Amount and of a Cap Amount add the following 
text: , subject to the payment of the capital protected 
Minimum Repayment Amount and to the Cap 
Amount, ] 

[im Fall eines Maximalbetrags folgenden Text 
einfügen: , vorbehaltlich des Maximalbetrags, ] 

[in case of a Cap Amount add the following text: , 
subject to the Cap Amount, ] 

 [der Differenz, um die der Abrechnungskurs [des 
Basiswerts] [gegebenenfalls anderen Bezugspunkt 
hinsichtlich des in diesem Basisprospekt 
verwendeten Basiswerts einfügen: [•]] den 
Basispreis [im Fall eines Call Optionsscheins 
folgenden Text einfügen: überschreitet [(im Fall 
eines Call Optionsscheins)]] [bzw.] [im Fall eines 
Put Optionsscheins folgenden Text einfügen: unter-
schreitet [(im Fall eines Put Optionsscheins)]], 
kaufmännisch auf zwei Dezimalstellen gerundet.] 

 [the difference at which the Settlement Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] [in case of a Call Warrant insert the 
following text: exceeds [(in case of a Call Warrant)]] 
[or, as the case may be,] [in case of a Put Warrant 
insert the following text: falls short of [(in case of a 
Put Warrant)]] the Strike Price, commercially 
rounded to two decimal points.]  

 [wie folgt bestimmt: [gegebenenfalls Formel zur 
Berechnung des Abrechnungsbetrags, 
gegebenenfalls samt dazugehörigen Definitionen, 
einfügen: [•].] 

 [determined as follows: [if appropriate, insert 
formula for the determination of the Redemption 
Amount including, if appropriate, related 
definitions: [•].] 

[gegebenenfalls andere Bestimmung des 
Abrechnungsbetrags einfügen: [•].] 

[if appropriate, insert other determination of the 
Redemption Amount: [•].] 

[im Fall eines kapitalgeschützten Mindestrück-
zahlungsbetrags folgenden Text einfügen: Dabei 
entspricht der Abrechnungsbetrag mindestens dem 
kapitalgeschützten Mindestrückzahlungsbetrag.] 

[in case of a capital protected Minimum Repayment 
Amount add the following text: The Redemption 
Amount is, in any case, equal to the capital protected 
Minimum Repayment Amount.] 

[im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags und eines Maximalbetrags 

[in case of a capital protected Minimum Repayment 
Amount and of a Cap Amount add the following 
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folgenden Text einfügen: Dabei entspricht der 
Abrechnungsbetrag mindestens dem kapital-
geschützten Mindestrückzahlungsbetrag, höchstens 
jedoch dem Maximalbetrag]. 

text: The Redemption Amount is, in any case, equal 
to the capital protected Minimum Repayment 
Amount, however, capped, to the Cap Amount.] 

[im Fall eines Maximalbetrags folgenden Text 
einfügen: Dabei entspricht der Abrechnungsbetrag 
höchstens jedoch dem Maximalbetrag.]] 

[in case of a Cap Amount add the following text: The 
Redemption Amount is, however, capped, to the Cap 
Amount.]] 

[(3) Sämtliche im Zusammenhang mit dem Options-
recht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 
Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensicht-
lichen Irrtums, abschliessend und für alle 
Beteiligten bindend.]  

[(3) Any determination and calculation in connection 
with the Option Right, in particular the calculation 
of the Settlement Amount, will be made by the 
Calculation Agent (§ 9). Determinations and 
calculations made in this respect by the Calculation 
Agent are final and binding for all participants 
except in the event of manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
§ 2 

Ausübungsverfahren; Ausübungserklärung; 
Ausübungstag; Automatische Ausübung 

 

 
§ 2 

Exercise Procedure; Exercise Notice; 
Exercise Date; Automatic Exercise 

[(1) Das Optionsrecht kann durch den Wert-
papiergläubiger jeweils nur bis zur Ausübungszeit 
an einem Bankgeschäftstag [, der zugleich ein 
[Basiswert] [Korbbestandteil]-Berechnungstag ist,] 
innerhalb der Ausübungsfrist (der „Ausübungstag“) 
und in Übereinstimmung mit dem nachfolgend 
beschriebenen Ausübungsverfahren ausgeübt 
werden:] 

[(1) The Option Right may in each case only be exercised 
by the Securityholder until the Exercise Time on a 
Banking Day [, which also is [an Underlying] [a 
Basket Component] Calculation Date,] within the 
Exercise Period (the “Exercise Date”) and in 
accordance with the exercise procedure described 
below:] 

[Im Fall einer Mindestausübungsanzahl folgenden 
Absatz (2) einfügen: 

[In case of a Minimum Exercise Size add the following 
paragraph (2): 

(2) Ausser im Fall der Automatischen Ausübung 
können die Optionsrechte [vorbehaltlich von 
§ 2 ([3] [4])] jeweils nur in der Mindestausübungs-
anzahl ausgeübt werden. Eine Ausübung von 
weniger als der Mindestausübungsanzahl von Wert-
papieren ist ungültig und entfaltet keine Wirkung. 
Eine Ausübung von mehr als der Mindest-
ausübungsanzahl von Wertpapieren, deren Anzahl 
kein ganzzahliges Vielfaches derselben ist, gilt als 
Ausübung der nächstkleineren Anzahl von Wert-
papieren, die der Mindestausübungsanzahl 
entspricht oder ein ganzzahliges Vielfaches der 
Mindestausübungsanzahl ist.] 

(2) Except when Automatic Exercise applies, the Option 
Rights may [, subject to § 2 ([3] [4]),] only be 
exercised in a number equal to the Minimum 
Exercise Size. An exercise of less than the Minimum 
Exercise Size of the Securities will be invalid and 
ineffective. An exercise of more than the Minimum 
Exercise Size of the Securities that is not an integral 
multiple thereof will be deemed to be an exercise of a 
number of Securities that is equal to the Minimum 
Exercise Size or the next lowest integral multiple of 
the Minimum Exercise Size.] 

[([2] [3]) Zur wirksamen Ausübung der Optionsrechte 
müssen am massgeblichen Ausübungstag bis zur 
Ausübungszeit die folgenden Bedingungen erfüllt 
sein:] 

[([2][3]) For a valid exercise of the Option Rights the 
following conditions have to be met on the relevant 
Exercise Date until the Exercise Time:] 

[(i) Bei der Optionsstelle muss eine schriftliche 
und rechtsverbindlich unterzeichnete Erklärung 
des Wertpapiergläubigers, dass er das durch 
das Wertpapier verbriefte Optionsrecht ausübt 
(die „Ausübungserklärung“), eingegangen 
sein. Die Ausübungserklärung ist 
unwiderruflich und bindend und hat unter 
anderem folgende Angaben zu enthalten: 
(a) den Namen des Wertpapiergläubigers, 

[(i) The Warrant Agent must receive written and 
legally signed notice by the Securityholder 
stating his intention to exercise the Option Right 
securitised in the Security (the “Exercise 
Notice”). The Exercise Notice is irrevocable 
and binding and shall contain among others 
(a) the name of the Securityholder, (b) an 
indication and the number of Securities to be 
exercised and (c) the account of the 
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(b) die Bezeichnung und die Anzahl der 
Wertpapiere, deren Optionsrechte ausgeübt 
werden und (c) das Konto des Wertpapier-
gläubigers bei einem Kreditinstitut, auf das der 
gegebenenfalls zu zahlende Auszahlungsbetrag 
überwiesen werden soll;] 

Securityholder with a credit institution, to which 
the transfer of the Settlement Amount, if any, 
shall be effected.] 

[(ii) die erfolgte Übertragung der betreffenden 
Wertpapiere auf die Optionsstelle, und zwar 
entweder (a) durch eine unwiderrufliche An-
weisung an die Optionsstelle, die Wertpapiere 
aus dem gegebenenfalls bei der Optionsstelle 
unterhaltenen Wertpapierdepot zu entnehmen 
oder (b) durch Gutschrift der Wertpapiere auf 
das Konto der Optionsstelle bei der Clearing-
stelle.] 

[(ii) the effected transfer of the respective Securities 
to the Warrant Agent either (a) by an 
irrevocable order to the Warrant Agent to 
withdraw the Securities from a deposit 
maintained with the Warrant Agent or (b) by 
crediting the Securities to the account 
maintained by the Warrant Agent with the 
Clearing Agent.] 

 [Falls diese Bedingungen erst nach Ablauf der Aus-
übungszeit an einem Ausübungstag erfüllt sind, gilt 
das Optionsrecht als zum nächstfolgende 
Ausübungstag ausgeübt, vorausgesetzt, dass dieser 
Tag in die Ausübungsfrist fällt.] 

 [If these conditions are met after lapse of the 
Exercise Time on the Exercise Date, the Option 
Right shall be deemed to be exercised on the 
immediately succeeding Exercise Date provided that 
such day falls within the Exercise Period.] 

[Im Fall von deutschen Aktien als Basiswert bzw. 
Korbbestandteil folgenden Absatz ([3] [4]) einfügen: 

[In case of a German share as Underlying add the 
following paragraph ([3] [4]): 

([3] [4]) Die Ausübung des Optionsrechts ist an dem Tag 
ausgeschlossen, an dem die ordentliche Haupt-
versammlung der deutschen Aktiengesellschaft, 
deren Aktie [den Basiswert] [einen Basiswert(i)]
[einen Korbbestandteil] [bzw. einen Einzelwert] 
bildet, stattfindet, sowie an dem diesem Tag 
unmittelbar vorangehenden [Basis-
wert] [Korbbestandteil]-Berechnungstag. Falls eine 
Ausübungserklärung der Optionsstelle, zu einem 
Zeitpunkt zugeht, zu dem nach Massgabe dieses 
Absatzes ([3] [4]) die Ausübung des Optionsrechts 
ausgeschlossen ist, gilt das Optionsrecht als zum 
nächstfolgende Ausübungstag ausgeübt, 
vorausgesetzt, dass dieser Tag in die Ausübungsfrist 
fällt. Ist die Ausübung des Optionsrechts nach 
Massgabe dieses Absatzes ([3] [4]) am letzten Tag 
der Ausübungsfrist ausgeschlossen, so verlängert 
sich die Ausübungsfrist nicht und die Wertpapiere 
gelten als automatisch ausgeübt gemäss § 3. In 
diesem Fall gilt der unmittelbar auf den Tag, an dem 
die ordentliche Hauptversammlung der deutschen 
Aktiengesellschaft, deren Aktie [den Basiswert]
[einen Basiswert(i)] [einen Korbbestandteil] [bzw. 
einen Einzelwert] bildet, stattgefunden hat, folgende 
[Basiswert] [Korbbestandteil]-Berechnungstag als 
massgeblicher [Bewertungstag] [Bewertungsdurch-
schnittstag].] 

([3] [4]) The exercise of the Option Right is excluded on 
the day, on which the shareholders' general meeting 
of the German stock corporation, the share of which 
is used as [the Underlying] [an Underlying] [a Basket 
Component] [or, as the case may be, a Component 
thereof], takes place, and on the [Underlying] 
[Basket Component] Calculation Date immediately 
preceding such day. If any Exercise Notice is 
received by the Warrant Agent on a day, on which 
the exercise of the Option Right is in accordance 
with this paragraph ([3] [4]) excluded, the Option 
Right shall be deemed to be exercised on the 
immediately succeeding Exercise Date provided that 
such day falls within the Exercise Period. If the 
exercise of the Option Right is in accordance with 
this paragraph ([3] [4]) excluded on the last day of 
the Exercise Period, the Exercise Period will not be 
extended and the Securities are deemed to be 
automatically exercised in accordance with § 3. In 
this case, the [Underlying] [Basket Component] 
Calculation Date, immediately succeeding the day, 
on which the shareholders' general meeting of the 
German stock corporation, the share of which is used 
as [the Underlying] [an Underlying] [a Basket 
Component] [or, as the case may be, a Component 
thereof], took place, shall be deemed to be the 
[Valuation Date] [relevant Valuation Averaging 
Date].] 

[([3] [4] [5]) Nach Ausübung der Optionsrechte sowie der 
Feststellung des Abrechnungskurses des Basiswerts 
berechnet die Berechnungsstelle (§ 9) den 
gegebenenfalls zu zahlenden Auszahlungsbetrag 
entweder nach der Anzahl der tatsächlich gelieferten 
Wertpapiere oder nach der in der Ausübungs-
erklärung genannten Anzahl von Wertpapieren, je 
nachdem, welche Zahl niedriger ist. Ein etwa 
verbleibender Überschuss bezüglich der gelieferten 

[([3] [4] [5]) Upon exercise of the Option Rights as well as 
determination of the Settlement Price of the 
Underlying the Calculation Agent (§ 9) shall 
calculate the Settlement Amount payable, if any, 
either corresponding to the number of Securities 
actually delivered or to the number of Securities 
specified in the Exercise Notice, whichever is lower. 
Any remaining excess amount with respect to the 
Securities delivered will be returned to the relevant 
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Wertpapiere wird an den massgeblichen Wertpapier-
gläubiger auf dessen Kosten und Gefahr 
zurückgewährt.] 

Securityholder at his cost and risk.] 

[([4] [5] [6]) Optionsrechte, die innerhalb der 
Ausübungsfrist nicht oder nicht wirksam ausgeübt 
wurden, gelten als am Verfalltag automatisch 
ausgeübt (ebenfalls der „Automatische 
Ausübungstag“), ohne dass es der Abgabe einer 
Ausübungserklärung, der Übertragung der 
Wertpapiere oder der Erfüllung sonstiger Voraus-
setzungen bedarf (die „Automatische 
Ausübung“).] 

[([4] [5] [6]) Option Rights, which have not been or have 
not been validly exercised, are deemed to be 
exercised without requiring the submission of an 
Exercise Notice, the transfer of the Securities or the 
fulfilment of further special preconditions (also the 
“Automatic Exercise”) on the Expiration Date (the 
“Automatic Exercise Day”).] 

[([5] [6] [7]) Sämtliche im Zusammenhang mit dem 
Optionsrecht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 
Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensichtlichen 
Irrtums, abschliessend und für alle Beteiligten 
bindend.] 

[([5] [6] [7]) Any determination and calculation in 
connection with the Option Right, in particular the 
calculation of the Settlement Amount, will be made 
by the Calculation Agent (§ 9). Determinations and 
calculations made in this respect by the Calculation
Agent are final and binding for all participants 
except in the event of manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
§ 3 

 

 
§ 3 

 
[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 ]
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[in case of a structure as UBS [Capital Protected] [Reverse] [Express] [Spread] [Call] [or, as the case may be,] [Put] 
[(Capped)] Warrants insert, if applicable, the following text: 
 
 

Wertpapierbedingungen Teil 2: Besondere 
Wertpapierbedingungen  

Terms and Conditions of the Securities Part 2: Special 
Conditions of the Securities 
 

 
§ 1 

Optionsrecht 
 

 
§ 1 

Option Right 

[(1) Die Emittentin gewährt hiermit dem Wertpapier-
gläubiger von je einem (1) Optionsschein bezogen 
auf den Kurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] nach Massgabe dieser Bedingungen 
das Recht (das „Optionsrecht“),  

[(1) The Issuer hereby warrants the Securityholder of 
each (1) Warrant relating to the Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] the right (the “Option Right”) to 
receive  

 [vorbehaltlich eines vorzeitigen Verfalls der 
Wertpapiere gemäss § [2] [3],] [und] 

 [, subject to an early expiration of the Securities in 
accordance with § [2] [3],] [and] 

 [vorbehaltlich des Eintritts eines Kick-Out 
Ereignisses gemäss § 1 (3),] 

 [, subject to the occurrence of a Kick Out Event in 
accordance with § 1 (3),] 

 [gegebenenfalls andere Bedingung des Options-
rechts einfügen: [•].] ] 

 [if appropriate, insert other precondition of the 
Option Right: [•].] ] 

 den [in die Auszahlungswährung umgerechneten] 
Abrechnungsbetrag (§ 1 (2)), [multipliziert mit der 
Partizipationsrate und] [multipliziert mit dem 
Leverage Faktor und] [multipliziert mit dem 
Bezugsverhältnis und] auf zwei Dezimalstellen 
kaufmännisch gerundet, zu beziehen (der 
„Auszahlungsbetrag“).] 

 Redemption Amount (§ 1 (2)) [, converted into the 
Settlement Currency,] [multiplied by the 
Participation Rate] [multiplied by the Leverage 
Factor] [multiplied by the Conversion Ratio] [and] 
commercially rounded to two decimal places (the 
“Settlement Amount”).] 

[(2) Der „Abrechnungsbetrag“ [wird] [entspricht] [(2) The “Redemption Amount” [is] [equals] 
 [im Fall eines kapitalgeschützten Mindest-

rückzahlungsbetrags folgenden Text 
einfügen: , vorbehaltlich der Zahlung des kapital-
geschützten Mindestrückzahlungsbetrags, ] 

 [in case of a capital protected Minimum Repayment 
Amount add the following text: , subject to the 
payment of the capital protected Minimum 
Repayment Amount, ] 

 [im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags und eines Maximalbetrags 
folgenden Text einfügen: , vorbehaltlich der 
Zahlung des kapitalgeschützten Mindest-
rückzahlungsbetrags bzw. des Maximalbetrags, ] 

 [in case of a capital protected Minimum Repayment 
Amount and of a Cap Amount add the following 
text: , subject to the payment of the capital protected 
Minimum Repayment Amount and to the Cap 
Amount, ] 

 [im Fall eines Maximalbetrags folgenden Text 
einfügen: , vorbehaltlich des Maximalbetrags, ] 

 [in case of a Cap Amount add the following text: , 
subject to the Cap Amount, ] 

 [in Übereinstimmung mit folgender Formel 
berechnet: ] 

 [calculated in accordance with the following 
formula:] 

[ 
( ) Nennbetrag x Basispreis - skursAbrechnung 0;Max  

]

[ 
( ) Amount Nominal x Price Strike - Price Settlement 0;Max  

]
[ 

( ) Nennbetrag x skursAbrechnung - 100% 0;Max  
]

[ 
( ) Amount Nominal x Price Settlement - 100% 0;Max  

]
 [in Übereinstimmung mit folgender Formel 

berechnet: Formel zur Berechnung des 
Abrechnungsbetrags, gegebenenfalls samt 
dazugehörigen Definitionen, einfügen: [•]] 

 [calculated in accordance with the following 
formula: insert formula for the determination of the 
Redemption Amount including if appropriate, related 
definitions: [•]] 

 [wie folgt bestimmt:]  [determined as follows:] 
 
[im Fall eines Kick-Out Ereignisses gegebenenfalls 
folgende Absätze einfügen: 

 
[in case of a Kick-Out Event insert the following 
paragraps: 

(a) [Im Fall, dass [während der Laufzeit der (a) [In case that [during the Term of the Securities] 
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Wertpapiere] [während des massgeblichen 
Beobachtungszeitraums] [gegebenenfalls 
anderen zeitlichen Bezugspunkt einfügen: [•]] 
[kein Kick Out Ereignis (§ 1 (3)) 
eingetreten ist] [gegebenenfalls andere 
Voraussetzung(en) einfügen: [•]], dann 

[during the relevant Observation Period] [if 
appropriate, insert different temporal of 
reference: [•]] [a Kick Out Event (§ 1 (3)) has 
not occurred,] [if appropriate, insert different 
precondition(s): [•]], then 

 [wird der Abrechnungsbetrag in Überein-
stimmung mit folgender Formel 
berechnet: Formel zur Berechnung des 
Abrechnungsbetrags, gegebenenfalls samt 
dazugehörigen Definitionen, einfügen: [•]] 

 [the Redemption Amount is calculated in 
accordance with the following formula: insert 
formula for the determination of the Redemption 
Amount including if appropriate, related 
definitions: [•]] 

 [entspricht der Abrechnungsbetrag dem 
Nennbetrag.]  

 [the Redemption Amount is equal to the 
Nominal Amount.] 

 [gegebenenfalls andere Bestimmung des 
Abrechnungsbetrags einfügen: [•].] 

 [if appropriate, insert other determination of the 
Redemption Amount: [•].] 

 [im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags folgenden Text 
einfügen: Dabei entspricht der Abrechnungs-
betrag nach § 1 (2) (a) dieser Bedingungen 
mindestens dem kapitalgeschützten Mindest-
rückzahlungsbetrag.] 

 [in case of a capital protected Minimum 
Repayment Amount add the following text: The 
Redemption Amount in accordance with 
§ 1 (2) (a) of these Conditions is, in any case, 
equal to the capital protected Minimum 
Repayment Amount.] 

 [im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags und eines Maximal-
betrags folgenden Text einfügen: Dabei 
entspricht der Abrechnungsbetrag nach 
§ 1 (2) (a) dieser Bedingungen mindestens 
dem kapitalgeschützten Mindest-
rückzahlungsbetrag, höchstens jedoch dem 
Maximalbetrag]. 

 [in case of a capital protected Minimum 
Repayment Amount and of a Cap Amount add 
the following text: The Redemption Amount in 
accordance with § 1 (2) (a) of these Conditions 
is, in any case, equal to the capital protected 
Minimum Repayment Amount, however, 
capped, to the Cap Amount.] 

 [im Fall eines Maximalbetrags folgenden Text 
einfügen: Dabei entspricht der Abrechnungs-
betrag nach § 1 (2) (a) dieser Bedingungen 
höchstens jedoch dem Maximalbetrag.] 

 [in case of a Cap Amount add the following 
text: The Redemption Amount in accordance 
with § 1 (2) (a) of these Conditions is, however, 
capped, to the Cap Amount.] 

(b) [Im Fall, dass [während der Laufzeit der 
Wertpapiere] [während des massgeblichen 
Beobachtungszeitraums] [gegebenenfalls 
anderen zeitlichen Bezugspunkt einfügen: [•]] 
[ein Kick Out Ereignis (§ 1 (3)) eingetreten 
ist] [gegebenenfalls andere Voraus-
setzung(en) einfügen: [•]], dann 

(b) [In case that [during the Term of the Securities] 
[during the relevant Observation Period] [if 
appropriate, insert different temporal of 
reference: [•]] [a Kick Out Event (§ 1 (3)) has 
occurred,] [if appropriate, insert different 
precondition(s): [•]], then 

 [wird der Abrechnungsbetrag in Überein-
stimmung mit folgender Formel 
berechnet: Formel zur Berechnung des 
Abrechnungsbetrags, gegebenenfalls samt 
dazugehörigen Definitionen, einfügen: [•]] 

 [the Redemption Amount is calculated in 
accordance with the following formula: insert 
formula for the determination of the Redemption 
Amount including if appropriate, related 
definitions: [•]] 

 [entspricht der Abrechnungsbetrag dem 
Nennbetrag]  

 [the Redemption Amount is equal to the 
Nominal Amount.] 

 [gegebenenfalls andere Bestimmung des 
Abrechnungsbetrags einfügen: [•].] ] 

 [if appropriate, insert other determination of the 
Redemption Amount: [•].] ] 

 [im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags folgenden Text 
einfügen: Dabei entspricht der Abrechnungs-
betrag nach § 1 (2) (b) dieser Bedingungen 
mindestens dem kapitalgeschützten Mindest-
rückzahlungsbetrag.] 

 [in case of a capital protected Minimum 
Repayment Amount add the following text: The 
Redemption Amount in accordance with 
§ 1 (2) (b) of these Conditions is, in any case, 
equal to the capital protected Minimum 
Repayment Amount.] 

 [im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags und eines Maximal-
betrags folgenden Text einfügen: Dabei 

 [in case of a capital protected Minimum 
Repayment Amount and of a Cap Amount add 
the following text: The Redemption Amount in 
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entspricht der Abrechnungsbetrag nach 
§ 1 (2) (b) dieser Bedingungen mindestens 
dem kapitalgeschützten Mindest-
rückzahlungsbetrag, höchstens jedoch dem 
Maximalbetrag]. 

accordance with § 1 (2) (b) of these Conditions 
is, in any case, equal to the capital protected 
Minimum Repayment Amount, however, 
capped, to the Cap Amount.] 

 [im Fall eines Maximalbetrags folgenden Text 
einfügen: Dabei entspricht der Abrechnungs-
betrag nach § 1 (2) (b) dieser Bedingungen 
höchstens jedoch dem Maximalbetrag.]] 

 [in case of a Cap Amount add the following 
text: The Redemption Amount in accordance 
with § 1 (2) (b) of these Conditions is, however, 
capped, to the Cap Amount.]] 

[wie folgt bestimmt: [gegebenenfalls Formel zur 
Berechnung des Abrechnungsbetrags, 
gegebenenfalls samt dazugehörigen Definitionen, 
einfügen: [•].] 

[determined as follows: [if appropriate, insert 
formula for the determination of the Redemption 
Amount including, if appropriate, related 
definitions: [•].] 

[gegebenenfalls andere Bestimmung des 
Abrechnungsbetrags einfügen: [•].] 

[if appropriate, insert other determination of the 
Redemption Amount: [•].] 

 [im Fall eines kapitalgeschützten Mindestrück-
zahlungsbetrags folgenden Text einfügen: Dabei 
entspricht der Abrechnungsbetrag mindestens dem 
kapitalgeschützten Mindestrückzahlungsbetrag.]  

[in case of a capital protected Minimum Repayment 
Amount add the following text: The Redemption 
Amount is, in any case, equal to the capital protected 
Minimum Repayment Amount.] 

 [im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags und eines Maximalbetrags 
folgenden Text einfügen: Dabei entspricht der 
Abrechnungsbetrag mindestens dem kapital-
geschützten Mindestrückzahlungsbetrag, höchstens 
jedoch dem Maximalbetrag]. 

[in case of a capital protected Minimum Repayment 
Amount and of a Cap Amount add the following 
text: The Redemption Amount is, in any case, equal 
to the capital protected Minimum Repayment 
Amount, however, capped, to the Cap Amount.] 

 [im Fall eines Maximalbetrags folgenden Text 
einfügen: Dabei entspricht der Abrechnungsbetrag 
höchstens jedoch dem Maximalbetrag.]] 

[in case of a Cap Amount add the following text: The 
Redemption Amount is, however, capped, to the Cap 
Amount.]] 

[(3) Ein Kick Out Ereignis (das „Kick Out Ereignis“) 
hat stattgefunden, wenn [Kurs [des Basiswerts] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten 
Basiswerts einfügen: [•]] während der Laufzeit der 
Wertpapiere [den Kick Out Level] [die 
Kursschwelle] erreicht, d.h. berührt oder 
[überschritten] [unterschritten] hat] [gegebenenfalls 
andere Bestimmung des Kick Out Ereignisses 
einfügen: [•]]. (Es gelten normale Handelszeiten an 
normalen Handelstagen.)] 

[(3) A Kick Out Event (the “Kick Out Event”) shall be 
deemed to have occurred [if at any time within the 
Term of the Securities, the Price of [the Underlying] 
[if appropriate, insert different point of reference to 
an Underlying comprised in this Base 
Prospectus: •]] reaches, i.e. is equal to or [exceeds] 
[falls short] [the Kick Out Level] [the Floor]] [if 
appropriate, insert other determination of the Kick 
Out Event: [•].] (Regular trading hours on regular 
trading days apply.)] 

[([3] [4]) Sämtliche im Zusammenhang mit dem 
Optionsrecht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 
Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensicht-
lichen Irrtums, abschliessend und für alle 
Beteiligten bindend.]  

[([3] [4]) Any determination and calculation in connection 
with the Option Right, in particular the calculation of 
the Settlement Amount, will be made by the 
Calculation Agent (§ 9). Determinations and 
calculations made in this respect by the Calculation 
Agent are final and binding for all participants except 
in the event of manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[im Fall eines vorzeitigen Verfalls der Wertpapiere 
folgenden § 2 einfügen: 
 

§ 2 
Vorzeitiger Verfall der Wertpapiere 

 
[in case of an early expiration of the Securities insert the 
following § 2: 
 

§ 2 
Early Expiration of the Securities 

 
 [Sofern der Kurs [des Basiswerts] [gegebenenfalls 

anderen Bezugspunkt hinsichtlich des in diesem 
 [If the Price of [the Underlying] [if appropriate, 

insert different point of reference to an Underlying 
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Basisprospekt verwendeten Basiswerts 
einfügen: [•]] [während der Laufzeit der Wert-
papiere] [während des massgeblichen 
Beobachtungszeitraums] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]] [die [jeweils 
massgebliche] Verfall Schwelle] [erreicht oder 
überschreitet] [gegebenenfalls andere Voraus-
setzung(en) einfügen: [•]]]  

comprised in this Base Prospectus: [•]] [during the 
Term of the Securities] [during the relevant 
Observation Period] [if appropriate, insert different 
temporal of reference: [•]] [reaches or exceeds] [if 
appropriate, insert different precondition(s): [•]] [the 
[relevant] Expiration Threshold]]]  

 [Sofern der Spread [während der Laufzeit der 
Wertpapiere] [während des massgeblichen 
Beobachtungszeitraums] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]] [die [jeweils 
massgebliche] Verfall Schwelle] [erreicht oder 
überschreitet] [gegebenenfalls andere Voraus-
setzung(en) einfügen: [•]]] 

 [If the Spread [during the Term of the Securities] 
[during the relevant Observation Period] [if 
appropriate, insert different temporal of 
reference: [•]] [reaches or exceeds] [if appropriate, 
insert different precondition(s): [•]] [the [relevant] 
Expiration Threshold]]] 

 [gegebenenfalls andere Voraussetzung(en) des 
vorzeitigen Verfalls der Wertpapiere einfügen: [•]]  

 [if appropriate, insert different precondition(s) of an 
early expiration of the Securities: [•]],]  

 [, dann verfallen die Wertpapiere vorzeitig an 
diesem Tag (der „Vorzeitige Verfalltag“) und der 
Wertpapiergläubiger hat das Recht, je von ihm 
gehaltenen Wertpapier einen Geldbetrag in der 
Auszahlungswährung [, der von der 
Berechnungsstelle [im Fall von Optionsscheinen 
nach deutschem Recht: gemäss § 317 BGB] nach 
billigem Ermessen, unter Berücksichtigung des 
dann massgeblichen Kurses [des Basiswerts] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten Basis-
werts einfügen: [•]] als angemessener Marktpreis 
eines Wertpapiers festgelegt wird] [gegebenenfalls 
andere Bestimmung des Vorzeitiges Auszahlungs-
betrags einfügen: [•]] zu empfangen (der 
„Vorzeitige Auszahlungsbetrag“).] 

 [, then the Securities will expire on such day (the 
“Early Expiration Date”) and the Securityholder is 
entitled to receive with respect to each Security it 
holds an amount in the Settlement Currency [, which 
is determined by the Calculation Agent at its 
reasonable discretion [in case of German law 
governed Warrants: pursuant to § 317 of the BGB], 
considering the then prevailing Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] as the fair market price of a 
Security] [if appropriate, insert other determination 
of the Early Settlement Amount: [•]] (the “Early 
Settlement Amount”).]  

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[im Fall einer ausserordentlichen Kündigung der 
Emittentin folgenden [§ 2] [§ 3] einfügen: 
 

[§ 2] [§ 3] 
Ausserordentliche Kündigung der Wertpapiere  

durch die Emittentin  
 

 
[in case of an extraordinary termination by the Issuer 
insert the following [§ 2] [§ 3]: 
 

[§ 2] [§ 3] 
Extraordinary Termination of the Securities  

by the Issuer 
 

 [Sofern der Kurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] [während der Laufzeit der Wert-
papiere] [während des massgeblichen 
Beobachtungszeitraums] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]] [die [jeweils 
massgebliche] Kündigungsschwelle] [erreicht 
oder überschreitet] [gegebenenfalls andere 
Voraussetzung(en) einfügen: [•]] (das „Ausser-
ordentliches Kündigungsereignis“)]  

 [If the Price of [the Underlying] [if appropriate, 
insert different point of reference to an Underlying 
comprised in this Base Prospectus: [•]] [during the 
Term of the Securities] [during the relevant 
Observation Period] [if appropriate, insert different 
temporal of reference: [•]] [reaches or exceeds] [if 
appropriate, insert different precondition(s): [•]] [the 
[relevant] Termination Threshold] (the 
“Extraordinary Termination Event”)]  

 [Sofern der Spread [während der Laufzeit der 
Wertpapiere] [während des massgeblichen 
Beobachtungszeitraums] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]] [die [jeweils 

 [If the Spread [during the Term of the Securities] 
[during the relevant Observation Period] [if 
appropriate, insert different temporal of 
reference: [•]] [reaches or exceeds] [if appropriate, 
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massgebliche] Kündigungsschwelle] [erreicht 
oder überschreitet] [gegebenenfalls andere 
Voraussetzung(en) einfügen: [•]] (das „Ausser-
ordentliches Kündigungsereignis“)] 

insert different precondition(s): [•]] [the [relevant] 
Termination Threshold] (the “Extraordinary 
Termination Event”),] 

 [gegebenenfalls andere Bestimmung des Ausser-
ordentlichen Kündigungsereignisses einfügen: [•]]  

 [if appropriate, insert different determination of the 
Extraordinary Termination Event: [•]],]  

 [, dann ist die Emittentin berechtigt, aber nicht 
verpflichtet, die Wertpapiere durch Bekannt-
machung gemäss § 11 dieser Bedingungen unter 
Angabe des Ausserordentlichen Kündigungs-
ereignisses zu kündigen.] 

 [, then the Issuer shall be entitled, but not obliged, to 
terminate the Securities by way of publication 
pursuant to § 11 of these Conditions, specifying the 
Special Termination Event.] 

[(2) Die Kündigung nach diesem [§ 2][§ 3] hat 
innerhalb von [•] nach dem Vorliegen des 
Ausserordentlichen Kündigungsereignisses und 
unter Angabe des Kalendertags, zu dem die 
Kündigung wirksam wird (der „Ausserordentliche 
Kündigungstag“), zu erfolgen. In Zweifelsfällen 
über das Vorliegen des Ausserordentlichen 
Kündigungsereignisses entscheidet die Emittentin 
[im Fall von Optionsscheinen nach deutschem 
Recht: gemäss § 315 BGB] nach billigem 
Ermessen.] 

[(2) The termination in accordance with this [§ 2] [§ 3] 
shall be effected within [•] following the occurrence 
of the Extraordinary Termination Event and shall 
specify the calendar day, on which the termination 
becomes effective (the “Extraordinary 
Termination Date”). In cases of doubt, the Issuer 
reserves the right to determine at its reasonable 
discretion [in case of German law governed 
Warrants: pursuant to § 315 of the BGB] the 
occurrence of an Extraordinary Termination Event.] 

[(3) Im Fall der Kündigung zahlt die Emittentin an 
jeden Wertpapiergläubiger bezüglich jedes von 
ihm gehaltenen Wertpapiers einen Geldbetrag in 
der Auszahlungswährung [, der von der 
Berechnungsstelle [im Fall von Optionsscheinen 
nach deutschem Recht: gemäss § 317 BGB] nach 
billigem Ermessen, unter Berücksichtigung des 
dann massgeblichen Kurses [des Basiswerts] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten 
Basiswerts einfügen: [•]] als angemessener Markt-
preis eines Wertpapiers festgelegt wird] 
[gegebenenfalls andere Bestimmung des 
Ausserordentlichen Kündigungsbetrags 
einfügen: [•]] (der „Ausserordentliche 
Kündigungsbetrag“).] 

[(3) In case of termination the Issuer shall pay to each 
Securityholder with respect to each Security it holds 
an amount in the Settlement Currency [, which is 
determined by the Calculation Agent at its reasonable 
discretion [in case of German law governed 
Warrants: pursuant to § 317 of the BGB], 
considering the then prevailing Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] as the fair market price of a 
Security] [if appropriate, insert other determination 
of the Extraordinary Termination Amount: [•]] (the 
“Extraordinary Termination Amount”).] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[gegebenenfalls folgenden § 2 einfügen: 

 
[if applicable, insert the following § 2: 

 
§ 2 

 

 
§ 2 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert  
further determinations of the Option Right: [•]] 

] ]
[gegebenenfalls folgenden § 3 einfügen: [if applicable, insert the following § 3: 

 
§ 3 

 

 
§ 3 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert  
further determinations of the Option Right: [•]] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

] ] 
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[in case of a structure as UBS [Capital Protected] [HIT] [Call] [or, as the case may be,] [Put] [(Capped)] Warrants 
insert, if applicable, the following text:  

 
 

Wertpapierbedingungen Teil 2: Besondere 
Wertpapierbedingungen  

Terms and Conditions of the Securities Part 2: Special 
Conditions of the Securities 
 

 
§ 1 

Optionsrecht 
 

 
§ 1 

Option Right 

[(1) Die Emittentin gewährt hiermit dem Wertpapier-
gläubiger von je einem (1) Optionsschein bezogen 
auf den Kurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] nach Massgabe dieser Bedingungen 
das Recht (das „Optionsrecht“), den [in die Aus-
zahlungswährung umgerechneten und auf zwei 
Dezimalstellen kaufmännisch gerundeten] 
Abrechnungsbetrag (wie einleitend definiert) (der 
„Auszahlungsbetrag“) zu beziehen, sobald der 
Kurs [des Basiswerts] [eines Basiswerts(i)] [eines 
Korbbestandteils] [gegebenenfalls anderen 
Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] [im Beobachtungszeitraum] 
innerhalb der Laufzeit der Wertpapiere erstmals 
die Hit-Schwelle [im Fall eines Call Options-
scheins folgenden Text einfügen: erreicht oder 
überschreitet [(im Fall eines Call Options-
scheins)]] [bzw.] [im Fall eines Put Optionsscheins 
folgenden Text einfügen: erreicht oder 
unterschreitet [(im Fall eines Put 
Optionsscheins)]].] 

[(1) The Issuer hereby warrants the Securityholder of 
each (1) Warrant relating to the Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] the right (the “Option Right”) to 
receive under these Conditions the Redemption 
Amount (as initiatory defined), [converted into the 
Settlement Currency and afterwards commercially 
rounded to two decimal points] (the “Settlement 
Amount”), as soon as the Price of [the Underlying] 
[an Underlying(i)] [a Basket Component] [if 
appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] 
for the first time [during the Observation Period] 
within the Term of the Securities [in case of a Call 
Warrant insert the following text: reaches or 
exceeds [(in case of a Call Warrant)]] [or, as the case 
may be,] [in case of a Put Warrant insert the 
following text: reaches or falls short [(in case of a 
Put Warrant)]] the Hit Threshold.] 

 [Das Optionsrecht des Wertpapiergläubigers auf 
Zahlung des Auszahlungsbetrag besteht demnach 
nicht, wenn [im Fall eines einzelnen Werts als 
Basiswert folgenden Text einfügen: der Kurs [des 
Basiswerts] [gegebenenfalls anderen Bezugspunkt 
hinsichtlich des in diesem Basisprospekt 
verwendeten Basiswerts einfügen: [•]] zu keinem 
Zeitpunkt] [im Fall eines Korbs als Basiswert bzw. 
eines Portfolios von Basiswerten folgenden Text 
einfügen: der Kurs [keines der Basiswerte] [keines 
der Korbbestandteile] [gegebenenfalls anderen 
Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] zu irgendeinem Zeitpunkt] [im 
Beobachtungszeitraum] innerhalb der Laufzeit der 
Wertpapiere die Hit-Schwelle [im Fall eines Call 
Optionsscheins folgenden Text einfügen: erreicht 
oder überschreitet [(im Fall eines Call Options-
scheins)]] [bzw.] [im Fall eines Put Optionsscheins 
folgenden Text einfügen: erreicht oder 
unterschreitet [(im Fall eines Put Optionsscheins)]]. 
In diesem Fall erlischt das Optionsrecht und das 
Wertpapier wird ungültig.] 

 [Accordingly, the Option Right of the Securityholder 
to payment of the Settlement Amount does not 
exist, if [in case of a single asset as Underlying 
insert the following text: the Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] does not at any time] [in case of a 
basket as Underlying or of a portfolio of 
Underlyings, as the case may be, insert the following 
text: the Price [of none of the Underlyings] [of none 
of the Basket Components] [if appropriate, insert 
different point of reference to an Underlying 
comprised in this Base Prospectus: [•]] does at any 
time] [during the Observation Period] within the 
Term of the Securities [in case of a Call Warrant 
insert the following text: reach or exceed [(in case of 
a Call Warrant)]] [or, as the case may be,] [in case of 
a Put Warrant insert the following text: reach or fall 
short of [(in case of a Put Warrant)]] the Hit 
Threshold. In this case, the Option Right expires and 
the Security becomes invalid.] 

[(2) [im Fall eines Call Optionsscheins folgenden Text 
einfügen: Das Erreichen oder Überschreiten [(im 

[(2) [in case of a Call Warrant insert the following text: 
Reaching or exceeding [(in case of a Call Warrant)]] 
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Fall eines Call Optionsscheins)]] [bzw.] [im Fall 
eines Put Optionsscheins folgenden Text einfügen: 
[Das] [das] Erreichen oder Unterschreiten [(im Fall 
eines Put Optionsscheins)]] der Hit-Schwelle wird 
von der Berechnungsstelle (§ 9) festgestellt und 
gemäss § 11 bekannt gemacht. Die insoweit von 
der Berechnungsstelle getroffenen Feststellungen 
sind, ausser in Fällen offensichtlichen Irrtums, ab-
schliessend und für alle Beteiligten bindend.] 

[or, as the case may be,] [in case of a Call Warrant 
insert the following text: [Reaching] [reaching] or 
falling short [(in case of a Call Warrant)]] of the Hit 
Threshold will be determined by the Calculation 
Agent (§ 9) and published pursuant to § 11. 
Calculations made in this respect by the Calculation 
Agent are final and binding for all participants 
except in the event of manifest error.] 

[(3) Die Optionsrechte gelten an dem Tag, an dem der 
Kurs [des Basiswerts] [eines Basiswerts(i)] [eines 
Korbbestandteils] [gegebenenfalls anderen 
Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] während der Laufzeit der Wert-
papiere die Hit-Schwelle [im Fall eines Call 
Optionsscheins folgenden Text einfügen: erreicht 
oder überschreitet [(im Fall eines Call [bzw.] [im 
Fall eines Put Optionsscheins folgenden Text 
einfügen: erreicht oder unterschreitet [(im Fall 
eines Put Optionsscheins)]] (der „Automatische 
Ausübungstag“), ohne weitere Voraussetzungen 
als ausgeübt (die „Automatische Ausübung“).] 

[(3) Option Rights are deemed to be exercised without 
further preconditions (the “Automatic Exercise”) 
on the date within the Term of the Securities, on 
which the Price of [the Underlying] [an 
Underlying(i)] [a Basket Component] [if appropriate, 
insert different point of reference to an Underlying 
comprised in this Base Prospectus: [•]] [in case of a 
Call Warrant insert the following text: reaches or 
exceeds [(in case of a Call Warrant)]] [or, as the case 
may be,] [in case of a Put Warrant insert the 
following text: reaches or falls short of [(in case of a 
Put Warrant)]] the Hit Threshold (the “Automatic 
Exercise Date”).] 

[(4) Sämtliche im Zusammenhang mit dem Options-
recht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 
Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensicht-
lichen Irrtums, abschliessend und für alle 
Beteiligten bindend.]  

[(4) Any determination and calculation in connection 
with the Option Right, in particular the calculation of 
the Settlement Amount, will be made by the 
Calculation Agent (§ 9). Determinations and 
calculations made in this respect by the Calculation 
Agent are final and binding for all participants 
except in the event of manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
§ 2 

 

 
§ 2 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 
§ 3 

 

 
§ 3 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 ] 
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[in case of a structure as UBS [Capital Protected] [Lock Out] [Call] [or, as the case may be,] [Put] [(Capped)] 
Warrants insert, if applicable, the following text:  
 
 

Wertpapierbedingungen Teil 2: Besondere 
Wertpapierbedingungen  

Terms and Conditions of the Securities Part 2: Special 
Conditions of the Securities 
 

 
§ 1 

Optionsrecht 
 

 
§ 1 

Option Right 

[(1) Die Emittentin gewährt hiermit dem Wertpapier-
gläubiger von je einem (1) Optionsschein bezogen 
auf den Kurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] nach Massgabe dieser Bedingungen 
das Recht (das „Optionsrecht“), den [in die Aus-
zahlungswährung umgerechneten und auf zwei 
Dezimalstellen kaufmännisch gerundeten] 
Abrechnungsbetrag (wie einleitend definiert) (der 
„Auszahlungsbetrag“) zu beziehen, sofern [im 
Fall eines einzelnen Werts als Basiswert folgenden 
Text einfügen: der Kurs [des Basiswerts] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten 
Basiswerts einfügen: [•]] zu keinem Zeitpunkt] [im 
Fall eines Korbs als Basiswert bzw. eines 
Portfolios von Basiswerten folgenden Text 
einfügen: der Kurs [keines der Basiswerte] [keines 
der Korbbestandteile] [gegebenenfalls anderen 
Bezugspunkt hinsichtlich des in diesem Basis-
prospekt verwendeten Basiswerts einfügen: [•]] zu 
irgendeinem Zeitpunkt] [im Beobachtungszeit-
raum] innerhalb der Laufzeit der Wertpapiere die 
Lock Out Schwelle [im Fall eines Put 
Optionsscheins folgenden Text einfügen: erreicht 
oder überschreitet [(im Fall eines Put Options-
scheins)]] [bzw.] [im Fall eines Call 
Optionsscheins folgenden Text einfügen: erreicht 
oder unterschreitet [(im Fall eines Call 
Optionsscheins)]].] 

[(1) The Issuer hereby warrants the Securityholder of 
each (1) Warrant relating to the Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] the right (the “Option Right”) to 
receive under these Conditions the Redemption 
Amount (as initiatory defined), [converted into the 
Settlement Currency and afterwards commercially 
rounded to two decimal points] (the “Settlement 
Amount”), provided that [in case of a single asset as 
Underlying insert the following text: the Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] does not at any time] [in case of a 
basket as Underlying or of a portfolio of 
Underlyings, as the case may be, insert the following 
text: the Price [of none of the Underlyings] [of none 
of the Basket Components] [if appropriate, insert 
different point of reference to an Underlying 
comprised in this Base Prospectus: [•]] does at any 
time] [during the Observation Period] within the 
Term of the Securities [in case of a Put Warrant 
insert the following text: reaches or exceeds [(in 
case of a Put Warrant)]] [or, as the case may be,] [in 
case of a Call Warrant insert the following text: 
reaches or falls short [(in case of a Call Warrant)]] 
the Lock Out Threshold.] 

 [Das Optionsrecht des Wertpapiergläubigers auf 
Zahlung des Auszahlungsbetrags besteht demnach 
nicht, wenn der Kurs [des Basiswerts] [eines 
Basiswerts] [eines Korbbestandteils] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten 
Basiswerts einfügen: [•]] [im Beobachtungszeit-
raum] innerhalb der Laufzeit der Wertpapiere die 
Lock Out Schwelle [im Fall eines Put 
Optionsscheins folgenden Text einfügen: erreicht 
oder überschreitet [(im Fall eines Put Options-
scheins)]] [bzw.] [im Fall eines Call 
Optionsscheins folgenden Text einfügen: erreicht 
oder unterschreitet [(im Fall eines Call 
Optionsscheins)]]. In diesem Fall erlischt das 
Optionsrecht und das Wertpapier wird ungültig.] 

[Accordingly, the Option Right of the 
Securityholder to payment of the Settlement 
Amount does not exist, if the Price of [the 
Underlying] [an Underlying] [a Basket Component] 
[if appropriate, insert different point of reference to 
an Underlying comprised in this Base 
Prospectus: [•]] [in case of a Put Warrant insert the 
following text: reaches or exceeds [(in case of a 
Put Warrant)]] [or, as the case may be,] [in case of 
a Call Warrant insert the following text: reaches or 
falls short [(in case of a Call Warrant)]] the Lock 
Out Threshold [during the Observation Period] 
within the Term of the Securities. In this case, the 
Option Right expires and the Security becomes 
invalid.] 

[(2) [im Fall eines Put Optionsscheins folgenden Text 
einfügen: Das Erreichen oder Überschreiten [(im 

[(2) [in case of a Put Warrant insert the following text: 
Reaching or exceeding [(in case of a Put Warrant)]] 
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Fall eines Put Optionsscheins)]] [bzw.] [im Fall 
eines Call Optionsscheins folgenden Text einfügen: 
[Das] [das] Erreichen oder Unterschreiten [(im Fall 
eines Call Optionsscheins)]] der 
Lock Out Schwelle wird von der Berechnungsstelle 
(§ 9) festgestellt und gemäss § 11 bekannt 
gemacht. Die insoweit von der Berechnungsstelle 
getroffenen Feststellungen sind, ausser in Fällen 
offensichtlichen Irrtums, abschliessend und für alle 
Beteiligten bindend.] 

[or, as the case may be,] [in case of a Call Warrant 
insert the following text: [Reaching] [reaching] or 
falling short [(in case of a Call Warrant)]] of the 
Lock Out Schwelle will be determined by the 
Calculation Agent (§ 9) and published pursuant to 
§ 11. Calculations made in this respect by the 
Calculation Agent are final and binding for all 
participants except in the event of manifest error.] 

[(3) Die Optionsrechte gelten als am Verfalltag 
automatisch ausgeübt (der „Automatische 
Ausübungstag“), ohne dass es der Erfüllung 
weiterer Voraussetzungen bedarf (die 
„Automatische Ausübung“).] 

[(3) The Option Rights are deemed to be exercised 
without further preconditions (the “Automatic 
Exercise”) on the Expiration Date (the “Automatic 
Exercise Date”).] 

[(4) Sämtliche im Zusammenhang mit dem Options-
recht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 
Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensicht-
lichen Irrtums, abschliessend und für alle 
Beteiligten bindend.]  

[(4) Any determination and calculation in connection 
with the Option Right, in particular the calculation 
of the Settlement Amount, will be made by the 
Calculation Agent (§ 9). Determinations and 
calculations made in this respect by the Calculation 
Agent are final and binding for all participants 
except in the event of manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
§ 2 

 

 
§ 2 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 
§ 3 

 

 
§ 3 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 ] 
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[in case of a structure as UBS [Capital Protected] [Double Lock Out] [(Capped)] Warrants insert, if applicable, the 
following text:  
 
Wertpapierbedingungen Teil 2: Besondere 
Wertpapierbedingungen  

Terms and Conditions of the Securities Part 2: Special 
Conditions of the Securities 
 

 
§ 1 

Optionsrecht 
 

 
§ 1 

Option Right 

[(1) Die Emittentin gewährt hiermit dem Wertpapier-
gläubiger von je einem (1) Optionsschein bezogen 
auf den Kurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] nach Massgabe dieser Bedingungen 
das Recht (das „Optionsrecht“), den [in die Aus-
zahlungswährung umgerechneten und auf zwei 
Dezimalstellen kaufmännisch gerundeten] 
Abrechnungsbetrag (wie einleitend definiert) (der 
„Auszahlungsbetrag“) zu beziehen, sofern sofern 
[im Fall eines einzelnen Werts als Basiswert 
folgenden Text einfügen: der Kurs [des Basiswerts] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten 
Basiswerts einfügen: [•]] [im Beobachtungs-
zeitraum] innerhalb der Laufzeit der Wertpapiere 
weder die Obere Lock Out Schwelle erreicht 
oder überschreitet noch die Untere Lock Out 
Schwelle erreicht oder unterschreitet] [im Fall 
eines Korbs als Basiswert bzw. eines Portfolios 
von Basiswerten folgenden Text einfügen: der Kurs 
[keines der Basiswerte] [keines der Korbbestand-
teile] [gegebenenfalls anderen Bezugspunkt 
hinsichtlich des in diesem Basisprospekt 
verwendeten Basiswerts einfügen: [•]] zu irgend-
einem Zeitpunkt [im Beobachtungszeitraum] 
innerhalb der Laufzeit der Wertpapiere die Obere 
Lock Out Schwelle erreicht oder überschreitet 
oder die Untere Lock Out Schwelle erreicht 
oder unterschreitet].] 

[(1) The Issuer hereby warrants the Securityholder of each 
(1) Warrant relating to the Price of [the Underlying] 
[if appropriate, insert different point of reference to 
an Underlying comprised in this Base 
Prospectus: [•]] the right (the “Option Right”) to 
receive under these Conditions the Redemption 
Amount (as initiatory defined), [converted into the 
Settlement Currency and afterwards commercially 
rounded to two decimal points] (the “Settlement 
Amount”), provided that [in case of a single asset as 
Underlying insert the following text: the Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] does not reach or exceed the Upper 
Lock Out Threshold or reach or fall short of the 
Lower Lock Out Threshold [during the Observation 
Period] within the Term of the Securities] [in case of 
a basket as Underlying or of a portfolio of 
Underlyings, as the case may be, insert the following 
text: the Price [of none of the Underlyings] [of none 
of the Basket Components] [if appropriate, insert 
different point of reference to an Underlying 
comprised in this Base Prospectus: [•]] does reach or 
exceed the Upper Lock Out Threshold or reach or 
fall short of the Lower Lock Out Threshold [during 
the Observation Period] within the Term of the 
Securities].] 

 [Das Optionsrecht des Wertpapiergläubigers auf 
Zahlung des Auszahlungsbetrags besteht demnach 
nicht, wenn der Kurs [des Basiswerts] [eines der 
Basiswerte] [eines Korbbestandteils] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten 
Basiswerts einfügen: [•]] [im Beobachtungszeit-
raum] innerhalb der Laufzeit der Wertpapiere die 
Obere Lock Out Schwelle erreicht oder 
überschreitet bzw. die Untere Lock Out Schwelle 
erreicht oder unterschreitet. In diesem Fall erlischt 
das Optionsrecht und das Wertpapier wird 
ungültig.] 

[Accordingly, the Option Right of the Securityholder 
to payment of the Settlement Amount does not exist, 
if the Price of [the Underlying] [one of the 
Underlyings] [a Basket Component] [if appropriate, 
insert different point of reference: [•]] reaches or 
exceeds the Upper Lock Out Threshold or reaches or 
falls short of the Lower Lock Out Threshold [during 
the Observation Period] within the Term of the 
Securities. In this case, the Option Right expires and 
the Security becomes invalid.] 

[(2) Das Erreichen oder Überschreiten der Oberen 
Lock Out Schwelle bzw. das Erreichen oder 
Unterschreiten der Unteren Lock Out Schwelle 
wird von der Berechnungsstelle (§ 9) festgestellt 
und gemäss § 11 bekannt gemacht. Die insoweit 

[(2) Reaching or exceeding the Upper Lock Out Threshold 
or reaching or falling short of the Lower Lock Out 
Threshold will be determined by the Calculation 
Agent (§ 9) and published pursuant to § 11. 
Calculations made in this respect by the Calculation 



 

 

 

UBS AG Base Prospectus 

 

112

von der Berechnungsstelle getroffenen Fest-
stellungen sind, ausser in Fällen offensichtlichen 
Irrtums, abschliessend und für alle Beteiligten 
bindend.] 

Agent are final and binding for all participants except 
in the event of manifest error.] 

[(3) Optionsrechte gelten als am Verfalltag automatisch 
ausgeübt (der „Automatische Ausübungstag“), 
ohne dass es der Erfüllung weiterer 
Voraussetzungen bedarf (die „Automatische 
Ausübung“).] 

[(3) Option Rights are deemed to be exercised without 
further preconditions (the “Automatic Exercise”) on 
the Expiration Date (the “Automatic Exercise 
Date”).] 

[(4) Sämtliche im Zusammenhang mit dem Options-
recht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 
Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensicht-
lichen Irrtums, abschliessend und für alle 
Beteiligten bindend.]  

[(4) Any determination and calculation in connection with 
the Option Right, in particular the calculation of the 
Settlement Amount, will be made by the Calculation 
Agent (§ 9). Determinations and calculations made in 
this respect by the Calculation Agent are final and 
binding for all participants except in the event of 
manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
§ 2 

 

 
§ 2 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 
§ 3 

 

 
§ 3 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 ] 
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[in case of a structure as UBS [Capital Protected] [Turbo Long-] [or, as the case may be,] [Turbo Short-] [(Capped)] 
Warrants insert, if applicable, the following text:  

 
 

Wertpapierbedingungen Teil 2: Besondere 
Wertpapierbedingungen  

Terms and Conditions of the Securities Part 2: Special 
Conditions of the Securities 
 

 
§ 1 

Optionsrecht 
 

 
§ 1 

Option Right 

[(1) Die Emittentin gewährt hiermit dem Wertpapier-
gläubiger von je einem (1) Optionsschein bezogen 
auf den Kurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] nach Massgabe dieser Bedingungen 
das Recht (das „Optionsrecht“), den [in die Aus-
zahlungswährung umgerechneten] Abrechnungs-
betrag (§ 1 (2)), [multipliziert mit der 
Partizipationsrate und] [multipliziert mit dem 
Leverage Faktor und] [multipliziert mit dem 
Bezugsverhältnis und] auf zwei Dezimalstellen 
kaufmännisch gerundet, zu beziehen (der 
„Auszahlungsbetrag“), sofern [im Fall eines 
einzelnen Werts als Basiswert folgenden Text 
einfügen: der Kurs [des Basiswerts] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten 
Basiswerts einfügen: [•]] zu keinem Zeitpunkt] 
[im Fall eines Korbs als Basiswert bzw. eines 
Portfolios von Basiswerten folgenden Text 
einfügen: der Kurs [keines der Basiswerte] [keines 
der Korbbestandteile] ] [gegebenenfalls anderen 
Bezugspunkt hinsichtlich des in diesem Basis-
prospekt verwendeten Basiswerts einfügen: [•]] zu 
irgendeinem Zeitpunkt] innerhalb der Laufzeit der 
Wertpapiere die Knock Out Schwelle [im Fall 
eines Turbo Short-Optionsscheins folgenden Text 
einfügen: erreicht oder überschreitet [(im Fall 
eines Turbo Short-Optionsscheins)]] [bzw.] [im 
Fall eines Turbo Long-Optionsscheins folgenden 
Text einfügen: erreicht oder unterschreitet [(im 
Fall eines Turbo Long-Optionsscheins)]].] 

[(1) The Issuer hereby warrants the Securityholder of 
each (1) Warrant relating to the Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] the right (the “Option Right”) to 
receive the Redemption Amount (§ 1 (2)) 
[, converted into the Settlement Currency,] 
[multiplied by the Participation Rate] [multiplied by 
the Leverage Factor] [multiplied by the Conversion 
Ratio] [and] commercially rounded to two decimal 
places (the “Settlement Amount”), provided that [in 
case of a single asset as Underlying insert the 
following text: the Price of [the Underlying] [if 
appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] 
does not at any time] [in case of a basket as 
Underlying or of a portfolio of Underlyings, as the 
case may be, insert the following text: the Price [of 
none of the Underlyings] [of none of the Basket 
Components] [if appropriate, insert different point 
of reference to an Underlying comprised in this Base 
Prospectus: [•]] does at any time] within the Term 
of the Securities [in case of a Turbo Short Warrant 
insert the following text: reach or exceed [(in case 
of a UBS Turbo Short Warrant)]] [or, as the case 
may be,] [in case of a Turbo Long Warrant insert 
the following text: reach or fall short of [(in case of 
a Turbo Long]] the Knock Out Threshold.] 

 [Das Optionsrecht des Wertpapiergläubigers auf 
Zahlung des Auszahlungsbetrags besteht demnach 
nicht, wenn der Kurs [des Basiswerts] [eines 
Basiswerts] [eines Korbbestandteils] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten 
Basiswerts einfügen: [•]] während der Laufzeit der 
Wertpapiere die Knock Out Schwelle [im Fall 
eines Turbo Short Optionsscheins folgenden Text 
einfügen: erreicht oder überschreitet [(im Fall eines 
Turbo Short-Optionsscheins)]] [bzw.] [im Fall 
eines Turbo Long-Optionsscheins folgenden Text 
einfügen: erreicht oder unterschreitet [(im Fall 
eines Turbo Long-Optionsscheins)]]. In diesem 
Fall erlischt das Optionsrecht und das Wertpapier 
wird ungültig.] 

[Accordingly, the Option Right of the 
Securityholder to payment of the Settlement 
Amount does not exist, if the Price of [the 
Underlying] [an Underlying] [a Basket Component] 
[if appropriate, insert different point of reference to 
an Underlying comprised in this Base 
Prospectus: [•]] [in case of a Turbo Short Warrant 
insert the following text: reaches or exceeds [(in 
case of a Turbo Short Warrant)]] [or, as the case 
may be,] [in case of a Turbo Long Warrant insert 
the following text: reaches or falls short of [(in case 
of a Turbo Long Warrant)]] the Knock Out 
Threshold within the Term of the Securities. In this 
case, the Option Right expires and the Security 
becomes invalid.] 
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[(2) Der „Abrechnungsbetrag“ [wird] [entspricht]  [(2) The “Redemption Amount” [is] [equals], 
[im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags folgenden Text 
einfügen: , vorbehaltlich der Zahlung des kapital-
geschützten Mindestrückzahlungsbetrags, ] 

[in case of a capital protected Minimum Repayment 
Amount add the following text: , subject to the 
payment of the capital protected Minimum 
Repayment Amount, ] 

[im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags und eines Maximalbetrags 
folgenden Text einfügen: , vorbehaltlich der 
Zahlung des kapitalgeschützten Mindest-
rückzahlungsbetrags bzw. des Maximalbetrags, ] 

[in case of a capital protected Minimum Repayment 
Amount and of a Cap Amount add the following 
text: , subject to the payment of the capital protected 
Minimum Repayment Amount and to the Cap 
Amount, ] 

[im Fall eines Maximalbetrags folgenden Text 
einfügen: , vorbehaltlich des Maximalbetrags, ] 

[in case of a Cap Amount add the following text: , 
subject to the Cap Amount, ] 

 [der Differenz, um die der Abrechnungskurs [des 
Basiswerts] [gegebenenfalls anderen Bezugspunkt 
hinsichtlich des in diesem Basisprospekt 
verwendeten Basiswerts einfügen: [•]] den 
Basispreis [im Fall eines Turbo Long-
Optionsscheins folgenden Text einfügen: 
überschreitet [(im Fall eines Turbo Long-
Optionsscheins)]] [bzw.] [im Fall eines Turbo 
Short-Optionsscheins folgenden Text einfügen: 
unterschreitet [(im Fall eines Turbo Short-
Optionsscheins)]] [multipliziert mit dem 
Faktor [100] [•]], kaufmännisch auf zwei Dezimal-
stellen gerundet.] 

 [the difference at which the Settlement Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] [in case of a Turbo Long Warrant 
insert the following text: exceeds [(in case of a 
Turbo Long Warrant)]] [or, as the case may be,] [in 
case of a Turbo Short Warrant insert the following 
text: falls short of [(in case of a Turbo Short 
Warrant)]] the Strike Price [multiplied by the 
factor [100] [•].] 

 [wie folgt bestimmt: [gegebenenfalls Formel zur 
Berechnung des Abrechnungsbetrags, 
gegebenenfalls samt dazugehörigen Definitionen, 
einfügen: [•].] 

 [determined as follows: [if appropriate, insert 
formula for the determination of the Redemption 
Amount including, if appropriate, related 
definitions: [•].] 

[gegebenenfalls andere Bestimmung des 
Abrechnungsbetrags einfügen: [•].] 

[if appropriate, insert other determination of the 
Redemption Amount: [•].] 

[im Fall eines kapitalgeschützten Mindestrück-
zahlungsbetrags folgenden Text einfügen: Dabei 
entspricht der Abrechnungsbetrag mindestens dem 
kapitalgeschützten Mindestrückzahlungsbetrag.] 

[in case of a capital protected Minimum Repayment 
Amount add the following text: The Redemption 
Amount is, in any case, equal to the capital protected 
Minimum Repayment Amount.] 

[im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags und eines Maximalbetrags 
folgenden Text einfügen: Dabei entspricht der 
Abrechnungsbetrag mindestens dem kapital-
geschützten Mindestrückzahlungsbetrag, höchstens 
jedoch dem Maximalbetrag]. 

[in case of a capital protected Minimum Repayment 
Amount and of a Cap Amount add the following 
text: The Redemption Amount is, in any case, equal 
to the capital protected Minimum Repayment 
Amount, however, capped, to the Cap Amount.] 

[im Fall eines Maximalbetrags folgenden Text 
einfügen: Dabei entspricht der Abrechnungsbetrag 
höchstens jedoch dem Maximalbetrag.]] 

[in case of a Cap Amount add the following text: The 
Redemption Amount is, however, capped, to the Cap 
Amount.]] 

[(3) [im Fall eines Turbo Short-Optionsscheins 
folgenden Text einfügen: Das Erreichen oder 
Überschreiten [(im Fall eines Turbo Short-
Optionsscheins)]] [bzw.] [im Fall eines Turbo 
Long-Optionsscheins folgenden Text einfügen: 
[Das] [das] Erreichen oder Unterschreiten [(im Fall 
eines Turbo Long-Optionsscheins)]] der Knock 
Out Schwelle wird von der Berechnungsstelle (§ 9) 
festgestellt und gemäss § 11 bekannt gemacht. Die 
insoweit von der Berechnungsstelle getroffenen 
Feststellungen sind, ausser in Fällen 
offensichtlichen Irrtums, abschliessend und für alle 
Beteiligten bindend.] 

[(3) [in case of a Turbo Short Warrant insert the 
following text: Reaching or exceeding [(in case of a 
Turbo Short Warrant)]] [or, as the case may be,] [in 
case of a Turbo Long Warrant insert the following 
text: [Reaching] [reaching] or falling short of [(in 
case of a Turbo Long Warrant)]] the Knock Out 
Threshold will be determined by the Calculation 
Agent (§ 9) and published pursuant to § 11. 
Calculations made in this respect by the Calculation 
Agent are final and binding for all participants 
except in the event of manifest error.] 

[(4) Optionsrechte gelten als am Verfalltag automatisch 
ausgeübt (der „Automatische Ausübungstag“), 

[(4) Option Rights are deemed to be exercised without 
further preconditions (the “Automatic Exercise”) 
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ohne dass es der Erfüllung weiterer 
Voraussetzungen bedarf (die „Automatische 
Ausübung“).] 

on the Expiration Date (the “Automatic Exercise 
Date”).] 

[(5) Sämtliche im Zusammenhang mit dem Options-
recht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 
Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensicht-
lichen Irrtums, abschliessend und für alle 
Beteiligten bindend.]  

[(5) Any determination and calculation in connection 
with the Option Right, in particular the calculation 
of the Settlement Amount, will be made by the 
Calculation Agent (§ 9). Determinations and 
calculations made in this respect by the Calculation 
Agent are final and binding for all participants 
except in the event of manifest error.] 

 
§ 2 

 

 
§ 2 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 
§ 3 

 

 
§ 3 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 ] 
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[in case of a structure as UBS [Capital Protected] [Digital] [Call] [or, as the case may be,] [Put] [(Capped)] 
Warrants insert, if applicable, the following text:  

 
 

Wertpapierbedingungen Teil 2: Besondere 
Wertpapierbedingungen  

Terms and Conditions of the Securities Part 2: Special 
Conditions of the Securities 
 

 
§ 1 

Optionsrecht 
 

 
§ 1 

Option Right 

[(1) Die Emittentin gewährt hiermit dem Wertpapier-
gläubiger von je einem (1) Optionsschein bezogen 
auf den Kurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] nach Massgabe dieser Bedingungen 
das Recht (das „Optionsrecht“), den [in die Aus-
zahlungswährung umgerechneten und auf zwei 
Dezimalstellen kaufmännisch gerundeten] 
Abrechnungsbetrag (wie einleitend definiert) (der 
„Auszahlungsbetrag“) zu beziehen, sofern der 
Abrechnungskurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts einfügen: 
[•]] den Basispreis [im Fall eines Call 
Optionsscheins folgenden Text einfügen: über-
schreitet [(im Fall eines Call Optionsscheins)]] 
[bzw.] [im Fall eines Put Optionsscheins folgenden 
Text einfügen: unterschreitet [(im Fall eines Put 
Optionsscheins)]].] 

[(1) The Issuer hereby warrants the Securityholder of each 
(1) Warrant relating to the Price of [the Underlying] 
[if appropriate, insert different point of reference to 
an Underlying comprised in this Base 
Prospectus: [•]] the right (the “Option Right”) to 
receive under these Conditions the Redemption 
Amount (as initiatory defined), [converted into the 
Settlement Currency and afterwards commercially 
rounded to two decimal points] (the “Settlement 
Amount”), provided that the Settlement Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] [in case of a Call Warrant insert the 
following text: exceeds [(in case of a Call Warrant)]] 
[or, as the case may be,] [in case of a Put Warrant 
insert the following text: falls short of [(in case of a 
Put Warrant)]] the Strike Price.] 

 [Das Optionsrecht des Wertpapiergläubigers auf 
Zahlung des Auszahlungsbetrag besteht demnach 
nicht, wenn der Abrechnungskurs [des Basiswerts] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten 
Basiswerts einfügen: [•]] den Basispreis [im Fall 
eines Call Optionsscheins folgenden Text einfügen: 
erreicht oder unterschreitet [(im Fall eines Call 
Optionsscheins)]] [bzw.] [im Fall eines Put 
Optionsscheins folgenden Text einfügen: erreicht 
oder überschreitet [(im Fall eines Put 
Optionsscheins)]]. In diesem Fall erlischt das 
Optionsrecht und das Wertpapier wird ungültig.] 

 [Accordingly, the Option Right of the Securityholder 
to payment of the Settlement Amount does not exist, 
if the Settlement Price of [the Underlying] [if 
appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] 
[in case of a Call Warrant insert the following text: 
reaches or falls short of [(in case of a Call Warrant)]] 
[or, as the case may be,] [in case of a Put Warrant 
insert the following text reaches or exceeds [(in case 
of a Put Warrant)]] the Strike Price. In this case, the 
Option Right expires and the Security becomes 
invalid.] 

[(2) Die Optionsrechte gelten als am Verfalltag 
automatisch ausgeübt (der „Automatische 
Ausübungstag“), ohne dass es der Erfüllung 
weiterer Voraussetzungen bedarf (die 
„Automatische Ausübung“).] 

[(2) The Option Rights are deemed to be exercised 
without further preconditions (the “Automatic 
Exercise”) on the Expiration Date (the “Automatic 
Exercise Date”).] 

[(3) Sämtliche im Zusammenhang mit dem Options-
recht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 
Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensicht-
lichen Irrtums, abschliessend und für alle 
Beteiligten bindend.]  

[(3) Any determination and calculation in connection with 
the Option Right, in particular the calculation of the 
Settlement Amount, will be made by the Calculation 
Agent (§ 9). Determinations and calculations made in 
this respect by the Calculation Agent are final and 
binding for all participants except in the event of 
manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 



 

 

 

UBS AG Base Prospectus 

 

117

 
§ 2 

 

 
§ 2 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 
§ 3 

 

 
§ 3 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 ] 
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[in case of a structure as UBS [Capital Protected] [Hamster] [Range Accrual] [(Capped)] Warrants insert, if 
applicable, the following text:  

 
 

Wertpapierbedingungen Teil 2: Besondere 
Wertpapierbedingungen  

Terms and Conditions of the Securities Part 2: Special 
Conditions of the Securities 
 

 
§ 1 

Optionsrecht 
 

 
§ 1 

Option Right 

[(1) Die Emittentin gewährt hiermit dem Wertpapier-
gläubiger von je einem (1) Optionsschein bezogen 
auf den Kurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] nach Massgabe dieser Bedingungen 
das Recht (das „Optionsrecht“), den [in die Aus-
zahlungswährung umgerechneten] Abrechnungs-
betrag (§ 1 (2)), [multipliziert mit der 
Partizipationsrate und] [multipliziert mit dem 
Leverage Faktor und] [multipliziert mit dem 
Bezugsverhältnis und] auf zwei Dezimalstellen 
kaufmännisch gerundet, zu beziehen (der 
„Auszahlungsbetrag“).] 

[(1) The Issuer hereby warrants the Securityholder of 
each (1) Warrant relating to the Price of [the 
Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: •]] the right (the “Option Right”) to 
receive the Redemption Amount (§ 1 (2)) 
[, converted into the Settlement Currency,] 
[multiplied by the Participation Rate] [multiplied by 
the Leverage Factor] [multiplied by the Conversion 
Ratio] [and] commercially rounded to two decimal 
places (the “Settlement Amount”).] 

[(2) Der „Abrechnungsbetrag“ [wird] [entspricht]  [(2) The “Redemption Amount” [is] [equals] 
[im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags folgenden Text 
einfügen: , vorbehaltlich der Zahlung des kapital-
geschützten Mindestrückzahlungsbetrags, ] 

[in case of a capital protected Minimum Repayment 
Amount add the following text: , subject to the 
payment of the capital protected Minimum 
Repayment Amount, ] 

[im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags und eines Maximalbetrags 
folgenden Text einfügen: , vorbehaltlich der 
Zahlung des kapitalgeschützten Mindest-
rückzahlungsbetrags bzw. des Maximalbetrags, ] 

[in case of a capital protected Minimum Repayment 
Amount and of a Cap Amount add the following 
text: , subject to the payment of the capital protected 
Minimum Repayment Amount and to the Cap 
Amount, ] 

[im Fall eines Maximalbetrags folgenden Text 
einfügen: , vorbehaltlich des Maximalbetrags, ] 

[in case of a Cap Amount add the following text: , 
subject to the Cap Amount, ] 

 [dem Produkt aus (i) dem Täglichen Gutschrifts-
betrag und (ii) der Anzahl der Festlegungstermine 
(§ 1 (3)), an denen der Kurs [des Basiswerts] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten 
Basiswerts einfügen: [•]] [im Beobachtungs-
zeitraum] während der Laufzeit der Wertpapiere 
innerhalb einer Bandbreite zwischen der Unteren 
Schwelle (einschliesslich) und der Oberen Schwelle 
(einschliesslich) liegt, kaufmännisch auf zwei 
Dezimalstellen gerundet.] 

 [the product of (i) the Daily Credit Total and (ii) the 
number of Determination Dates (§ 1 (3)), on which 
the Price of [the Underlying] [one of the 
Underlyings] [one of the Basket Components] [if 
appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] 
is, at any time [during the Observation Period] 
within the Term of the Securities within the range 
between the Lower Threshold (including) and the 
Upper Threshold (including), commercially rounded 
to two decimal points.]  

 [in Übereinstimmung mit folgender Formel 
berechnet: 

 [calculated in accordance with the following 
formula: 

 
( ) Nennbetrag x DCF x ssatzRenditezin x Tage heMassgeblic  

 

 
( ) Amount Nominal x DCF x Rate Accrual x DaysRelevant  

 
 dabei gilt:  Where 
 „Massgebliche Tage“ bezeichnet [die Anzahl von 

Kalendertagen, an denen der Kurs [des Basiswerts] 
[gegebenenfalls anderen Bezugspunkt hinsichtlich 
des in diesem Basisprospekt verwendeten 
Basiswerts einfügen: [•]] [im Beobachtungszeit-
raum] während der Laufzeit der Wertpapiere inner-

 “Relevant Days” means [the number of calendar 
days, on which the Price of [the Underlying] [one of 
the Underlyings] [one of the Basket Components] [if 
appropriate, insert different point of reference: [•]] 
is, at any time [during the Observation Period] 
within the Term of the Securities within the range 
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halb einer Bandbreite zwischen der Unteren 
Schwelle (einschliesslich) und der Oberen 
Schwelle (einschliesslich) liegt, geteilt durch die 
Anzahl von Kalendertagen innerhalb der Laufzeit 
der Wertpapiere [gegebenenfalls andere 
Bestimmung der Massgeblichen Tage 
einfügen: [•]]. 

between the Lower Threshold (including) and the 
Upper Threshold (including), divided by the number 
of calendar days within the Term of the Securities] 
[if appropriate, insert different determination of 
Relevant Days: [•]]. 

 „DCF“ bezeichnet den Zinstagequotient.]  “DCF” means the Day Count Fraction.] 
 [wie folgt bestimmt: [gegebenenfalls Formel zur 

Berechnung des Abrechnungsbetrags, 
gegebenenfalls samt dazugehörigen Definitionen, 
einfügen: [•].] 

 [determined as follows: [if appropriate, insert 
formula for the determination of the Redemption 
Amount including, if appropriate, related 
definitions: [•].] 

[gegebenenfalls andere Bestimmung des 
Abrechnungsbetrags einfügen: [•].] 

[if appropriate, insert other determination of the 
Redemption Amount: [•].] 

[im Fall eines kapitalgeschützten Mindestrück-
zahlungsbetrags folgenden Text einfügen: Dabei 
entspricht der Abrechnungsbetrag mindestens dem 
kapitalgeschützten Mindestrückzahlungsbetrag.] 

[in case of a capital protected Minimum Repayment 
Amount add the following text: The Redemption 
Amount is, in any case, equal to the capital protected 
Minimum Repayment Amount.] 

[im Fall eines kapitalgeschützten Mindest-
rückzahlungsbetrags und eines Maximalbetrags 
folgenden Text einfügen: Dabei entspricht der 
Abrechnungsbetrag mindestens dem kapital-
geschützten Mindestrückzahlungsbetrag, höchstens 
jedoch dem Maximalbetrag]. 

[in case of a capital protected Minimum Repayment 
Amount and of a Cap Amount add the following 
text: The Redemption Amount is, in any case, equal 
to the capital protected Minimum Repayment 
Amount, however, capped, to the Cap Amount.] 

[im Fall eines Maximalbetrags folgenden Text 
einfügen: Dabei entspricht der Abrechnungsbetrag 
höchstens jedoch dem Maximalbetrag.]] 

[in case of a Cap Amount add the following text: The 
Redemption Amount is, however, capped, to the Cap 
Amount.]] 

 [Das Optionsrecht des Wertpapiergläubigers auf 
Zahlung des Auszahlungsbetrags besteht 
demnach nicht, wenn [im Fall eines einzelnen 
Werts als Basiswert folgenden Text einfügen: der 
Kurs [des Basiswerts] [gegebenenfalls anderen 
Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts 
einfügen: [•]] zu keinem Zeitpunkt] [im Fall eines 
Korbs als Basiswert bzw. eines Portfolios von 
Basiswerten folgenden Text einfügen: der Kurs 
[keines der Basiswerte] [keines der Korbbestand-
teile] [gegebenenfalls anderen Bezugspunkt 
hinsichtlich des in diesem Basisprospekt 
verwendeten Basiswerts einfügen: [•]] zu 
irgendeinem Zeitpunkt] [im Beobachtungszeit-
raum] innerhalb der Laufzeit der Wertpapiere 
innerhalb der Bandbreite zwischen der Unteren 
Schwelle (einschliesslich) und der Oberen 
Schwelle (einschliesslich) liegt.] 

 [Accordingly, the Option Right of the Securityholder 
to payment of the Settlement Amount does not exist, 
if [in case of a single asset as Underlying insert the 
following text: the Price [the Underlying] [if 
appropriate, insert different point of reference to an 
Underlying comprised in this Base Prospectus: [•]] 
does not at any time] [in case of a basket as 
Underlying or of a portfolio of Underlyings, as the 
case may be, insert the following text: the Price [of 
none of the Underlyings] [of none of the Basket 
Components] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base 
Prospectus: [•]] does at any time] [during the 
Observation Period] remains within the Term of the 
Securities within the range between the Lower 
Threshold (including) and the Upper Threshold 
(including).] 

[(3) Der „Festlegungstermin“ ist jeder [Basiswert] 
[Korbbestandteil]-Berechnungstag [im 
Beobachtungszeitraum] innerhalb der Laufzeit der 
Wertpapiere.] 

[(3) The “Determination Date” means any [Underlying] 
[Basket Component] Calculation Date [during the 
Observation Period] within the Term of the 
Securities.] 

[([3] [4]) Die Optionsrechte gelten als am Verfalltag 
automatisch ausgeübt (der „Automatische 
Ausübungstag“), ohne dass es der Erfüllung 
weiterer Voraussetzungen bedarf (die 
„Automatische Ausübung“).] 

[([3] [4]) The Option Rights are deemed to be exercised 
without further preconditions (the “Automatic 
Exercise”) on the Expiration Date (the “Automatic 
Exercise Date”).] 

[([4] [5]) Sämtliche im Zusammenhang mit dem 
Optionsrecht vorzunehmenden Festlegungen und 
Berechnungen, insbesondere die Berechnung des 
Auszahlungsbetrags, erfolgen durch die 

[([4] [5]) Any determination and calculation in 
connection with the Option Right, in particular the 
calculation of the Settlement Amount, will be made 
by the Calculation Agent (§ 9). Determinations and 
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Berechnungsstelle (§ 9). Die insoweit von der 
Berechnungsstelle getroffenen Festlegungen und 
Berechnungen sind, ausser in Fällen offensicht-
lichen Irrtums, abschliessend und für alle 
Beteiligten bindend.]  

calculations made in this respect by the Calculation 
Agent are final and binding for all participants 
except in the event of manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
§ 2 

 

 
§ 2 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 
§ 3 

 

 
§ 3 

[Absichtlich freigelassen] [gegebenenfalls weitere 
Bestimmungen zum Optionsrecht einfügen: [•]] 

[Intentionally left blank] [if applicable, insert further 
determinations of the Option Right: [•]] 

 ] 
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Wertpapierbedingungen Teil 3: Allgemeine 
Wertpapierbedingungen  

Terms and Conditions of the Securities Part 3: 
General Conditions of the Securities 
 

 
§ 4 

Form der Wertpapiere; Verzinsung und Dividenden; 
Übertragbarkeit; Status 

 

 
§ 4 

Form of Securities; Interest and Dividends; 
Transfer; Status  

[Werden die Wertpapiere in einer Dauerglobalurkunde 
verbrieft, folgende Absätze (1) - (3) einfügen:  

[in case of Securities represented in a permanent global 
note, insert the following paras. (1) – (3): 

[(1) Die von der Emittentin begebenen, auf den Inhaber 
lautenden Wertpapiere sind durch eine oder 
mehrere Dauer-Inhaber-Sammelurkunde(n) (die 
„Dauerglobalurkunde“) ohne Zinsscheine 
verbrieft, welche die eigenhändigen Unterschriften 
von zwei ordnungsgemäss bevollmächtigten 
Vertretern der Emittentin trägt [und von der 
Hauptzahlstelle mit einer Kontrollunterschrift 
versehen ist]. Effektive Wertpapiere werden nicht 
ausgegeben. Der Anspruch auf Lieferung 
effektiver Wertpapiere ist ausgeschlossen.] 

[(1) The bearer Securities issued by the Issuer are 
represented in one or more permanent global bearer 
note(s) (the “Permanent Global Note”) without 
coupons which shall be signed manually by two 
authorised signatories of the Issuer [and shall be 
authenticated by or on behalf of the Fiscal Agent]. 
No definitive securities will be issued. The right to 
request the delivery of definitive securities is 
excluded.] 

 [Auf die Wertpapiere werden weder Zinsen noch 
Dividenden gezahlt.] [gegebenenfalls alternative 
Bestimmung einfügen: [•].] 

 [No interest and no dividends are payable on the 
Securities.] [if appropriate, insert alternative 
provision: [•].] 

[(2) Die Dauerglobalurkunde wird [bei der Verwahr-
stelle im Auftrag der Clearingstelle] [von der 
Clearingstelle] entsprechend der anwendbaren 
Vorschriften der [Verwahr- und der Clearingstelle] 
[der Clearingstelle] verwahrt. Die Wertpapiere 
sind als Miteigentumsanteile an der Dauer-
globalurkunde in Übereinstimmung mit den 
massgeblichen CS-Regeln übertragbar und sind im 
Effektengiroverkehr ausschliesslich in der 
Kleinsten handelbaren Einheit übertragbar. Die 
Übertragung wird mit Eintragung der Übertragung 
in den Büchern der Clearingstelle wirksam.] 

[(2) The Permanent Global Note is kept in custody [by 
the Depositary Agent on behalf of the Clearing 
Agent] [by the Clearing Agent] in accordance with 
the applicable rules and regulations of the 
[Depository Agent and the Clearing Agent] 
[Clearing Agent]. The Securities are transferable as 
co-ownership interests in the Permanent Global Note 
in accordance with the relevant CA Rules and may 
be transferred within the collective securities 
settlement procedure in the Minimum Trading Size 
only. Such transfer becomes effective upon 
registration of the transfer in the records of the 
Clearing Agent.] 

[(3) Die Wertpapiere begründen unmittelbare, 
unbesicherte und nicht nachrangige Verbindlich-
keiten der Emittentin, die untereinander und mit 
allen sonstigen gegenwärtigen und künftigen 
unbesicherten und nicht nachrangigen 
Verbindlichkeiten der Emittentin gleichrangig 
sind, ausgenommen solche Verbindlichkeiten, 
denen aufgrund zwingender gesetzlicher 
Vorschriften Vorrang zukommt.] 

[(3) The Securities constitute direct, unsecured and 
unsubordinated obligations of the Issuer, ranking 
pari passu among themselves and with all other 
present and future unsecured and unsubordinated 
obligations of the Issuer, other than obligations 
preferred by mandatory provisions of law.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[Werden die Wertpapiere unverbrieft und demateria-
lisiert begeben und in Form von Bucheinträgen bei der 
Clearingstelle registriert, folgende Absätze (1) - (3) 
einfügen: 

 
[in case of Securities issued in uncertificated and 
dematerialised form to be registered in book-entry form at 
the Clearing Agent, insert the following paras. (1) – (3): 

[(1) Die Wertpapiere werden unverbrieft und 
dematerialisiert in Form von Bucheinträgen und 
registriert bei der Clearingstelle gemäss den 
massgeblichen CS-Regeln begeben. In Bezug auf 
die Wertpapiere werden keine effektiven Stücke 
wie vorläufige Globalurkunden, Dauerglobal-

[(1) The Securities are issued in uncertificated and 
dematerialised book-entry form, and registered at the 
Clearing Agent in accordance with the relevant 
CA Rules. No physical notes, such as global 
temporary or permanent notes or definitive notes 
will be issued in respect of the Securities. The Issuer 



 

 

 

UBS AG Base Prospectus 

 

122

urkunden oder Einzelurkunden ausgegeben. Die 
Emittentin ist berechtigt, von der Clearingstelle 
auf Basis des Registers der Clearingstelle 
Informationen in Bezug auf die Wertpapiere zu 
erhalten, um ihren Verpflichtungen gemäss den 
Bedingungen nachzukommen.] 

shall be entitled to obtain from the Clearing Agent 
information based on the Clearing Agent’s register 
regarding the Securities for the purpose of 
performing its obligations pursuant to the 
Conditions.] 

 [Auf die Wertpapiere werden weder Zinsen noch 
Dividenden gezahlt.] [gegebenenfalls alternative 
Bestimmung einfügen: [•].] 

 [No interest and no dividends are payable on the 
Securities.] [if appropriate, insert alternative 
provision: [•].] 

[(2) Das Recht an den Wertpapieren wird durch eine 
gemäss den massgeblichen CS-Regeln ausgeführte 
Übertragung zwischen den Kontoinhabern bei der 
Clearingstelle übertragen.] 

[(2) Title to the Securities will pass by transfer between 
accountholders at the Clearing Agent perfected in 
accordance with the relevant CA Rules.] 

[(3) Die Wertpapiere begründen unmittelbare, 
unbesicherte und nicht nachrangige Verbind-
lichkeiten der Emittentin, die untereinander und 
mit allen sonstigen gegenwärtigen und künftigen 
unbesicherten und nicht nachrangigen 
Verbindlichkeiten der Emittentin gleichrangig 
sind, ausgenommen solche Verbindlichkeiten, 
denen aufgrund zwingender gesetzlicher 
Vorschriften Vorrang zukommt.] 

[(3) The Securities constitute direct, unsecured and 
unsubordinated obligations of the Issuer, ranking 
pari passu among themselves and with all other 
present and future unsecured and unsubordinated 
obligations of the Issuer, other than obligations 
preferred by mandatory provisions of law.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[Werden die Wertpapiere unter Schweizer Recht 
emittiert und als nicht-verurkundete Wertrechte 
begeben, folgende Absätze (1) – (2) einfügen: 

 
[in case of Securities governed by Swiss Law and issued 
as Book-entry Securities (nicht-verurkundete Wertrechte), 
insert the following paras. (1) – (2): 

[(1) Die Wertpapiere werden als nicht-verurkundete 
Wertrechte ausgestaltet. Wertrechte sind nicht wie 
Wertpapiere verbrieft, gelten jedoch ebenso als 
Effekten, wobei Effekten als vereinheitlichte und 
zum massenweisen Handel geeignete Wertpapiere 
definiert sind (Art. 2 lit. a. BEHG). Die Schaffung 
von Wertrechten setzt den Abschluss eines 
Standard-Rahmenvertrages durch die Emittentin 
mit der SIX SIS AG („SIS“) voraus. Die 
Wertrechte bleiben über ihre gesamte Lebensdauer 
im Clearing System von SIS eingebucht. SIS führt 
ein öffentlich zugängliches Hauptregister, welches 
das Gesamtvolumen der für eine bestimmte Serie 
von Optionsscheinen ausgegebenen Wertrechte 
aufführt. Die Berechtigung des Wertpapier-
gläubigers an solchen ergibt sich aus dem 
Depotauszug des jeweiligen Verwahrers. Der 
erwähnte Standard-Rahmenvertrag regelt auch die 
Aufnahme, die Bestandesführung, die Übertragung 
und die Löschung von Wertrechten durch SIS. In 
diesem Standard-Rahmenvertrag beauftragt und 
bevollmächtigt die Emittentin SIS insbesonders, 
die für die Übertragung von Wertrechten 
notwendigen Handlungen im Namen der 
Emittentin vorzunehmen. Wertpapiergläubiger 
haben kein Recht, die Auslieferung von effektiven 
Optionsscheinen zu verlangen. Einzelurkunden 
werden nicht erstellt. Wertrechte dürfen nur 
innerhalb des SIS-Girosystems nach den Regeln 
und Prozessen von SIS übertragen werden.] 

[(1) The Securities are issued as Book-entry Securities 
(nicht-verurkundete Wertrechte). Book-entry 
Securities do not take the form of actual securities 
but have the same function as actual securities, i.e. 
standardised certificates which are suitable for mass 
trading (article 2 paragraph a. SESTA). Book-entry 
Securities are created in accordance with a standard 
framework agreement which has been concluded 
between the Issuer and SIX SIS AG („SIS”). They 
will be booked in the clearing system of SIS during 
their entire life. SIS lists the total volume of Book-
entry Securities of a certain series of Warrants in a 
master register which is available to the public. The 
Securityholder’s entitlement to specific Book-entry 
Securities is based on his/her relevant custody 
account statement. The named standard framework 
agreement also regulates recording, file 
maintenance, transfer and extinction of Book-entry 
Securities by SIS. In this standard framework 
agreement, the Issuer particularly instructs and 
authorises SIS to take any necessary action on behalf 
of the Issuer which is required for the transfer of 
Book-entry Securities. Securityholders will not be 
entitled to request to receive definitive Warrants. 
Definitive Warrants will not be printed. Book-entry 
Securities may not be assigned or transferred except 
through transactions settled through SIS in 
accordance with its relevant rules and procedures.] 

 [Auf die Wertpapiere werden weder Zinsen noch  [No interest and no dividends are payable on the 
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Dividenden gezahlt.] [gegebenenfalls alternative 
Bestimmung einfügen: [•].] 

Securities.] [if appropriate, insert alternative 
provision: [•].] 

[(2) Die Wertpapiere begründen unmittelbare, 
unbesicherte und nicht nachrangige Verbind-
lichkeiten der Emittentin, die untereinander und 
mit allen sonstigen gegenwärtigen und künftigen 
unbesicherten und nicht nachrangigen 
Verbindlichkeiten der Emittentin gleichrangig 
sind, ausgenommen solche Verbindlichkeiten, 
denen aufgrund zwingender gesetzlicher 
Vorschriften Vorrang zukommt.] 

[(2) The Securities constitute direct, unsecured and 
unsubordinated obligations of the Issuer, ranking 
pari passu among themselves and with all other 
present and future unsecured and unsubordinated 
obligations of the Issuer, other than obligations 
preferred by mandatory provisions of law.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[Werden die Wertpapiere unter Schweizer Recht 
emittiert und als Bucheffekten begeben, folgende 
Absätze (1) – (2) einfügen: 

 
[in case of Securities governed by Swiss Law and issued 
as Intermediated Securities (Bucheffekten), insert the 
following paras. (1) – (2): 

[(1) Die Wertpapiere werden als Bucheffekten 
ausgegeben. Bucheffekten sind vertretbare 
Forderungs- oder Mitgliedschaftsrechte gegenüber 
einer Emittentin, die einem Effektenkonto bei 
einer Verwahrungsstelle i.S.v. Art. 4 BEG 
(„Verwahrungsstelle“; wie z.B. Banken oder 
Effektenhändler) gutgeschrieben sind und über 
welche die Kontoinhaberin oder der Kontoinhaber 
nach den Vorschriften des Bucheffektengesetzes 
verfügen können (Art. 3 Abs. 1 BEG). 

[(2) The Securities are formed as Intermediated 
Securities. Intermediated Securities are fungible 
monetary or membership rights of an investor 
against an issuer which are credited to an investor’s 
securities account with an intermediary pursuant to 
article 4 Intermediated Securities Act (such as banks 
and securities dealers; Verwahrungsstelle; 
„Intermediary”) and which are at the investor’s 
disposal pursuant to the Intermediated Securities Act 
(article 3 paragraph 1 Intermediated Securities Act). 

 Bucheffekten werden durch Immobilisierung von 
Wertpapieren oder Wertrechten i.S.v. Art. 973c 
OR; („Neu-Wertrechte“) (d.h. der Hinterlegung 
von Wertpapieren oder der Registrierung von Neu-
Wertrechten bei einer Verwahrungsstelle) und 
einer entsprechenden Gutschrift auf einem 
Effektenkonto eines Wertpapiergläubigers bei 
einer Verwahrungsstelle geschaffen (Art. 4 und 6 
BEG). Für jede einzelne Serie von Wertpapieres 
führt eine einzige Verwahrungsstelle das 
Hauptregister, das öffentlich zugänglich ist. 
Wertpapiergläubiger können Informationen über 
ihre Berechtigung an Bucheffekten einer 
bestimmten Serie von Wertpapieren bei ihrer 
Verwahrungsstelle beziehen. 

 Intermediated Securities are created upon 
immobilization of actual securities or book-entry 
securities pursuant to article 973c SCO (Wertrechte; 
„New Book-entry Securities”) (i.e. deposit of 
securities issued in bearer form at, or registration of 
New Book-entry Securities with, an Intermediary) 
and a respective credit to a Securityholder’s 
securities account with an Intermediary (article 4 
and 6 Intermediated Securities Act). For each series 
of Securities one single Intermediary keeps the 
master register which is available to the public. 
Securityholders may obtain information about their 
entitlement to Intermediated Securities of a certain 
series of Securities from their Intermediary. 

 Bucheffekten werden gemäss Art. 24 ff. BEG 
sowie dem Vertrag zwischen dem 
Wertpapiergläubiger und seiner Verwahrungsstelle 
durch Verfügung des Wertpapiergläubigers an die 
Verwahrungsstelle, die Bucheffekten zu 
übertragen, und der Gutschrift der entsprechenden 
Bucheffekten im Effektenkonto der Erwerberin 
oder des Erwerbers übertragen. 
Wertpapiergläubiger können ihre Rechte an den 
Bucheffekten nur über ihre Verwahrungsstelle 
geltend machen. 

 Intermediated Securities are transferred upon a 
Securityholder’s instruction of his/her Intermediary 
and are then credited to the purchaser’s securities 
account in accordance with articles 24 et seq. 
Intermediated Securities Act and the terms and 
conditions of the agreements between a 
Securityholder and his/her Intermediary. 
Securityholders may assert their rights linked to 
Intermediated Securities (Rechte an Bucheffekten) 
only through their Intermediaries. 

 Die Wertpapiergläubiger haben kein Recht, die 
Auslieferung von Wertpapieren (einschließlich 
Schweizer Globalurkunden) oder Neu-Wertrechten 
zu verlangen. Einzelurkunden werden nicht 
erstellt. Für die Schaffung von Bucheffekten 
können sowohl Schweizer Globalurkunden als 

 Securityholders will not entitled to request to receive 
New Book-entry Securities or actual securities 
(including Swiss Global Notes). Definitive Warrants 
will not be printed. For the creation of Intermediated 
Securities, the Issuer may use Swiss Global Notes as 
well as New Book-entry Securities.] 
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auch Neu-Wertrechte benützt werden.] 
 [Auf die Wertpapiere werden weder Zinsen noch 

Dividenden gezahlt.] [gegebenenfalls alternative 
Bestimmung einfügen: [•].] 

 [No interest and no dividends are payable on the 
Securities.] [if appropriate, insert alternative 
provision: [•].] 

[(2) Die Wertpapiere begründen unmittelbare, 
unbesicherte und nicht nachrangige Verbind-
lichkeiten der Emittentin, die untereinander und 
mit allen sonstigen gegenwärtigen und künftigen 
unbesicherten und nicht nachrangigen 
Verbindlichkeiten der Emittentin gleichrangig 
sind, ausgenommen solche Verbindlichkeiten, 
denen aufgrund zwingender gesetzlicher 
Vorschriften Vorrang zukommt.] 

[(2) The Securities constitute direct, unsecured and 
unsubordinated obligations of the Issuer, ranking 
pari passu among themselves and with all other 
present and future unsecured and unsubordinated 
obligations of the Issuer, other than obligations 
preferred by mandatory provisions of law.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
§ 5 

Tilgung; [Umrechnungskurs;] [Unmöglichkeit der 
physischen Lieferung;] [Vorlegungsfrist] 

[; Verjährung] 
 

 
§ 5 

Settlement; [Conversion Rate;] [Impracticability of 
physical settlement;] [Period of Presentation] 

[; Prescription] 

[Werden die Wertpapiere in einer Dauerglobalurkunde 
verbrieft, folgenden Absatz (1) einfügen:  

[in case of Securities represented in a permanent global 
note, insert the following para. (1): 

[(1) Die Emittentin wird, vorbehaltlich einer Markt-
störung (§ 8 (3)), bis zum Rückzahlungstag die 
Überweisung des Auszahlungsbetrags bzw. des 
Kündigungsbetrags [oder des Steuer-
Kündigungsbetrags] (§ 7 [•]) [gegebenenfalls 
zusätzliche Bestimmungen hinsichtlich weiterer 
Beträge einfügen: [•]] in der Auszahlungswährung 
[im Fall der Tilgung durch physische Lieferung 
folgenden Text einfügen: bzw. die Lieferung des 
Physischen Basiswerts in entsprechender Anzahl] 
über die Zahlstelle zur Gutschrift auf das Konto 
des jeweils massgeblichen Wertpapiergläubigers 
über die massgebliche Clearingstelle gemäss den 
anwendbaren Vorschriften in deren Regelwerken 
veranlassen.] 

[(1) The Issuer will, subject to a Market Disruption 
(§ 8 (3)), procure until the Settlement Date the 
payment of the Settlement Amount or of the 
Termination Amount [or of the Tax Termination 
Amount] (§ 7 [•]), as the case may be, [if 
appropriate, insert additional provisions in relation 
to further payments: [•]] in the Settlement Currency 
[in case of physical settlement insert the following 
text: or the Physical Underlying in the relevant 
number] to be credited via the Paying Agent to the 
account of the relevant Securityholder via the 
relevant Clearing Agent pursuant to its applicable 
rules and regulations.] 

 
[Werden die Wertpapiere unverbrieft und demateria-
lisiert begeben und in Form von Bucheinträgen bei der 
Clearingstelle registriert (einschliesslich von unter 
schweizerischem Recht emittierten und als nicht-
verurkundete Wertrechte ausgestalteten Wertpapieren), 
folgenden Absatz (1) einfügen: 

 
[in case of Securities issued in uncertificated and 
dematerialised form to be registered in book-entry form at 
the Clearing Agent (including Securities governed by 
Swiss law and issued as Book-entry Securities), insert the 
following para. (1): 

[(1) Die Emittentin wird, vorbehaltlich einer Markt-
störung (§ 8 (3)), die Zahlung des Auszahlungs-
betrags bzw. des Kündigungsbetrags [oder des 
Steuer-Kündigungsbetrags] (§ 7 [•]) in der Aus-
zahlungswährung [im Fall der Tilgung durch 
physische Lieferung folgenden Text einfügen: bzw. 
die Lieferung des Physischen Basiswerts in 
entsprechender Anzahl] zum Rückzahlungstag 
[gegebenenfalls zusätzliche Bestimmungen 
hinsichtlich weiterer Beträge einfügen: [•]] 
gemäss den massgeblichen CS-Regeln 
veranlassen. [Zahlungen des Auszahlungsbetrags, 
des Kündigungsbetrags [bzw. des Steuer-
Kündigungsbetrags] und/oder sonstige Zahlungen 

[(1) The Issuer will, subject to a Market Disruption 
(§ 8 (3)), procure that the payment of the Settlement 
Amount or of the Termination Amount [or of the 
Tax Termination Amount] (§ 7 [•]), as the case may 
be, in the Settlement Currency [in case of physical 
settlement insert the following text: or the Physical 
Underlying in the relevant number, as the case may 
be] occurs on the Settlement Date [if appropriate, 
insert additional provisions in relation to further 
payments: [•]] in accordance with the relevant 
CA Rules. [Payments of the Settlement Amount, the 
Termination Amount [or the Tax Termination 
Amount] and/or any other amount payable under the 
Conditions, as the case may be, [in case of physical 
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gemäss den Bedingungen [im Fall der Tilgung 
durch physische Lieferung folgenden Text 
einfügen: bzw. die Lieferung des Physischen 
Basiswerts in entsprechender Anzahl] erfolgen [in 
Übereinstimmung mit den zu diesem Zeitpunkt 
geltenden massgeblichen CS-Regeln.] [an die 
Wertpapiergläubiger, die am [fünften] [•] Bank-
geschäftstag (wie in den zu diesem Zeitpunkt 
geltenden massgeblichen CS-Regeln definiert) 
[vor] [nach] [dem Fälligkeitstermin] [•] einer 
solchen Zahlung [im Fall der Tilgung durch 
physische Lieferung folgenden Text einfügen: bzw. 
Lieferung] oder an einem anderen Bank-
geschäftstag, der näher an [dem Fälligkeitstermin] 
[•] liegt als der in den massgeblichen CS-Regeln 
vorgesehene Termin, als solche eingetragen sind.] 
[Dieser Tag ist der Stichtag in Bezug auf die 
Wertpapiere und wird gemäss den massgeblichen 
CS-Regeln als Rückzahlungstag betrachtet]].] 

settlement insert the following text: and delivery of 
the Physical Underlying in the relevant number, as 
the case may be] shall be made [in accordance with 
the then applicable relevant CA Rules.] [to the 
Securityholders recorded as such on the [fifth] [•] 
Banking Day (as defined by the then applicable 
relevant CA Rules) [before] [after] [the due date] [•] 
for such payment [in case of physical settlement 
insert the following text: or delivery, as the case may 
be], or on such other Banking Day falling closer to 
[the due date] [•] as may then be stipulated in the 
relevant CA Rules.] [Such day shall be the record 
date in respect of the Securities and shall be 
regarded as the date of payment in respect of the 
relevant CA Rules]].] 

 
[Werden die Wertpapiere unter Schweizer Recht 
emittiert und als Bucheffekten begeben, folgende 
Absätze (1) – (2) einfügen: 

 
[in case of Securities governed by Swiss Law and issued 
as Intermediated Securities (Bucheffekten), insert the 
following paras. (1) – (2): 

[(1) Die Emittentin wird, vorbehaltlich einer Markt-
störung (§ 8 (3)), bis zum Rückzahlungstag die 
Überweisung des Auszahlungsbetrags bzw. des 
Kündigungsbetrags [oder des Steuer-
Kündigungsbetrags] (§ 7 [•]) [gegebenenfalls 
zusätzliche Bestimmungen hinsichtlich weiterer 
Beträge einfügen: [•]] in der Auszahlungswährung 
[im Fall der Tilgung durch physische Lieferung 
folgenden Text einfügen: bzw. die Lieferung des 
Physischen Basiswerts in entsprechender Anzahl] 
über die Zahlstelle zur Gutschrift auf das Konto 
des jeweils massgeblichen Wertpapiergläubigers 
über die jeweils massgebliche Verwahrungsstelle 
gemäss den anwendbaren Vorschriften in deren 
Regelwerken veranlassen.] 

[(1) The Issuer will, subject to a Market Disruption 
(§ 8 (3)), procure until the Settlement Date the 
payment of the Settlement Amount or of the 
Termination Amount [or of the Tax Termination 
Amount] (§ 7 [•]), as the case may be, [if 
appropriate, insert additional provisions in relation 
to further payments: [•]] in the Settlement Currency 
[in case of physical settlement insert the following 
text: or the Physical Underlying in the relevant 
number] to be credited via the Paying Agent to the 
account of the relevant Securityholder via the 
relevant Intermediary pursuant to its applicable rules 
and regulations.] 

 
[im Fall einer erforderlichen Währungsumrechnung 
zusätzlich folgenden Absatz 2 einfügen: 
[(2) Die Bestimmung des Währungsumrechnungs-

kurses für die erforderliche Umrechnung des Aus-
zahlungsbetrags, [gegebenenfalls zusätzliche 
Bestimmungen hinsichtlich weiterer Beträge 
einfügen: [•]] des Kündigungsbetrags [bzw. des 
Steuer-Kündigungsbetrags] oder sonstiger 
Zahlungsbeträge unter diesen Bedingungen in die 
Auszahlungswährung erfolgt auf Grundlage 
desjenigen relevanten [Geld-] [Mittel-] [Brief-] 
Kurses,  

 
[in case of a required currency conversion add the 
following para. 2: 
[(2) The currency conversion rate used for converting the 

Settlement Amount,] [if appropriate, insert 
additional provisions in relation to further 
payments: [•]] the Termination Amount [or the Tax 
Termination Amount] or any other amount payable 
under these Conditions, as the case may be, into the 
Settlement Currency shall be determined on the 
basis of the relevant [bid] [mean] [ask] rate as 
published on  

 [wie er (i) an dem [Bewertungstag] [letzten der 
Bewertungsdurchschnittstage], oder (ii) im Fall der 
Kündigung durch die Emittentin, an dem 
[Kündigungstag] [Tag, auf den das Kündigungs-
ereignis fällt] [oder dem Steuer-Kündigungstag] 
(§ 7 [•])] bzw., falls der letztgenannte Tag kein 
Bankgeschäftstag ist, an dem unmittelbar 
nachfolgenden Bankgeschäftstag, ] 

 [(i) [the Valuation Date] [the latest of the Valuation 
Averaging Dates] or (ii) in case of Termination by 
the Issuer, on the [Termination Date] [day, on which 
the Termination Event occurs] [or the Tax 
Termination Date] (§ 7 [•]), or if this day is not a 
Banking Day, on the immediately succeeding 
Banking Day, ] 
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 [wie er an dem Bankgeschäftstag unmittelbar 
folgend (i) auf den [Bewertungstag] [letzten der 
Bewertungsdurchschnittstage] oder (ii) im Fall der 
Kündigung durch die Emittentin, auf den 
[Kündigungstag] [Tag, auf den das 
Kündigungsereignis fällt] [oder den Steuer-
Kündigungstag] (§ 7 [•])]  

 [the Banking Day immediately succeeding (i) the 
[Valuation Date] [the latest of the Valuation 
Averaging Dates] or (ii) in case of Termination by 
the Issuer, the [Termination Date] [day, on which the 
Termination Event occurs] [or the Tax Termination 
Date] (§ 7 [•])]  

 von [Reuters] [•] unter [„EUROFX/1“] [„ECB37“] 
[•], bzw. auf einer diese Seite ersetzenden Seite, 
veröffentlicht wird.] 

 on [Reuters] [•] on page [“EUROFX/1”] [“ECB37”] 
[•], or a substitute page thereof.] 

 [Falls auf dieser Seite voneinander abweichende 
[Geld-] [Mittel-] [Brief-] Kurse veröffentlicht 
werden bzw. kein entsprechender [Geld-] [Mittel-] 
[Brief-] Kurs veröffentlicht wird, ist die Emittentin 
berechtigt, einen angemessenen [Geld-] [Mittel-] 
[Brief-] Kurs, wie er von einem vergleichbaren 
Wirtschaftsinformationsdienst unter Verwendung 
einer vergleichbaren Berechnungsmethode 
veröffentlicht wird, zu verwenden. Die 
Entscheidung über die Auswahl des Wirtschafts-
informationsdienstes steht im billigen Ermessen 
der Emittentin [im Fall von Optionsscheinen nach 
deutschem Recht: nach § 315 des deutschen 
Bürgerlichen Gesetzbuches („BGB“)].]  

 [In case either a controversial [bid] [mean] [ask] rate 
or no relevant [bid] [mean] [ask] rate is published on 
such page, the Issuer is entitled to use an appropriate 
[bid] [mean] [ask] rate as published by another 
comparable financial information service, calculated 
with a similar calculation methodology. The 
determination of the financial information service 
shall be done at the Issuer‘s reasonable discretion [in 
case of German law governed Warrants: pursuant to 
§ 315 of the German Civil Code (“BGB”)].] 

 [Sollte der Währungsumrechnungskurs nicht in der 
vorgesehenen Art und Weise festgestellt oder 
angezeigt werden, ist die Emittentin berechtigt, als 
massgeblichen Währungsumrechnungskurs einen 
auf der Basis der dann geltenden Marktusancen 
ermittelten Währungsumrechnungskurs 
festzulegen.] 

 [If the currency conversion rate is not determined or 
quoted in the manner described above, the Issuer 
shall be entitled to identify a currency conversion 
rate, determined on the basis of the then prevailing 
market customs.] 

 
[im Fall der Tilgung durch physische Lieferung 
zusätzlich folgenden Text einfügen: 

 
[in case of physical settlement add the following text:  

[([2] [3]) Die Lieferung des Physischen Basiswerts 
erfolgt in börsenmässig lieferbarer Form und 
Ausstattung. Die Übertragung wird mit Eintragung 
der Übertragung in den Büchern der mass-
geblichen Clearingstelle entsprechend den 
anwendbaren Vorschriften in deren Regelwerken 
wirksam. Effektive Wertpapiere werden nicht ge-
liefert. Der Anspruch auf Lieferung effektiver 
Wertpapiere ist ausgeschlossen.] 

[([2] [3]) The delivery of the Physical Underlying is 
effected with the characteristics and in the form that 
allow delivery via an exchange. Such transfer 
becomes effective upon registration of the transfer in 
the records of the relevant Clearing Agent pursuant 
to its applicable rules and regulations. No definitive 
securities will be issued. The right to request the 
delivery of definitive Securities is excluded.] 

 [Im Fall eines nicht ganzzahligen Bezugsver-
hältnisses, wie es beispielsweise insbesondere 
durch eine Anpassungsmassnahme nach § 6 [•] 
entstehen kann, werden im Fall der Tilgung durch 
physische Lieferung bei Abrechnung Bruchteile je 
Physischem Basiswert für jedes Wertpapier durch 
Barausgleich abgegolten. Eine Zusammenfassung 
solcher Bruchteile für sämtliche Wertpapiere eines 
Wertpapiergläubigers zur Lieferung des 
Physischen Basiswerts findet nicht statt. Auf 
diesen Geldbetrag finden die in diesen Bedingun-
gen enthaltenen Bestimmungen über den Aus-
zahlungsbetrag entsprechende Anwendung.] 

 [If the Conversion Ratio is not an integral number, 
as in particular caused e.g. by an adjustment 
pursuant to § 6 [•], cash consideration will be paid 
for each Security upon physical settlement with 
respect to any fractions per Physical Underlying. A 
consolidation of such fractions for all Securities of 
the Securityholder for the delivery of the Physical 
Underlying shall not take place. The provisions of 
these Conditions relating to the Settlement Amount 
shall apply mutatis mutandis to such payment.] 

 [Sollte die Lieferung des Physischen Basiswerts 
wirtschaftlich oder tatsächlich unmöglich sein, hat 
die Emittentin das Recht, statt der Lieferung des 

 [Should the delivery of the Physical Underlying be 
impracticable for economic or factual reasons, the 
Issuer is entitled to pay a sum of money in the 
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Physischen Basiswerts einen Geldbetrag in der 
Auszahlungswährung zu zahlen, der dem Abrech-
nungskurs [des Basiswerts] [gegebenenfalls 
anderen Bezugspunkt hinsichtlich des in diesem 
Basisprospekt verwendeten Basiswerts einfügen: 
[•]] multipliziert mit dem Bezugsverhältnis und 
gegebenenfalls auf zwei Dezimalstellen kauf-
männisch gerundet, entspricht. Auf diesen Geld-
betrag finden die in diesen Bedingungen 
enthaltenen Bestimmungen über den Auszahlungs-
betrag entsprechende Anwendung.] 

Settlement Currency instead that is equal to the 
Settlement Price of [the Underlying] [if appropriate, 
insert different point of reference to an Underlying 
comprised in this Base Prospectus: [•]] multiplied 
by the Conversion Ratio, if applicable, commercially 
rounded to two decimal places. The provisions of 
these Conditions relating to the Settlement Amount 
shall apply mutatis mutandis to such payment.] 

[([2] [3] [4]) Die Emittentin wird von ihrer 
Verpflichtung unter diesen Wertpapieren durch 
Zahlung des Auszahlungsbetrags, [gegebenenfalls 
zusätzliche Bestimmungen hinsichtlich weiterer 
Beträge einfügen: [•]] des Kündigungsbetrags 
[bzw. des Steuer-Kündigungsbetrags] oder der 
sonstigen Zahlungsbeträge unter diesen 
Bedingungen [im Fall der Tilgung durch physische 
Lieferung folgenden Text einfügen: bzw. durch die 
Lieferung des Physischen Basiswerts in ent-
sprechender Anzahl] in der vorstehend 
beschriebenen Weise befreit.] 

[([2] [3] [4]) The Issuer will be discharged from its 
obligations under these Securities by payment of the 
Settlement Amount, [if appropriate, insert 
additional provisions in relation to further 
payments: [•]] the Termination Amount [or of the 
Tax Termination Amount] or of any other amount 
payable under these Conditions, as the case may be, 
[in case of physical settlement insert the following 
text: or by the transfer of the Physical Underlying in 
the relevant number, as the case may be] in the 
manner described above.] 

[([3] [4] [5]) Alle im Zusammenhang mit der Zahlung 
des Auszahlungsbetrags, [gegebenenfalls 
zusätzliche Bestimmungen hinsichtlich weiterer 
Beträge einfügen: [•]] des Kündigungsbetrags 
[bzw. des Steuer-Kündigungsbetrags] oder der 
sonstigen Zahlungsbeträge unter diesen 
Bedingungen [im Fall der Tilgung durch physische 
Lieferung folgenden Text einfügen: bzw. durch die 
Lieferung des Physischen Basiswerts in 
entsprechender Anzahl] anfallenden Steuern, 
Abgaben und/oder Kosten sind von dem 
jeweiligen Wertpapiergläubiger zu tragen und zu 
zahlen. Die Emittentin und die Zahlstelle sind 
berechtigt, jedoch nicht verpflichtet, von den an 
den Wertpapiergläubiger zahlbaren Beträgen [im 
Fall der Tilgung durch physische Lieferung 
folgenden Text einfügen: bzw. ihm geschuldeten 
Lieferungen] zur Begleichung von Steuern, 
Abgaben, Gebühren, Abzügen oder sonstigen 
Zahlungen den erforderlichen Betrag [im Fall der 
Tilgung durch physische Lieferung folgenden Text 
einfügen: bzw. Anteil] einzubehalten oder 
abzuziehen. Jeder Wertpapiergläubiger hat die 
Emittentin bzw. die Zahlstelle von Verlusten, 
Kosten oder sonstigen Verbindlichkeiten, die ihr in 
Verbindung mit derartigen Steuern, Abgaben, 
Gebühren, Abzügen oder sonstigen Zahlungen im 
Hinblick auf die Wertpapiere des jeweiligen Wert-
papiergläubigers entstehen, freizustellen.] 

[([3] [4] [5]) All taxes, charges and/or expenses incurred 
in connection with the payment of the Settlement 
Amount, [if appropriate, insert additional provisions 
in relation to further payments: [•]] the Termination 
Amount [or of the Tax Termination Amount] or of 
any other amount payable under these Conditions, as 
the case may be, [in case of physical settlement 
insert the following text: or by the transfer of the 
Physical Underlying in the relevant number] shall be 
borne and paid by the relevant Securityholder. The 
Issuer and the Paying Agent, as the case may be, are 
entitled, but not obliged, to withhold or deduct, as 
the case may be, from any amount payable [in case 
of physical settlement insert the following text: or 
delivery due] to the Securityholder such amount [in 
case of physical settlement insert the following text: 
or fraction, as the case may be] required for the 
purpose of settlement of taxes, charges, expenses, 
deductions or other payments. Each Securityholder 
shall reimburse the Issuer or the Paying Agent, as 
the case may be, from any losses, costs or other 
debts incurred in connection with these taxes, 
charges, expenses, deductions or other payments 
related to the Securities of the relevant 
Securityholder.] 

 
[im Fall von Wertpapieren, die deutschem Recht 
unterstehen, zusätzlich folgenden Text einfügen: 

 
[in case of Securities governed by German law add the 
following text:  

[([4] [5] [6]) Die Vorlegungsfrist gemäss § 801 
Absatz 1 Satz 1 des deutschen Bürgerlichen 
Gesetzbuches („BGB“) wird auf zehn Jahre 
verkürzt.] 

[([4] [5] [6]) The period of presentation as established in 
§ 801 section 1 sentence 1 of the [BGB] [German 
Civil Code (“BGB”)] is reduced to ten years.] 
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[([5] [6] [7]) Die Emittentin kann zur Deckung ihrer 
Verpflichtungen aus den Wertpapieren einen 
Deckungsbestand unterhalten. Der Deckungs-
bestand kann dabei nach der Wahl und dem freien 
Ermessen der Emittentin insbesondere aus [dem 
Basiswert] [gegebenenfalls anderen Bezugspunkt 
hinsichtlich des in diesem Basisprospekt 
verwendeten Basiswerts einfügen: [•]] bzw. aus 
den darin enthaltenen Einzelwerten bzw. aus 
Optionen auf die vorgenannten Werte bestehen. 
Den Wertpapiergläubigern stehen jedoch keine 
Rechte oder Ansprüche in Bezug auf einen 
etwaigen Deckungsbestand zu.] 

[([5] [6] [7]) The Issuer may hold a coverage portfolio to 
cover its obligations under the Securities. The 
coverage portfolio may comprise [the Underlying] 
[if appropriate, insert different point of reference to 
an Underlying comprised in this Base 
Prospectus: [•]] or the Components comprised 
therein, as the case may be, or options on these 
aforementioned assets, at the Issuer’s option and 
unrestricted discretion. However, the 
Securityholders are not entitled to any rights or 
claims with respect to any coverage portfolio.] 

 
[im Fall von Wertpapieren, die schweizerischem Recht 
unterstehen, zusätzlich folgenden Text einfügen: 

 
[in case of Securities governed by Swiss law add the 
following text:  

[([6] [7] [8]) Gemäss anwendbarem schweizerischem 
Recht verjähren Forderungen jeglicher Art gegen 
die Emittentin, welche in Zusammenhang mit den 
Wertpapieren entstehen, zehn (10) Jahre nach 
Eintritt der Fälligkeit der Rückzahlung bei 
Endfälligkeit, der Fälligkeit einer vorzeitigen 
Rückzahlung oder der Fälligkeit einer vorzeitigen 
Kündigung (je nach dem, welches von diesen 
zeitlich gesehen zuerst eintritt). Von dieser 
Regelung ausgenommen sind Ansprüche auf 
Zinszahlungen, welche nach fünf (5) Jahren nach 
Fälligkeit der entsprechenden Zinszahlungen 
verjähren.] 

[([6] [7] [8]) In accordance with Swiss law, claims of any 
kind against the Issuer arising under the Securities 
will be prescribed 10 years after the earlier of the 
date on which the early redemption or the date on 
which the ordinary redemption of the Securities has 
become due, except for claims for interests which 
will be prescribed 5 years after maturity of such 
interest claims.] 

 
[im Fall eines Korbs als Basiswert folgenden § 6 [a] 
einfügen: 

 
§ 6 [a] 

Anpassungen bei Wertpapieren auf Körbe; 
Nachfolge-Korbbestandteil 

 

 
[in case of a Basket as the Underlying insert the following 
§ 6 [a]: 

 
§ 6 [a] 

Adjustments for Securities on Baskets; Successor 
Basket Component 

 
[(1) Sollte bei einem Korbbestandteil eine Anpassung 

(wie in diesen Bedingungen beschrieben) 
notwendig werden, ist die Emittentin (zusätzlich 
zu den in diesen Bedingungen genannten 
Massnahmen in Bezug auf jeden einzelnen 
Korbbestandteil) berechtigt, aber nicht 
verpflichtet[, entweder] 

[(1) If in relation to a Basket Component an adjustment 
(as described in these Conditions) is necessary, the 
Issuer shall (in addition to the adjustments pursuant 
to these Conditions in relation to each Basket 
Component) be entitled, but not obliged[, either] 

[(i) den betreffenden Korbbestandteil nach 
billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: 
gemäss § 315 BGB] ersatzlos aus dem Korb 
zu streichen (gegebenenfalls unter Einfügung 
von Korrekturfaktoren für die verbliebenen 
Korbbestandteile) [oder]] 

[(i) to remove at its reasonable discretion [in case 
of German law governed Warrants: pursuant to 
§ 315 of the BGB] the respective Basket 
Component without replacement from the 
Basket (if applicable by adjusting the weighting 
of the remaining Basket Components), [or]] 

[(ii) ganz oder teilweise durch einen neuen 
Korbbestandteil nach billigem Ermessen [im 
Fall von Optionsscheinen nach deutschem 
Recht: gemäss § 315 BGB] zu ersetzen 
(gegebenenfalls unter Einfügung von 
Korrekturfaktoren für die nunmehr im Korb 
befindlichen Bestandteile) (der „Nachfolge-
Korbbestandteil“).] 

[(ii) to replace at its reasonable discretion [in case 
of German law governed Warrants: pursuant to 
§ 315 of the BGB] the Basket Component in 
whole or in part by a new Basket Component 
(if applicable by adjusting the weighting of the 
Basket Components then present) (the 
“Successor Basket Component”).] 
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[In diesem Fall gilt dieser Nachfolge-Korb-
bestandteil als Korbbestandteil und jede in 
diesen Bedingungen enthaltene Bezugnahme 
auf den Korbbestandteil als Bezugnahme auf 
den Nachfolge-Korbbestandteil.] 

[In such case, the Successor Basket Component 
will be deemed to be the Basket Component 
and each reference in these Conditions to the 
Basket Component shall be deemed to refer to 
the Successor Basket Component.] 

[(2) Das Recht der Emittentin zur Kündigung gemäss 
§ 7 [•] dieser Bedingungen bleibt hiervon 
unberührt.] 

[(2) The Issuer’s right of termination in accordance with 
§ 7 [•] of these Conditions remains unaffected.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[im Fall von Aktien, Edelmetallen oder Rohstoffen als 
Basiswert bzw. Korbbestandteil folgenden § 6 [a] [b] 
einfügen: 
 

§ 6 [a] [b] 
Anpassungen; [Nachfolge-Basiswert] [Nachfolge-

Korbbestandteil]; [Ersatz-Handelssystem;] [Ersatz-
Börse] 

 

 
[in case of shares, precious metals or commodities as the 
Underlying or Basket Component, as the case may be, 
insert the following § 6 [a] [b]: 
 

§ 6 [a] [b] 
Adjustments; [Successor Underlying] [Successor 

Basket Component]; [Substitute Trading System;] 
[Substitute Stock Exchange] 

 
[(1) Die Emittentin ist bei Vorliegen eines Potenziellen 

Anpassungsereignisses (§ 6 [a] [b] (2)) berechtigt, 
Anpassungen dieser Bedingungen in der Weise 
und in dem Verhältnis vorzunehmen, wie 
entsprechende Anpassungen im Hinblick auf die 
an der Massgeblichen Terminbörse gehandelten 
Options- und Terminkontrakte auf [die Aktie] 
[bzw.] [das Edelmetall] [bzw.] [den Rohstoff] als 
[Basiswert] [Korbbestandteil] (die „Options-
kontrakte“) vorgenommen werden, sofern der 
nachstehend bezeichnete Stichtag vor oder auf 
[den Bewertungstag] [einen Bewertungsdurch-
schnittstag] fällt.] 

[(1) In case of the occurrence of a Potential Adjustment 
Event (§ 6 [a] [b] (2)), the Issuer shall be entitled to 
effect adjustments to these Conditions in a manner 
and relation corresponding to the relevant 
adjustments made with regard to option and futures 
contracts on [the share] [or, as the case may be,] [the 
precious metal] [or, as the case may be,] [the 
commodity] used as [the Underlying] [the Basket 
Component] traded on the Relevant Futures and 
Options Exchange (the “Option Contracts”) 
provided that the Record Date (as defined below) is 
prior to or on [the Valuation Date] [a Valuation 
Averaging Date], as the case may be.] 

 [Werden an der Massgeblichen Terminbörse keine 
Optionskontrakte gehandelt, so wird die Emittentin 
die Anpassung in der Weise vornehmen, wie die 
Massgebliche Terminbörse sie vornehmen würde, 
wenn entsprechende Optionskontrakte dort 
gehandelt werden würden.] 

 [If no such Option Contracts are being traded on the 
Relevant Futures and Options Exchange, the 
adjustments may be effected by the Issuer in a 
manner as relevant adjustments would be made by 
the Relevant Futures and Options Exchange if those 
Option Contracts were traded on the Relevant 
Futures and Options Exchange.] 

 [Der „Stichtag“ ist der erste Handelstag an der 
Massgeblichen Terminbörse, an dem die Options-
kontrakte unter Berücksichtigung der erfolgten 
Anpassung gehandelt werden oder gehandelt 
werden würden, wenn entsprechende Options-
kontrakte dort gehandelt werden würden.] 

 [The “Record Date” will be the first trading day on 
the Relevant Futures and Options Exchange on 
which the adjusted Option Contracts on the 
Underlying are traded on the Relevant Futures and 
Options Exchange or would be traded if those 
Option Contracts were traded on the Relevant 
Futures and Options Exchange.] 

[(2) Ein „Potenzielles Anpassungsereignis“ 
bezeichnet jede Massnahme in Bezug auf [die 
Aktie] [bzw.] [das Edelmetall] [bzw.] [den 
Rohstoff], durch die sich die Massgebliche 
Terminbörse zu einer Anpassung des Basispreises, 
der Kontraktgrösse des Basiswerts, der 
Bezugsgrösse des Basiswerts oder der Bezug-
nahme [der] [bzw.] [des] [jeweils] für die 
Berechnung und Bestimmung des Kurses des 
Basiswerts [zuständigen Börse] [bzw.] 
[zuständigen Handelssystems] veranlasst sieht 
oder veranlasst sähe, wenn Optionskontrakte 

[(2) A “Potential Adjustment Event” means any 
measure in relation to [the share] [or, as the case 
may be,] [the precious metal] [or, as the case may 
be,] [the commodity], which gives reason, or would 
give reason, if the Option Contracts were traded on 
the Relevant Futures and Options Exchange, as the 
case may be, to the Relevant Futures and Options 
Exchange for an adjustment to the strike price, the 
contract volume of the underlying, the ratio of the 
underlying or to the quotation of [the stock 
exchange] [or] [trading system] [, as the case may 
be], relevant for the calculation and determination of 
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gehandelt werden würden.] the price of the underlying.] 
 [Bei den Potenziellen Anpassungsereignissen 

handelt es sich insbesondere, aber nicht ab-
schliessend, um folgende Massnahmen, wobei, 
vorbehaltlich von § 6 [a] [b] (3), jedoch die 
tatsächliche oder hypothetische Entscheidung der 
Massgeblichen Terminbörse massgeblich ist:] 

 [Potential Adjustment Events are, in particular, but 
not limited to, the following measures, whereas, 
however, subject to § 6 [a] [b] (3), the de facto or 
hypothetical decision of the Relevant Futures and 
Options Exchange is decisive:] 

[im Fall von Edelmetallen oder Rohstoffen als 
Basiswert bzw. Korbbestandteil folgende Absätze 
(i) bis (ii) einfügen: 

[in case of precious metals or commodities as the 
Underlying or Basket Component, as the case may 
be, insert the following paras. (i) to (ii): 

[(i) [Das Edelmetall] [bzw.] [[Der] [der] 
Rohstoff] wird [an der] [in dem] für die 
Berechnung und Bestimmung des Kurses 
[des Basiswerts] [des Korbbestandteils] 
zuständigen [Massgeblichen Börse] [Mass-
geblichen Handelssystem] in einer anderen 
Qualität, in einer anderen Zusammensetzung 
(zum Beispiel mit einem anderen 
Reinheitsgrad oder anderen Herkunftsort) 
oder in einer anderen Standardmasseinheit 
gehandelt.] 

[(i) [The precious metal] [or, as the case may be,] 
[[The] [the] commodity] is traded [on the 
Relevant Exchange] [in the Relevant Trading 
System] relevant for the calculation and 
determination of the Price of [the Underlying] 
[the Basket Component] in a different quality, 
in a different consistency (e.g. with a different 
degree of purity or a different point of origin) 
or in a different standard measuring unit.] 

[(ii) Eintritt eines sonstigen Ereignisses oder 
Ergreifen einer sonstigen Massnahme, infolge 
dessen bzw. derer [das Edelmetall] [bzw.] 
[der Rohstoff], [wie er] [wie es] [an der] [in 
dem] für die Berechnung und Bestimmung 
des Kurses [des Basiswerts] [des Korb-
bestandteils] zuständigen [Massgeblichen 
Börse] [Massgeblichen Handelssystem] 
gehandelt wird, eine wesentliche 
Veränderung erfährt.]] 

[(ii) The occurrence of another event or action, due 
to which [the precious metal] [or, as the case 
may be,] [the commodity], as traded [on the 
Relevant Exchange] [in the Relevant Trading 
System] relevant for the calculation and 
determination of the Price of [the Underlying] 
[the Basket Component], is materially 
modified.]] 

[im Fall von Aktien als Basiswert bzw. 
Korbbestandteil folgende Absätze (i) bis (viii) 
einfügen: 

[in case of shares as the Underlying or Basket 
Component, as the case may be, insert the following 
paras. (i) to (viii): 

[(i) Kapitalerhöhung der Aktiengesellschaft, 
deren Aktie(n) den [Basiswert] [Korbbestand-
teil] bildet/bilden (die „Gesellschaft“) durch 
Ausgabe neuer Aktien gegen Einlage unter 
Einräumung eines unmittelbaren oder 
mittelbaren Bezugsrechts an ihre Aktionäre, 
Kapitalerhöhung der Gesellschaft aus Gesell-
schaftsmitteln, Ausgabe von Schuld-
verschreibungen oder sonstigen Wertpapieren 
mit Options- oder Wandelrechten auf Aktien 
unter Einräumung eines unmittelbaren oder 
mittelbaren Bezugsrechts an ihre Aktionäre.] 

[(i) The stock corporation, the share(s) of which 
is/are used as [the Underlying] [the Basket 
Component] (the “Company”) increases its 
share capital against deposits/contributions 
granting a direct or indirect subscription right 
to its shareholders, capital increase out of the 
Company’s own funds, through the issuance of 
new shares, directly or indirectly granting a 
right to its shareholders to subscribe for bonds 
or other securities with option or conversion 
rights to shares.] 

[(ii) Kapitalherabsetzung der Gesellschaft durch 
Einziehung oder Zusammenlegung von 
Aktien der Gesellschaft. Kein Potenzielles 
Anpassungsereignis liegt vor, wenn die 
Kapitalherabsetzung durch Herabsetzung des 
Nennbetrags der Aktien der Gesellschaft 
erfolgt.]  

[(ii) The Company decreases its share capital 
through cancellation or combination of shares 
of the Company. No Potential Adjustment 
Event shall occur, if the capital decrease is 
effected by way of reduction of the nominal 
amount of the shares of the Company.] 

[(iii) Ausschüttung aussergewöhnlich hoher 
Dividenden, Boni oder sonstige Bar- oder 
Sachausschüttungen („Sonderaus-
schüttungen“). Die Ausschüttungen von 
normalen Dividenden, die keine Sonderaus-
schüttungen sind, begründen kein Poten-

[(iii) The Company grants exceptionally high 
dividends, bonuses or other cash or non-cash 
distributions (“Special Distributions”) to its 
shareholders. The distributions of regular 
dividends, which do not constitute Special 
Distributions, do not create any Potential 
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zielles Anpassungsereignis. Hinsichtlich der 
Abgrenzung zwischen normalen Dividenden 
und Sonderausschüttungen ist die von der 
Massgeblichen Terminbörse vorgenommene 
Abgrenzung massgeblich.] 

Adjustment Event. With regard to the 
differentiation between regular dividends and 
Special Distributions, the differentiation made 
by the Relevant Futures and Options Exchange 
shall prevail.] 

[(iv) Durchführung eines Aktiensplits (Herab-
setzung des Nennbetrags und entsprechende 
Vergrösserung der Anzahl der Aktien ohne 
Kapitalveränderung) oder einer ähnlichen 
Massnahme.] 

[(iv) In case of a stock split (reduction of the 
nominal amount and corresponding increase in 
the number of shares without a change in the 
share capital) or a similar measure.] 

[(v) Angebot gemäss dem Aktien- oder Umwand-
lungsgesetz oder gemäss einer vergleichbaren 
Regelung des für die Gesellschaft 
anwendbaren Rechts an die Aktionäre der 
Gesellschaft, die Aktien der Gesellschaft in 
Aktien einer anderen Aktiengesellschaft oder 
Altaktien der Gesellschaft in neue Aktien 
umzutauschen.] 

[(v) Offer to the shareholders of the Company 
pursuant to the German Stock Corporation Act 
(Aktiengesetz), the German Law regulating the 
Transformation of Companies (Umwandlungs-
gesetz) or any other similar proceeding under 
the jurisdiction applicable to and governing the 
Company to convert existing shares of the 
Company to new shares or to shares of another 
stock corporation.] 

[(vi) Die nach Abgabe eines Übernahmeangebots 
gemäss Wertpapiererwerbs- und 
Übernahmegesetz oder gemäss einer ver-
gleichbaren Regelung des für die Gesellschaft 
anwendbaren Rechts erfolgte Übernahme von 
Aktien der Gesellschaft durch einen 
Aktionär.] 

[(vi) Take-over of shares of the Company by a 
shareholder in the course of a tender offer in 
accordance with the German Securities 
Acquisition and Take-over Act or with any 
other similar provision under the jurisdiction 
applicable to and governing the Company.] 

[(vii) Ausgliederung eines Unternehmensteils der 
Gesellschaft in der Weise, dass ein neues 
rechtlich selbstständiges Unternehmen 
entsteht oder der Unternehmensteil von 
einem dritten Unternehmen aufgenommen 
wird, den Aktionären der Gesellschaft unent-
geltlich oder zu einem geringeren Preis als 
dem Marktpreis Anteile entweder an dem 
neuen Unternehmen oder an dem 
aufnehmenden Unternehmen gewährt 
werden, und für die den Aktionären 
gewährten Anteile ein Markt- oder 
Börsenpreis festgestellt werden kann.] 

[(vii) The Company spins off any part of the 
Company so that a new independent enterprise 
is created or any part of the Company is 
absorbed by a third company, the Company’s 
shareholders are granted shares in the new 
company or the absorbing company free of 
charge or at a price below the market price and 
therefore a market price or price quotation may 
be determined for the shares granted to the 
shareholders.] 

[(viii) Endgültige Einstellung der Notierung oder 
des Handels der Aktien [in dem 
Massgeblichen Handelssystem] [bzw.] [an 
der Massgeblichen Börse] aufgrund einer 
Verschmelzung durch Aufnahme oder 
Neubildung oder aus einem sonstigen 
vergleichbaren Grund, insbesondere als Folge 
eines Delistings der Gesellschaft. Das Recht 
der Emittentin zur Kündigung gemäss § 7 [•] 
dieser Bedingungen bleibt hiervon 
unberührt.] ] 

[(viii) The quotation of or trading in the shares 
of the Company [in the Relevant Trading 
System] [or] [on the Relevant Exchange] is 
permanently discontinued due to a merger or a 
new company formation, or for any other 
comparable reason, in particular as a result of a 
delisting of the Company. The Issuer’s right of 
termination in accordance with § 7 [•] of these 
Conditions remains unaffected.] ] 

 [Auf andere als die vorstehend bezeichneten 
Ereignisse, die nach Auffassung der Emittentin 
und der Berechnungsstelle nach billigem Ermessen 
[im Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. § 317 BGB)] in 
ihren wirtschaftlichen Auswirkungen diesen 
Ereignissen vergleichbar sind, und die Einfluss auf 
den rechnerischen Wert der Aktien haben können, 
sind die beschriebenen Regeln entsprechend 

 [The provisions set out above shall apply mutatis 
mutandis to events other than those mentioned 
above, if the Issuer and the Calculation Agent, upon 
exercise of their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)], determine that the economic effects of these 
events are comparable and may have an impact on 
the calculational value of the shares.] 
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anzuwenden.] 
[(3) Die Emittentin ist berechtigt, gegebenenfalls von 

den durch die Massgebliche Terminbörse vor-
genommenen Anpassungen abzuweichen, sofern 
die Emittentin dies für erforderlich hält, um Unter-
schiede zwischen diesen Wertpapieren und den an 
der Massgeblichen Terminbörse gehandelten 
Optionskontrakten zu berücksichtigen. Unab-
hängig davon, ob und welche Anpassungen zu 
welchem Zeitpunkt tatsächlich an der 
Massgeblichen Terminbörse erfolgen, kann die 
Emittentin Anpassungen mit dem Ziel vornehmen, 
die Wertpapiergläubiger wirtschaftlich soweit wie 
möglich so zu stellen, wie sie vor den Mass-
nahmen nach § 6 [a] [b] (2) standen.] 

[(3) The Issuer shall be entitled to deviate from the 
adjustments made by the Relevant Futures and 
Options Exchange, should the Issuer consider it 
necessary in order to account for existing differences 
between the Securities and the Option Contracts 
traded on the Relevant Futures and Options 
Exchange. Irrespective of, whether or how 
adjustments are de facto effected by the Relevant 
Futures and Options Exchange, the Issuer is entitled 
to effect adjustments for the purpose to reconstitute 
to the extent possible the Securityholders’ economic 
status prior to the measures in terms of 
§ 6 [a] [b] (2).] 

[(4) Wird [die Aktie] [bzw.] [das Edelmetall] [bzw.] 
[der Rohstoff] zu irgendeiner Zeit aufgehoben 
und/oder durch einen anderen Wert ersetzt, legen 
die Emittentin und die Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)], sofern die Emittentin die Wert-
papiere nicht gemäss § 7 [•] dieser Bedingungen 
gekündigt hat, gegebenenfalls unter Vornahme von 
Anpassungen nach dem vorstehenden Absatz, fest, 
welcher mit dem bisher massgebenden Konzept 
[der Aktie] [bzw.] [des Edelmetalls] [bzw.] [des 
Rohstoffs] als [Basiswert] [Korbbestandteil] 
vergleichbare neue Basiswert künftig zugrunde zu 
legen ist (der „Nachfolge-[Basiswert] [Korb-
bestandteil]“). Der Nachfolge-[Basiswert] [Korb-
bestandteil] sowie der Zeitpunkt seiner erstmaligen 
Anwendung werden unverzüglich gemäss § 11 
dieser Bedingungen bekannt gemacht.]  

[(4) In the event that [the share] [or, as the case may be,] 
[the precious metal] [or, as the case may be,] [the 
commodity] is terminated and/or replaced by another 
underlying, the Issuer and the Calculation Agent 
shall, provided that the Issuer has not terminated the 
Securities in accordance with § 7 [•] of these 
Conditions, determine at their reasonable discretion 
[in case of German law governed Warrants: 
(pursuant to § 315 of the BGB or, as the case may 
be, § 317 of the BGB)], after having made 
appropriate adjustments according to the paragraph 
above, which underlying, comparable with the 
underlying concept of [the share] [or, as the case 
may be,] [the precious metal] [or, as the case may 
be,] [the commodity] used as [the Underlying] [the 
Basket Component] shall be applicable in the future 
(the “Successor [Underlying] [Basket 
Component]”). The Successor [Underlying] [Basket 
Component] and the date it is applied for the first 
time shall be published without undue delay in 
accordance with § 11 of these Conditions.] 

 [Jede in diesen Bedingungen enthaltene Bezug-
nahme auf den [Basiswert] [Korbbestandteil] gilt 
dann, sofern es der Zusammenhang erlaubt, als 
Bezugnahme auf den Nachfolge-[Basiswert] 
[Korbbestandteil].] 

 [Any reference in these Conditions to [the 
Underlying] [the Basket Component] shall, to the 
extent appropriate, be deemed to refer to the 
Successor [Underlying] [Basket Component].] 

[(5) Im Fall der endgültigen Einstellung der Notierung 
oder des Handels [der Aktie] [bzw.] [des 
Edelmetalls] [bzw.] [des Rohstoffs] [in dem 
Massgeblichen Handelssystem] [bzw.] [an der 
Massgeblichen Börse] und des gleichzeitigen 
Bestehens oder des Beginns der Notierung oder 
des Handels [in einem anderen Handelssystem] 
[bzw.] [an einer anderen Börse] ist die Emittentin 
berechtigt, [ein solches anderes Handelssystem] 
[bzw.] [eine solche andere Börse] durch Bekannt-
machung gemäss § 11 dieser Bedingungen als 
[neues massgebliches Handelssystem (das 
„Ersatz-Handelssystem“)] [bzw.] [neue massgeb-
liche Börse (die „Ersatz-Börse“)] zu bestimmen, 
sofern die Emittentin die Wertpapiere nicht 
gemäss § 7 [•] dieser Bedingungen gekündigt hat. 
Im Fall einer solchen Ersetzung gilt jede in diesen 
Bedingungen enthaltene Bezugnahme [auf das 

[(5) If the quotation of or trading in [the share] [or, as the 
case may be,] [the precious metal] [or, as the case 
may be,] [the commodity] [in the Relevant Trading 
System] [or] [on the Relevant Exchange] is 
permanently discontinued while concurrently a 
quotation or trading is started up or maintained [on 
another trading system] [or] [on another stock 
exchange], the Issuer shall be entitled to stipulate 
such other [trading system] [or] [stock exchange] [as 
the new relevant trading system (the “Substitute 
Trading System”)] [or] [as new Relevant Exchange 
(the “Substitute Stock Exchange”)] [, as the case 
may be,] through publication in accordance with 
§ 11 of these Conditions, provided that the Issuer has 
not terminated the Securities in accordance with 
§ 7 [•] of these Conditions. In case of such a 
substitution, any reference in these Conditions to 
[the Relevant Trading System] [or] [the Relevant 
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Massgebliche Handelssystem] [bzw.] [auf die 
Massgebliche Börse] fortan als Bezugnahme auf 
[das Ersatz-Handelssystem] [bzw.] [die Ersatz-
Börse]. Die vorgenannte Anpassung wird 
spätestens nach Ablauf [eines] [•] Monats nach der 
endgültigen Einstellung der Notierung oder des 
Handels des [Basiswerts] [Korbbestandteils] [in 
dem Massgeblichen Handelssystem] [bzw.] [an der 
Massgeblichen Börse] gemäss § 11 dieser 
Bedingungen bekannt gemacht.] 

Exchange] thereafter shall be deemed to refer to [the 
Substitute Trading System] [or] [the Substitute Stock 
Exchange] [, as the case may be]. The adjustment 
described above shall be published in accordance 
with § 11 of these Conditions upon the expiry of 
[one] [•] month following the permanent 
discontinuation of the quotation of or trading in [the 
Underlying] [the Basket Component] [in the 
Relevant Trading System] [or] [on the Relevant 
Exchange] [, as the case may be], at the latest.] 

[(6) Wenn der durch [das [jeweilige] Massgebliche 
Handelssystem] [bzw.] [die [jeweilige] 
Massgebliche Börse] festgelegte und 
veröffentlichte Kurs [der Aktie] [bzw.] [des 
Edelmetalls] [bzw.] [des Rohstoffs] als 
[Basiswerts] [Korbbestandteils] im Nachhinein 
berichtigt wird, und die Berichtigung (der 
„Berichtigte Kurs“) von [dem [jeweiligen] 
Massgeblichen Handelssystem] [bzw.] [der 
[jeweiligen] Massgeblichen Börse] nach der 
ursprünglichen Veröffentlichung, jedoch [noch 
innerhalb des Abwicklungszyklus] [bis zum 
Rückzahlungstag (ausschließlich)] [●] 
bekanntgegeben und veröffentlicht wird, sind die 
Emittentin und die Berechnungsstelle berechtigt, 
nach billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäß 
§ 315 BGB bzw. § 317 BGB)], unter 
Berücksichtigung des Berichtigten Kurses 
Anpassungen dieser Bedingungen vorzunehmen, 
um der Berichtigung Rechnung zu tragen. Die 
Anpassung sowie der Zeitpunkt ihrer erstmaligen 
Anwendung werden unverzüglich gemäß § 11 
dieser Bedingungen bekannt gemacht.] 

[(6) In the event that the Price of [the share] [or, as the 
case may be,] [the precious metal] [or, as the case 
may be,] [the commodity] used as [the Underlying] 
[the Basket Component] as determined and 
published by [the [respective] Relevant Trading 
System] [or] [the [respective] Relevant Exchange] [, 
as the case may be,] is subsequently corrected and 
the correction (the “Corrected Price“) is published 
by [the [respective] Relevant Trading System] [or] 
[the [respective] Relevant Exchange] [, as the case 
may be,] after the original publication, but [until the 
Settlement Date (exclusive)] [still within one 
Settlement Cycle] [●], the Issuer and the Calculation 
Agent shall be entitled to effect, under consideration 
of the Corrected Price, adjustments to these 
Conditions at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)], to account for the correction. The adjustment 
and the date it is applied for the first time shall be 
published without undue delay in accordance with 
§ 11 of these Conditions.] 

[(7) Anpassungen und Festlegungen nach den 
vorstehenden Absätzen werden durch die 
Emittentin bzw. von der Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)], unter Berücksichtigung der 
herrschenden Marktgegebenheiten und unter 
Wahrung des bisherigen wirtschaftlichen 
Ergebnisses der Wertpapiere vorgenommen. In 
Zweifelsfällen über (i) die Anwendung der 
Anpassungsregeln der Massgeblichen Terminbörse 
und (ii) die jeweils vorzunehmende Anpassung 
entscheidet die Emittentin über die Anwendung 
der Anpassungsregeln nach billigem Ermessen [im 
Fall von Optionsscheinen nach deutschem Recht: 
(gemäss § 315 BGB)]. Anpassungen und 
Festlegungen werden von der Emittentin nach § 11 
dieser Bedingungen bekannt gemacht und sind 
(sofern nicht ein offensichtlicher Fehler vorliegt) 
für alle Beteiligten endgültig und bindend.] 

[(7) Adjustments and determinations pursuant to the 
paragraphs above shall be effected by the Issuer or, 
as the case may be, by the Calculation Agent, at its 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)], under 
consideration of the market conditions then 
prevailing and preserving the value of the previous 
economic development of the Securities. The Issuer 
reserves the right to determine at its reasonable 
discretion [in case of German law governed 
Warrants: (pursuant to § 315 of the BGB)] in cases 
of doubt (i) the applicability of the adjustment rules 
of the Relevant Futures and Options Exchange and 
(ii) the required adjustment. Any adjustment or 
determination shall be published by the Issuer in 
accordance with § 11 of these Conditions and shall 
be final, conclusive and binding on all parties, 
except where there is a manifest error.] 

[(8) Anpassungen und Festlegungen treten zu dem 
Zeitpunkt in Kraft, zu dem entsprechende 
Anpassungen an der Massgeblichen Terminbörse 
in Kraft treten oder in Kraft treten würden, wenn 
entsprechende Optionskontrakte dort gehandelt 

[(8) Any adjustment and determination will become 
effective as of the time at which the relevant 
adjustments become effective on the Relevant 
Futures and Options Exchange or would become 
effective, if the Option Contracts were traded on the 
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werden würden.] Relevant Futures and Options Exchange, as the case 
may be.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[Im Fall von nicht börsennotierten Wertpapieren als 
Basiswert bzw. Korbbestandteil folgenden 
§ 6 [a] [b] [c]: 
 

§ 6 [a] [b] [c]  
Anpassungen; [Nachfolge-Basiswert] [Nachfolge-

Korbbestandteil]; Ersatz-Handelssystem 
 

 
[In case of non-listed securities as the Underlying or 
Basket Component, as the case may be, insert the 
following § 6 [a] [b] [c]: 

 
§ 6 [a] [b] [c] 

Adjustments; [Successor Underlying] [Successor 
Basket Component]; Substitute Trading System 

[(1) Sind die Emittentin und die Berechnungsstelle 
nach Ausübung billigen Ermessens [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB bzw. § 317 BGB)] der Ansicht, dass 
eine erhebliche Änderung der Marktbedingungen 
in dem für die Berechnung und Bestimmung des 
Kurses des nicht börsennotierten Wertpapiers als 
[Basiswert] [Korbbestandteil] zuständigen Mass-
geblichen Handelssystem eingetreten ist, ist die 
Emittentin berechtigt, Anpassungen dieser 
Bedingungen vorzunehmen, um den geänderten 
Marktbedingungen Rechnung zu tragen.] 

[(1) If, in the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)], a material change in the market conditions 
occurred in relation to the Relevant Trading System 
relevant for the calculation and determination of the 
price of the non-listed security used as [the 
Underlying] [the Basket Component], the Issuer 
shall be entitled to effect adjustments to these 
Conditions to account for these changed market 
conditions.] 

[(2) Veränderungen in der Berechnung (einschliesslich 
Bereinigungen) des nicht börsennotierten 
Wertpapiers, führen nicht zu einer Anpassung, es 
sei denn, dass das massgebende Konzept und die 
Berechnung des [Basiswerts] [Korbbestandteils] 
infolge einer Veränderung (einschliesslich einer 
Bereinigung) nach Auffassung der Emittentin und 
der Berechnungsstelle nach billigem Ermessen [im 
Fall von Optionsscheinen nach deutschem Recht: 
(gemäss § 315 BGB bzw. § 317 BGB)] nicht mehr 
vergleichbar sind mit dem bisher massgebenden 
Konzept oder der massgebenden Berechnung des 
[Basiswerts] [Korbbestandteils]. Eine Anpassung 
kann auch bei Aufhebung des [Basiswerts] [Korb-
bestandteils] und/oder seiner Ersetzung durch 
einen anderen Basiswert erfolgen.] 

[(2) Any changes in the calculation (including 
corrections) of the non-listed security, shall not lead 
to an adjustment unless the Issuer and the 
Calculation Agent, upon exercise of their reasonable 
discretion [in case of German law governed 
Warrants: (pursuant to § 315 of the BGB or, as the 
case may be, § 317 of the BGB)] determine that the 
underlying concept and the calculation (including 
corrections) of [the Underlying] [the Basket 
Component] are no longer comparable to the 
underlying concept or calculation of [the 
Underlying] [the Basket Component] applicable 
prior to such change. Adjustments may also be made 
as a result of the termination of [the Underlying] [the 
Basket Component] and/or its substitution by 
another underlying.] 

 [Zum Zweck einer Anpassung ermitteln die 
Emittentin und die Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] einen angepassten Wert je Einheit 
des nicht börsennotierten Wertpapiers, der bei der 
Bestimmung des Kurses des [Basiswerts] [Korb-
bestandteils] zugrunde gelegt wird und in seinem 
wirtschaftlichen Ergebnis der bisherigen Regelung 
entspricht, und bestimmen unter Berücksichtigung 
des Zeitpunkts der Veränderung den Tag, zu dem 
der angepasste Wert je Einheit des nicht 
börsennotierten Wertpapiers erstmals zugrunde zu 
legen ist. Der angepasste Wert je Einheit des 
[Basiswerts] [Korbbestandteils] sowie der 
Zeitpunkt seiner erstmaligen Anwendung werden 
unverzüglich gemäss § 11 dieser Bedingungen 
bekannt gemacht.] 

 [For the purpose of making any adjustment, the 
Issuer and the Calculation Agent shall at their 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)] 
determine an adjusted value per unit of the non-
listed security as the basis of the determination of 
the Price of [the Underlying] [the Basket 
Component], which in its result corresponds with the 
economic result prior to this change, and shall, 
taking into account the time the change occurred, 
determine the day, on which the adjusted value per 
unit of the non-listed security shall apply for the first 
time. The adjusted value per unit of [the Underlying] 
[the Basket Component] as well as the date of its 
first application shall be published without undue 
delay pursuant to § 11 of these Conditions.] 
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[(3) Wird das nicht börsennotierte Wertpapier zu 
irgendeiner Zeit aufgehoben und/oder durch einen 
anderen Wert ersetzt, legen die Emittentin nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB)] und 
die Berechnungsstelle nach billigem Ermessen [im 
Fall von Optionsscheinen nach deutschem Recht: 
(gemäss § 317 BGB)], sofern die Emittentin die 
Wertpapiere nicht gemäss § 7 [•] dieser 
Bedingungen gekündigt hat, gegebenenfalls unter 
Vornahme von Anpassungen nach dem 
vorstehenden Absatz, fest, welcher mit dem bisher 
massgebenden Konzept des nicht börsennotierten 
Wertpapiers als [Basiswert] [Korbbestandteil] 
vergleichbare neue Basiswert künftig zugrunde zu 
legen ist ([ebenfalls] der „Nachfolge-[Basiswert] 
[Korbbestandteil]“). Der Nachfolge-[Basiswert] 
[Korbbestandteil] sowie der Zeitpunkt seiner erst-
maligen Anwendung werden unverzüglich gemäss 
§ 11 dieser Bedingungen bekannt gemacht.] 

[(3) In the event that the non-listed security is terminated 
and/or replaced by another underlying, the Issuer 
and the Calculation Agent shall, provided that the 
Issuer has not terminated the Securities in 
accordance with § 7 [•] of these Conditions, 
determine at the reasonable discretion of the Issuer 
[in case of German law governed Warrants: 
(pursuant to § 315 of the BGB)] or, as the case may 
be, of the Calculation Agent [in case of German law 
governed Warrants: (pursuant to § 317 of the 
BGB)], after having made appropriate adjustments 
according to the paragraph above, which underlying, 
comparable with the underlying concept of the non-
listed security used as [the Underlying] [the Basket 
Component] shall be applicable in the future ([also] 
the “Successor [Underlying] [Basket 
Component]”). The Successor [Underlying] [Basket 
Component] and the date it is applied for the first 
time shall be published without undue delay in 
accordance with § 11 of these Conditions.] 

 [Jede in diesen Bedingungen enthaltene Bezug-
nahme auf den [Basiswert] [Korbbestandteil] gilt 
dann, sofern es der Zusammenhang erlaubt, als 
Bezugnahme auf den Nachfolge-[Basiswert] 
[Korbbestandteil].] 

 [Any reference in these Conditions to [the 
Underlying] [the Basket Component] shall, to the 
extent appropriate, be deemed to refer to the 
Successor [Underlying] [Basket Component].] 

[(4) Im Fall der endgültigen Einstellung der Notierung 
oder des Handels des nicht börsennotierten 
Wertpapiers in dem Massgeblichen Handelssystem 
und des gleichzeitigen Bestehens oder des Beginns 
der Notierung oder des Handels in einem anderen 
Handelssystem ist die Emittentin berechtigt, ein 
solches anderes Handelssystem durch Bekannt-
machung gemäss § 11 dieser Bedingungen als 
neues massgebliches Handelssystem ([ebenfalls] 
das „Ersatz-Handelssystem“) zu bestimmen, 
sofern die Emittentin die Wertpapiere nicht 
gemäss § 7 [•] dieser Bedingungen gekündigt hat. 
Im Fall einer solchen Ersetzung gilt jede in diesen 
Bedingungen enthaltene Bezugnahme auf das 
Massgebliche Handelssystem fortan als 
Bezugnahme auf das Ersatz-Handelssystem. Die 
vorgenannte Anpassung wird spätestens nach 
Ablauf [eines] [•] Monats nach der endgültigen 
Einstellung der Notierung oder des Handels des 
[Basiswerts] [Korbbestandteils] in dem 
Massgeblichen Handelssystem gemäss § 11 dieser 
Bedingungen bekannt gemacht.] 

[(4) If the quotation of or trading in the non-listed 
security in the Relevant Trading System is 
permanently discontinued while concurrently a 
quotation or trading is started up or maintained on 
another trading system, the Issuer shall be entitled to 
stipulate such other trading system as the new 
relevant trading system ([also] the “Substitute 
Trading System”) through publication in 
accordance with § 11 of these Conditions, provided 
that the Issuer has not terminated the Securities in 
accordance with § 7 [•] of these Conditions. In case 
of such a substitution any reference in these 
Conditions to the Relevant Trading System 
thereafter shall be deemed to refer to the Substitute 
Trading System. The adjustment described above 
shall be published in accordance with § 11 of these 
Conditions upon the expiry of [one] [•] month 
following the permanent discontinuation of the 
quotation of or trading in [the Underlying] [the 
Basket Component] in the Relevant Trading System 
at the latest.] 

[(5) Wenn der durch das [jeweilige] Massgebliche 
Handelssystem festgelegte und veröffentlichte Kurs 
des nicht börsennotierten Wertpapiers als 
[Basiswerts] [Korbbestandteils] im Nachhinein 
berichtigt wird, und die Berichtigung (der 
„Berichtigte Kurs“) von dem [jeweiligen] 
Massgeblichen Handelssystem nach der 
ursprünglichen Veröffentlichung, jedoch [noch 
innerhalb des Abwicklungszyklus] [bis zum 
Rückzahlungstag (ausschließlich)] [●] 
bekanntgegeben und veröffentlicht wird, sind die 
Emittentin und die Berechnungsstelle berechtigt, 

[(5) In the event that the Price of non-listed security 
used as [the Underlying] [the Basket Component] 
as determined and published by the [respective] 
Relevant Trading System is subsequently corrected 
and the correction (the “Corrected Price“) is 
published by the [respective] Relevant Trading 
System, after the original publication, but [until the 
Settlement Date (exclusive)] [still within one 
Settlement Cycle] [●], the Issuer and the 
Calculation Agent shall be entitled to effect, under 
consideration of the Corrected Price, adjustments to 
these Conditions at their reasonable discretion [in 
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nach billigem Ermessen [im Fall von 
Optionsscheine nach deutschem Recht: (gemäß 
§ 315 BGB bzw. § 317 BGB)], unter 
Berücksichtigung des Berichtigten Kurses 
Anpassungen dieser Bedingungen vorzunehmen, 
um der Berichtigung Rechnung zu tragen. Die 
Anpassung sowie der Zeitpunkt ihrer erstmaligen 
Anwendung werden unverzüglich gemäß § 11 
dieser Bedingungen bekannt gemacht.] 

case of German law governed Warrants: (pursuant 
to § 315 of the BGB or, as the case may be, § 317 
of the BGB)], to account for the correction. The 
adjustment and the date it is applied for the first 
time shall be published without undue delay in 
accordance with § 11 of these Conditions.] 

[(6) Anpassungen und Festlegungen nach den 
vorstehenden Absätzen werden durch die 
Emittentin bzw. von der Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)], unter Berücksichtigung der 
herrschenden Marktgegebenheiten und unter 
Wahrung des bisherigen wirtschaftlichen 
Ergebnisses der Wertpapiere vorgenommen. In 
Zweifelsfällen über die jeweils vorzunehmende 
Anpassung entscheidet die Emittentin über die 
Anwendung der Anpassungsregeln nach billigem 
Ermessen [im Fall von Optionsscheinen nach 
deutschem Recht: (gemäss § 315 BGB)]. 
Anpassungen und Festlegungen werden von der 
Emittentin nach § 11 dieser Bedingungen bekannt 
gemacht und sind (sofern nicht ein offensichtlicher 
Fehler vorliegt) für alle Beteiligten endgültig und 
bindend.] 

[(6) Adjustments and determinations pursuant to the 
paragraphs above shall be effected by the Issuer or, 
as the case may be, by the Calculation Agent, at its 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)], under 
consideration of the market conditions then 
prevailing and preserving the value of the previous 
economic development of the Securities. The Issuer 
reserves the right to determine at its reasonable 
discretion [in case of German law governed 
Warrants: (pursuant to § 315 of the BGB)] in cases 
of doubt the required adjustment. Any adjustment or 
determination shall be published by the Issuer in 
accordance with § 11 of these Conditions and shall 
be final, conclusive and binding on all parties, 
except where there is a manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[im Fall von Währungswechselkursen als Basiswert 
bzw. Korbbestandteil folgenden § 6 [•] einfügen: 
 
 

§ 6 [•] 
Anpassungen; [Nachfolge-Basiswert [Nachfolge-

Korbbestandteil]; Ersatz-Devisenmarkt 
 

 
[in case of currency exchange rates as the Underlying or 
Basket Component, as the case may be, insert the 
following § 6 [•]: 
 

§ 6 [•] 
Adjustments; [Successor Underlying] [Successor 

Basket Component]; Substitute Exchange Market 

[(1) Sind die Emittentin und die Berechnungsstelle 
nach Ausübung billigen Ermessens [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB bzw. § 317 BGB)] der Ansicht, dass 
eine erhebliche Änderung der Marktbedingungen 
an dem für die Berechnung und Bestimmung des 
Kurses des Währungswechselkurses als 
[Basiswert] [Korbbestandteil] zuständigen 
Massgeblichen Devisenmarkt eingetreten ist, ist 
die Emittentin berechtigt, Anpassungen dieser 
Bedingungen vorzunehmen, um den geänderten 
Marktbedingungen Rechnung zu tragen.] 

[(1) If, in the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)], a material change in the market conditions 
occurred in relation to the Relevant Exchange 
Market relevant for the calculation and 
determination of the price of the currency exchange 
rate used as [the Underlying] [the Basket 
Component], the Issuer shall be entitled to effect 
adjustments to these Conditions to count for these 
changed market conditions.] 

[(2) Veränderungen in der Berechnung (einschliesslich 
Bereinigungen) des Währungswechselkurses oder 
der Zusammensetzung oder Gewichtung der Kurse 
oder anderer Bezugsgrössen, auf deren Grundlage 
der Währungswechselkurs berechnet wird, führen 
nicht zu einer Anpassung, es sei denn, dass das 
massgebende Konzept und die Berechnung des 
[Basiswerts] [Korbbestandteils] infolge einer 

[(2) Any changes in the calculation (including 
corrections) of the currency exchange rate or of the 
composition or of the weighting of the prices or 
other reference assets, which form the basis of the 
calculation of the currency exchange rate, shall not 
lead to an adjustment unless the Issuer and the 
Calculation Agent, upon exercise of their reasonable 
discretion [in case of German law governed 



 

 

 

UBS AG Base Prospectus 

 

137

Veränderung (einschliesslich einer Bereinigung) 
nach Auffassung der Emittentin und der 
Berechnungsstelle nach billigem Ermessen [im 
Fall von Optionsscheinen nach deutschem Recht: 
(gemäss § 315 BGB bzw. § 317 BGB)] nicht mehr 
vergleichbar sind mit dem bisher massgebenden 
Konzept oder der massgebenden Berechnung des 
[Basiswert] [Korbbestandteil]. Eine Anpassung 
kann auch bei Aufhebung des [Basiswerts] [Korb-
bestandteils] und/oder seiner Ersetzung durch 
einen anderen Basiswert erfolgen.] 

Warrants: (pursuant to § 315 of the BGB or, as the 
case may be, § 317 of the BGB)], determine that the 
underlying concept and the calculation (including 
corrections) of [the Underlying] [the Basket 
Component] are no longer comparable to the 
underlying concept or calculation of [the 
Underlying] [the Basket Component] applicable 
prior to such change. Adjustments may also be made 
as a result of the termination of [the Underlying] [the 
Basket Component] and/or its substitution by 
another underlying.] 

 [Zum Zweck einer Anpassung ermitteln die 
Emittentin und die Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] einen angepassten Wert je Einheit 
des Währungswechselkurses, der bei der 
Bestimmung des Kurses des [Basiswerts] [Korb-
bestandteils] zugrunde gelegt wird und in seinem 
wirtschaftlichen Ergebnis der bisherigen Regelung 
entspricht, und bestimmen unter Berücksichtigung 
des Zeitpunkts der Veränderung den Tag, zu dem 
der angepasste Wert je Einheit des 
Währungswechselkurses erstmals zugrunde zu 
legen ist. Der angepasste Wert je Einheit des 
[Basiswerts] [des Korbbestandteils] sowie der 
Zeitpunkt seiner erstmaligen Anwendung werden 
unverzüglich gemäss § 11 dieser Bedingungen 
bekannt gemacht.] 

 [For the purpose of making any adjustments, the 
Issuer and the Calculation Agent shall at their 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)] 
determine an adjusted value per unit of the currency 
exchange rate as the basis of the determination of the 
Price of [the Underlying] [the Basket Component], 
which in its result corresponds with the economic 
result prior to this change, and shall, taking into 
account the time the change occurred, determine the 
day, on which the adjusted value per unit of the 
currency exchange rate shall apply for the first time. 
The adjusted value per unit of [the Underlying] [the 
Basket Component] as well as the date of its first 
application shall be published without undue delay 
pursuant to § 11 of these Conditions.] 

[(3) Wird eine im Zusammenhang mit einem 
Währungswechselkurs verwendete Währung in 
ihrer Funktion als gesetzliches Zahlungsmittel des 
Landes oder der Rechtsordnung bzw. der Länder 
oder Rechtsordnungen, welche die Behörde, 
Institution oder sonstige Körperschaft unterhalten, 
die diese Währung ausgibt, durch eine andere 
Währung ersetzt oder mit einer anderen Währung 
zu einer gemeinsamen Währung verschmolzen, so 
wird, sofern die Emittentin die Wertpapiere nicht 
gemäss § 7 [•] dieser Bedingungen gekündigt hat, 
die im Zusammenhang mit einem Währungs-
wechselkurs als [Basiswert] [Korbbestandteil] 
verwendete betroffene Währung für die Zwecke 
dieser Bedingungen durch die andere bzw. 
gemeinsame Währung, gegebenenfalls unter Vor-
nahme entsprechender Anpassungen nach dem 
vorstehenden Absatz, ersetzt ([ebenfalls]der 
„Nachfolge-[Basiswert] [Korbbestandteil]“). 
Der Nachfolge-[Basiswert] [Korbbestandteil] 
sowie der Zeitpunkt seiner erstmaligen 
Anwendung werden unverzüglich gemäss § 11 
dieser Bedingungen bekannt gemacht.] 

[(3) In the event that a currency used in relation to the 
currency exchange rate is, in its function as legal 
tender, in the country or jurisdiction, or countries or 
jurisdictions, maintaining the authority, institution or 
other body which issues such currency, replaced by 
another currency, or merged with another currency 
to become a common currency, the currency used in 
connection with the currency exchange rate used as 
[the Underlying] [the Basket Component] is, 
provided that the Issuer has not terminated the 
Securities in accordance with § 7 [•] of these 
Conditions, for the purposes of these Conditions 
replaced, if applicable, after having made 
appropriate adjustments according to the paragraph 
above, by such replacing or merged currency ([also] 
the “Successor [Underlying] [Basket 
Component]”). The Successor [Underlying] [Basket 
Component] and the date it is applied for the first 
time shall be published without undue delay in 
accordance with § 11 of these Conditions.] 

 [Jede in diesen Bedingungen enthaltene Bezug-
nahme auf den [Basiswert] [Korbbestandteil] gilt 
dann, sofern es der Zusammenhang erlaubt, als 
Bezugnahme auf den Nachfolge-[Basiswert] 
[Korbbestandteil].] 

 [Any reference in these Conditions to [the 
Underlying] [the Basket Component] shall, to the 
extent appropriate, be deemed to refer to the 
Successor [Underlying] [Basket Component].] 

[(4) Im Fall der endgültigen Einstellung der Notierung 
oder des Handels einer im Zusammenhang mit 

[(4) If the quotation of or trading in the currency used in 
connection with the currency exchange rate on the 
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dem Währungswechselkurs verwendeten Währung 
in dem Massgeblichen Devisenmarkt und des 
gleichzeitigen Bestehens oder des Beginns der 
Notierung oder des Handels in einem anderen 
internationalen Devisenmarkt ist die Emittentin 
berechtigt, einen solchen anderen internationalen 
Devisenmarkt durch Bekanntmachung gemäss 
§ 11 dieser Bedingungen als neuen massgeblichen 
internationalen Devisenmarkt (der „Ersatz-
Devisenmarkt“) zu bestimmen, sofern die 
Emittentin die Wertpapiere nicht gemäss § 7 [•] 
dieser Bedingungen gekündigt hat. Im Fall einer 
solchen Ersetzung gilt jede in diesen Bedingungen 
enthaltene Bezugnahme auf den Massgeblichen 
Devisenmarkt fortan als Bezugnahme auf den 
Ersatz-Devisenmarkt. Die vorgenannte Anpassung 
wird spätestens nach Ablauf [eines] [•] Monats 
nach der endgültigen Einstellung der Notierung 
oder des Handels der im Zusammenhang mit dem 
Währungswechselkurs als [Basiswert] [Korb-
bestandteil] verwendeten Währung in dem 
Massgeblichen Devisenmarkt gemäss § 11 dieser 
Bedingungen bekannt gemacht.] 

Relevant Exchange Market is permanently 
discontinued while concurrently a quotation or 
trading is started up or maintained on another 
international foreign exchange market, the Issuer 
shall be entitled to stipulate such other international 
foreign exchange market as the new relevant 
international foreign exchange market (the 
“Substitute Exchange Market”) through 
publication in accordance with § 11 of these 
Conditions, provided that the Issuer has not 
terminated the Securities in accordance with § 7 [•] 
of these Conditions. In case of such a substitution, 
any reference in these Conditions to the Relevant 
Exchange Market thereafter shall be deemed to refer 
to the Substitute Exchange Market. The adjustment 
described above shall be published in accordance 
with § 11 of these Conditions upon the expiry of 
[one] [•] month following the permanent 
discontinuation of the quotation of or trading in the 
currency used in connection with the currency 
exchange rate used as [the Underlying] [the Basket 
Component] on the Relevant Exchange Market, at 
the latest.] 

[(5) Anpassungen und Festlegungen nach den 
vorstehenden Absätzen werden durch die 
Emittentin bzw. von der Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)], unter Berücksichtigung der 
herrschenden Marktgegebenheiten und unter 
Wahrung des bisherigen wirtschaftlichen 
Ergebnisses der Wertpapiere vorgenommen. In 
Zweifelsfällen über die jeweils vorzunehmende 
Anpassung entscheidet die Emittentin über die 
Anwendung der Anpassungsregeln nach billigem 
Ermessen [im Fall von Optionsscheinen nach 
deutschem Recht: (gemäss § 315 BGB)]. 
Anpassungen und Festlegungen werden von der 
Emittentin nach § 11 dieser Bedingungen bekannt 
gemacht und sind (sofern nicht ein offensichtlicher 
Fehler vorliegt) für alle Beteiligten endgültig und 
bindend.] 

[(5) Adjustments and determinations pursuant to the 
paragraphs above shall be effected by the Issuer or, 
as the case may be, by the Calculation Agent, at its 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)], under 
consideration of the market conditions then 
prevailing and preserving the value of the previous 
economic development of the Securities. The Issuer 
reserves the right to determine at its reasonable 
discretion [in case of German law governed 
Warrants: (pursuant to § 315 of the BGB)] in cases 
of doubt the required adjustment. Any adjustment or 
determination shall be published by the Issuer in 
accordance with § 11 of these Conditions and shall 
be final, conclusive and binding on all parties, 
except where there is a manifest error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[im Fall eines Index als Basiswert bzw. Korbbestandteil 
folgenden § 6 [•] einfügen: 
 
 

§ 6 [•] 
Anpassungen; Nachfolge-Index Sponsor; [Nach-

folge-Basiswert] Nachfolge-Korbbestandteil] 
 

 
[in case of an Index as the Underlying or Basket 
Component, as the case may be, insert the following 
§ 6 [•]: 
 

§ 6 [•] 
Adjustments; Successor Index Sponsor; [Successor 

Underlying] [Successor Basket Component] 
 

[(1) Sollte der Index als [Basiswert] [Korbbestandteil] 
endgültig nicht mehr vom Index Sponsor 
verwaltet, berechnet und veröffentlicht werden, ist 
die Emittentin berechtigt, den Index Sponsor durch 
eine Person, Gesellschaft oder Institution, die für 
die Berechnungsstelle und die Emittentin nach 

[(1) If the Index used as [the Underlying] [the Basket 
Component] is ultimately not maintained, calculated 
and published by the Index Sponsor any longer, the 
Issuer shall be entitled to replace the Index Sponsor 
by a person, company or institution, which is 
acceptable to the Calculation Agent and the Issuer at 
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billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] akzeptabel ist (der „Nachfolge-
Index Sponsor“), zu ersetzen.] 

their reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)] (the 
“Successor Index Sponsor”).] 

 [In diesem Fall gilt dieser Nachfolge-Index 
Sponsor als Index Sponsor und jede in diesen 
Bedingungen enthaltene Bezugnahme auf den 
Index Sponsor als Bezugnahme auf den 
Nachfolge-Index Sponsor.] 

 [In such case, the Successor Index Sponsor will be 
deemed to be the Index Sponsor and each reference 
in these Conditions to the Index Sponsor shall be 
deemed to refer to the Successor Index Sponsor.] 

[(2) Veränderungen in der Berechnung (einschliesslich 
Bereinigungen) des Index oder der Zusammen-
setzung oder Gewichtung der Indexbestandteile, 
auf deren Grundlage der [Basiswert] [Korb-
bestandteil] berechnet wird, führen nicht zu einer 
Anpassung, es sei denn, dass das massgebende 
Konzept und die Berechnung des [Basiswerts] [des 
Korbbestandteils] infolge einer Veränderung (ein-
schliesslich einer Bereinigung) nach Auffassung 
der Emittentin und der Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] nicht mehr vergleichbar sind mit dem 
bisher massgebenden Konzept oder der 
massgebenden Berechnung des Index. Dies gilt 
insbesondere, wenn sich aufgrund irgendeiner 
Änderung trotz gleich bleibender Kurse der in dem 
Index enthaltenen Einzelwerte und ihrer Gewich-
tung eine wesentliche Änderung des Werts des 
Index ergibt. Eine Anpassung kann auch bei 
Aufhebung des Index und/oder seiner Ersetzung 
durch einen anderen Basiswert erfolgen.] 

[(2) Any changes in the calculation (including 
corrections) of the Index or of the composition or of 
the weighting of the Index components, on which 
the calculation of [the Underlying] [the Basket 
Component] is based, shall not lead to an adjustment 
unless the Issuer and the Calculation Agent, upon 
exercise of their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)], determine that the underlying concept and 
the calculation (including corrections) of [the 
Underlying] [the Basket Component] are no longer 
comparable to the underlying concept or calculation 
of the Index applicable prior to such change. This 
applies especially, if due to any change the Index 
value changes considerably, although the prices and 
weightings of the components included in the Index 
remain unchanged. Adjustments may also be made 
as a result of the termination of the Index and/or its 
substitution by another underlying.] 

 [Zum Zweck einer Anpassung ermitteln die 
Emittentin und die Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] einen angepassten Wert je Einheit 
des Index, der bei der Bestimmung des Kurses des 
[Basiswerts] [Korbbestandteils] zugrunde gelegt 
wird und in seinem wirtschaftlichen Ergebnis der 
bisherigen Regelung entspricht, und bestimmen 
unter Berücksichtigung des Zeitpunkts der Verän-
derung den Tag, zu dem der angepasste Wert je 
Einheit des Index erstmals zugrunde zu legen ist. 
Der angepasste Wert je Einheit des [Basiswerts] 
[Korbbestandteils] sowie der Zeitpunkt seiner 
erstmaligen Anwendung werden unverzüglich 
gemäss § 11 dieser Bedingungen bekannt 
gemacht.] 

 [For the purpose of making any adjustments, the 
Issuer and the Calculation Agent shall at their 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)] 
determine an adjusted value per unit of the Index as 
the basis of the determination of the Price of [the 
Underlying] [the Basket Component], which in its 
result corresponds with the economic result prior to 
this change, and shall, taking into account the time 
the change occurred, determine the day, on which 
the adjusted value per unit of the Index shall apply 
for the first time. The adjusted value per unit of [the 
Underlying] [the Basket Component] as well as the 
date of its first application shall be published without 
undue delay pursuant to § 11 of these Conditions.] 

[(3) Erlischt die Erlaubnis [der Emittentin] [und] [oder] 
[der Berechnungsstelle], den Index als [Basiswert] 
[Korbbestandteil] für die Zwecke der Wertpapiere 
zu verwenden oder wird der Index aufgehoben 
und/oder durch einen anderen Index ersetzt, legen 
die Emittentin und die Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)], gegebenenfalls unter entsprechender 
Anpassung nach dem vorstehenden Absatz, fest, 
welcher Index künftig zugrunde zu legen ist 

[(3) In the event that the authorisation [of the Issuer] 
[and] [or] [of the Calculation Agent] to use the Index 
used as [the Underlying] [the Basket Component] 
for the purposes of the Securities is terminated or 
that the Index is terminated and/or replaced by 
another index, the Issuer and the Calculation Agent 
shall determine at their reasonable discretion [in 
case of German law governed Warrants: (pursuant 
to § 315 of the BGB or, as the case may be, § 317 of 
the BGB)], after having made appropriate adjust-
ments according to the paragraph above, which 
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([ebenfalls] der „Nachfolge-[Basiswert] [Korb-
bestandteil]“). Der Nachfolge-[Basiswert] [Korb-
bestandteil] sowie der Zeitpunkt seiner erstmaligen 
Anwendung werden unverzüglich gemäss § 11 
dieser Bedingungen bekannt gemacht.] 

index shall be applicable in the future ([also] the 
“Successor [Underlying] [Basket Component]”). 
The Successor [Underlying] [Basket Component] 
and the date it is applied for the first time shall be 
published without undue delay in accordance with 
§ 11 of these Conditions.] 

 [Jede in diesen Bedingungen enthaltene Bezug-
nahme auf den [Basiswert] [Korbbestandteil] gilt 
dann, sofern es der Zusammenhang erlaubt, als 
Bezugnahme auf den Nachfolge-[Basiswert] 
[Korbbestandteil].] 

 [Any reference in these Conditions to [the 
Underlying] [the Basket Component] shall, to the 
extent appropriate, be deemed to refer to the 
Successor [Underlying] [Basket Component].] 

[(4) Ist nach Ansicht der Emittentin und der 
Berechnungsstelle, nach billigem Ermessen [im 
Fall von Optionsscheinen nach deutschem Recht: 
(gemäss § 315 BGB bzw. § 317 BGB)], eine 
Anpassung oder die Festlegung [eines [Nachfolge-
Basiswert] [eines [Nachfolge-Korbbestandteil], 
aus welchen Gründen auch immer, nicht möglich, 
werden die Emittentin und die Berechnungsstelle 
für die Weiterrechnung und Veröffentlichung des 
Index auf der Grundlage des bisherigen Indexkon-
zepts und des letzten festgestellten Werts des 
Index Sorge tragen. Eine derartige Fortführung 
wird unverzüglich gemäss § 11 dieser 
Bedingungen bekannt gemacht.] 

[(4) If, in the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)], an adjustment or the determination of 
[a Successor Underlying] [a Successor Basket 
Component] is not possible, for whatsoever reason, 
the Issuer and the Calculation Agent shall provide 
for the continued calculation and publication of the 
Index on the basis of the existing Index concept and 
the last determined value of the Index. Any such 
continuation shall be published without undue delay 
pursuant to § 11 of these Conditions.] 

[(5) Wenn der durch den [jeweiligen] Index Sponsor 
festgelegte und veröffentlichte Kurs des Index als 
[Basiswerts] [Korbbestandteils] im Nachhinein 
berichtigt wird, und die Berichtigung (der 
„Berichtigte Kurs“) von dem jeweiligen Index 
Sponsor nach der ursprünglichen Veröffentlichung, 
jedoch [noch innerhalb des Abwicklungszyklus] 
[bis zum Rückzahlungstag (ausschließlich)] [●] 
bekanntgegeben und veröffentlicht wird, sind die 
Emittentin und die Berechnungsstelle berechtigt, 
nach billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäß 
§ 315 BGB bzw. § 317 BGB)], unter 
Berücksichtigung des Berichtigten Kurses 
Anpassungen dieser Bedingungen vorzunehmen, 
um der Berichtigung Rechnung zu tragen. Die 
Anpassung sowie der Zeitpunkt ihrer erstmaligen 
Anwendung werden unverzüglich gemäß § 11 
dieser Bedingungen bekannt gemacht.] 

[(5) In the event that the Price of the Index Sponsor 
used as [the Underlying] [the Basket Component] 
as determined and published by the [respective] 
Index Sponsor is subsequently corrected and the 
correction (the “Corrected Price“) is published by 
the Index Sponsor after the original publication, but 
[until the Settlement Date (exclusive)] [still within 
one Settlement Cycle] [●], the Issuer and the 
Calculation Agent shall be entitled to effect, under 
consideration of the Corrected Price, adjustments to 
these Conditions at their reasonable discretion [in 
case of German law governed Warrants: (pursuant 
to § 315 of the BGB or, as the case may be, § 317 
of the BGB)], to account for the correction. The 
adjustment and the date it is applied for the first 
time shall be published without undue delay in 
accordance with § 11 of these Conditions.] 

[(6) Anpassungen und Festlegungen nach den 
vorstehenden Absätzen werden durch die 
Emittentin nach billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB)] bzw. von der Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 317 BGB)], 
vorgenommen und von der Emittentin nach § 11 
dieser Bedingungen bekannt gemacht. 
Anpassungen und Festlegungen sind (sofern nicht 
ein offensichtlicher Fehler vorliegt) für alle 
Beteiligten endgültig und bindend.] 

[(6) The adjustments and determinations of the Issuer 
pursuant to the paragraphs above shall be effected by 
the Issuer at its reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB)] or, as the case may be, by the 
Calculation Agent [in case of German law governed 
Warrants: (pursuant to § 317 of the BGB)] and shall 
be published by the Issuer in accordance with § 11 
of these Conditions. Any adjustment and 
determination shall be final, conclusive and binding 
on all parties, except where there is a manifest 
error.] 

[(7) Das Recht der Emittentin zur Kündigung gemäss 
§ 7 [•] dieser Bedingungen bleibt hiervon 
unberührt.] 

[(7) The Issuer’s right of termination in accordance with 
§ 7 [•] of these Conditions remains unaffected.] 
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[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[im Fall eines Fondsanteils als Basiswert bzw. 
Korbbestandteil folgenden § 6 [•] einfügen: 
 
 

§ 6 [•] 
Anpassungen; Nachfolge-[Basiswert]  

[Korbbestandteil] 
 

 
[in case of a fund unit as the Underlying or Basket 
Component, as the case may be, insert the following 
§ 6 [•]: 
 

§ 6 [•] 
Adjustments; Successor [Underlying]  

[Basket Component] 

[(1) Bei Eintritt oder dem wahrscheinlichen Eintritt 
eines Ersetzungsgrunds (§ 6 [•] (2)) in Bezug auf 
den Fondsanteil als [Basiswert] [Korbbestandteil] 
können die Emittentin und die Berechnungsstelle, 
wenn sie nach billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB bzw. § 317 BGB)] der Ansicht sind, 
dass dieser Grund wesentlich ist und sich 
nachteilig auf den [Basiswert] [Korbbestandteil] 
oder die Berechnung des NAV des Fondsanteils 
auswirkt,] 

[(1) If a Replacement Event (§ 6 [•] (2)) in respect of the 
Fund Unit used as [the Underlying] [the Basket 
Component] occurs or is likely to occur, the Issuer 
and the Calculation Agent may, if they determine at 
their reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)], that such 
event is material and adversely affects [the 
Underlying] [the Basket Component] or the 
calculation of the NAV of the Fund Unit,] 

[(i) einen anderen Investmentfonds, der nach 
Ansicht der Emittentin und der 
Berechnungsstelle bei Ausübung billigen 
Ermessens [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB 
bzw. § 317 BGB)] eine ähnliche Strategie 
und Liquidität aufweist ([ebenfalls] der 
„Nachfolge-[Basiswert] [Korbbestand-
teil]“), auswählen und/oder] 

[(i) select an alternative investment fund, which the 
Issuer and the Calculation Agent determine at 
their reasonable discretion [in case of German 
law governed Warrants: (pursuant to § 315 of 
the BGB or, as the case may be, § 317 of the 
BGB)] to have a similar strategy and liquidity 
([also] the “Successor [Underlying] [Basket 
Component]”) and/or] 

[(ii) Anpassungen an Berechnungsmethoden, 
Werten oder Regelungen in Bezug auf die 
Wertpapiere vornehmen, die (nach Ausübung 
billigen Ermessens [im Fall von 
Optionsscheinen nach deutschem Recht: 
(gemäss § 315 BGB bzw. § 317 BGB)] durch 
den Ersetzungsgrund erforderlich werden.] 

[(ii) make any adjustments to any calculation 
methods, values or terms in respect of the 
Securities that they determine at their 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the 
BGB or, as the case may be, § 317 of the 
BGB)] to be necessary to account for such 
Replacement Event.] 

[(2) „Ersetzungsgrund“ bezeichnet einen der 
folgenden Umstände:] 

[(2) “Replacement Event” means any of the following:] 

[(a) Die Anlagestrategie oder das Anlageziel des 
Investmentfonds (die „Strategie“) weicht 
wesentlich von der Strategie am 
[Emissionstag] [Festlegungstag] bzw. an dem 
Tag, zu dem [der Basiswert] [der Korb-
bestandteil] nach diesen Bestimmungen 
angepasst wurde, oder von der Strategie, die 
in dem Verkaufsprospekt oder anderen im 
Zusammenhang mit der Vermarktung des 
Investmentfonds erstellten Unterlagen 
(zusammen die „Unterlagen“) beschrieben 
wird, oder von den Regeln in Bezug auf den 
Investmentfonds ab.] 

[[(a) The investment strategy or investment 
objective of an Investment Fund (the 
“Strategy”) differs substantially from the 
Strategy at the [Issue Date] [Fixing Date] or the 
date on which [the Underlying] [the Basket 
Component] was adjusted in accordance with 
these Conditions, as the case may be, or from 
the Strategy outlined in the prospectus or other 
documents prepared in connection with the 
marketing of the Investment Fund (together the 
“Documents”) or from the rules in relation to 
the Investment Fund.] 

[([a] [b]) Die Frequenz, mit welcher ein 
Fondsanteil gehandelt werden kann, (die 
„Handelsfrequenz“) wird geändert und 
weicht nun von der Handelsfrequenz am 
[Emissionstag] [Festlegungstag] bzw. an dem 

[([a] [b]) The frequency at which the Fund Unit can 
be traded (the “Trading Frequency”) is 
changed and now differs from the Trading 
Frequency at the [Issue Date] [Fixing Date] or 
the date on which [the Underlying] [the Basket 
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Tag, zu dem [der Basiswert] [der Korb-
bestandteil] nach diesen Bestimmungen 
angepasst wurde, oder von der 
Handelsfrequenz, die in den Unterlagen 
beschrieben wird, oder von den Regeln in 
Bezug auf den Investmentfonds ab.] 

Component] was adjusted in accordance with 
these Conditions, as the case may be, or from 
the Trading Frequency outlined in the 
Documents or from the rules in relation to the 
Investment Fund.] 

[([•])  Die Währung, in der der NAV eines 
Investmentfonds veröffentlicht wird, (die 
„Währungseinheit“) wird geändert und 
weicht nun von der Währung am 
[Emissionstag] [Festlegungstag] bzw. an dem 
Tag, zu dem [der Basiswert] [der Korb-
bestandteil] nach diesen Bestimmungen 
angepasst wurde, oder von der Währungs-
einheit, die in den Unterlagen beschrieben 
wird, oder von den Regeln in Bezug auf den 
Investmentfonds ab.] 

[([•])  The currency denomination in which the 
NAV of the Investment Fund is published (the 
“Currency Denomination”) is changed and 
now differs from the Currency Denomination 
at the [Issue Date] [Fixing Date] or the date on 
which [the Underlying] [the Basket 
Component] was adjusted in accordance with 
these Conditions, as the case may be, or from 
the Currency Denomination outlined in the 
Documents or from the rules in relation to the 
Investment Fund.] 

[([•])  Die Frequenz der Veröffentlichung 
oder der Zeitraum zwischen Berechnung und 
Veröffentlichung oder die 
Berechnungsmethode, jeweils in Bezug auf 
den NAV (oder einen vorläufigen oder 
geschätzten NAV) (die „NAV-Frequenz“) 
wird geändert und weicht nun von der NAV-
Frequenz am [Emissionstag] [Festlegungstag] 
bzw. an dem Tag, zu dem [der Basiswert] 
[der Korbbestandteil] nach diesen 
Bestimmungen angepasst wurde, oder von 
der NAV-Frequenz, die in den Unterlagen 
beschrieben wird, oder von den Regeln in 
Bezug auf den Investmentfonds ab.] 

[([•]) In respect of the NAV (or any preliminary or 
estimated NAV) the frequency of publication 
or the time delay between calculation and 
publication or the calculation method (the 
“NAV Frequency”) is changed and now 
differs from the NAV Frequency at the [Issue 
Date] [Fixing Date] or the date on which [the 
Underlying or, as the case may be, [the 
Underlying] [the Basket Component] was 
adjusted in accordance with these Conditions, 
as the case may be, or from the NAV 
Frequency outlined in the Documents or from 
the rules in relation to the Investment Fund.] 

[([•]) Der Investmentfonds führt Gebühren oder 
Kosten, die dem Vermögen des 
Investmentfonds belastet werden, ein oder 
erhöht diese bzw. führt einen Ausgabe-
aufschlag oder eine Rücknahmegebühr ein.] 

[([•]) The Investment Fund introduces or increases 
charges or fees payable out of the assets of the 
Investment Fund or charges a subscription fee 
or redemption fee.] 

[([•]) Der Betrieb oder die Organisation des 
Investmentfonds (insbesondere Struktur, 
Verfahren oder Richtlinien) oder die 
Anwendung solcher Verfahren oder 
Richtlinien hat sich gegenüber dem 
[Emissionstag] [Festlegungstag] bzw. an dem 
Tag, zu dem [der Basiswert] [der Korb-
bestandteil] nach diesen Bestimmungen 
angepasst wurde, geändert.] 

[[([•]) The operation or organisation of the 
Investment Fund (in particular structure, 
procedures or policies) or the application of 
such procedures or policies has changed from 
that at the [Issue Date] [Fixing Date] or the 
date on which [the Underlying] [the Basket 
Component] was adjusted in accordance with 
these Conditions, as the case may be.] 

[([•]) Die aufsichtsrechtliche oder steuerliche 
Behandlung in Bezug auf den 
Investmentfonds ändert sich.] 

[[([•]) The regulatory or tax treatment applicable 
with respect to the Investment Fund is 
changed.] 

[([•]) Die Anzahl von Anteilen oder Aktien des 
Investmentfonds, seiner Teilfonds oder 
Anteilklassen, die ein Investor halten darf, 
wird aufgrund Gesetzes oder behördlicher 
Massnahmen beschränkt.] 

[([•]) The introduction of any restriction by law or 
regulatory measures of the holding of units or 
shares of the Investment Fund, its sub-funds 
and/or its share classes, if any, that may be held 
by an investor in the Investment Fund.] 

[([•]) Jede Aussetzung oder Beschränkung des 
Handels in dem Fondsanteil, (wegen 
Liquiditätsbeschränkungen oder aus anderen 
Gründen), soweit diese nicht bereits zuvor an 
dem [Emissionstag] [Festlegungstag] bzw. zu 
dem Tag, zu dem [der Basiswert] [der Korb-

[([•]) Any suspension of or limitation imposed on 
trading in the Fund Unit (by reason of liquidity 
restrictions or otherwise) other than those 
existing on the [Issue Date] [Fixing Date] or 
the date on which [the Underlying] [the Basket 
Component] was adjusted in accordance with 
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bestandteil] nach diesen Bestimmungen 
angepasst wurde, bestanden, wie in den 
Regeln in Bezug auf den Investmentfonds 
beschrieben.] 

these Conditions, as the case may be, as laid 
out in the rules in relation to the Investment 
Fund.] 

[([•]) Der Investmentfonds verlangt, dass ein 
(beliebiger) Investor seine Anteile ganz oder 
teilweise zurückgibt.] 

[([•]) The Investment Fund requires a partial or 
whole redemption of units or shares from any 
of the investors in the Investment Fund.] 

[([•]) Es wird erwartet, dass ein beliebiger 
Investor bei einer Rückgabe der Anteile an 
dem Investmentfonds nicht den vollen Erlös 
(Rückkaufwert) innerhalb der üblichen, unter 
den in den Dokumenten dargelegten 
normalen Marktbedingungen anwendbaren, 
Zahlungsfrist für Rücknahmen erhalten 
würde.] 

[([•]) It is expected that upon redemption of units or 
shares any investor in the Investment Fund 
does not receive the full proceeds (redemption 
value) within the regular period for redemption 
payments applicable under normal market 
conditions set out in the Documents.] 

[([•]) Der Investmentfonds oder sein Investment 
Manager unterliegt der Liquidation, 
Auflösung, Einstellung oder 
Zwangsvollstreckung, oder der Investment 
Manager deutet an, dass die Strategie nicht 
eingehalten werden wird oder beabsichtigt, 
empfiehlt oder initiiert die Liquidation, 
Auflösung oder Einstellung des 
Investmentfonds.] 

[([•]) The Investment Fund or its investment 
manager is or becomes subject to liquidation, 
dissolution, discontinuance or execution, or the 
investment manager indicates that the Strategy 
will not be met or proposes, recommends or 
initiates the liquidation, dissolution or 
discontinuance of the Investment Fund.] 

[([•]) Der Investmentfonds oder sein Investment 
Manager oder Angestellte von diesen 
unterfallen der Überwachung oder 
Untersuchung einer Aufsichts- oder sonstigen 
Behörde oder werden unter Anklage oder 
Strafverfolgung gestellt.] 

[([•]) The Investment Fund or its investment 
manager or any of their employees are placed 
under review or investigation by any regulatory 
or other authority or are subject to any charges 
or prosecution.] 

[([•]) Der Investmentfonds oder sein Investment 
Manager wird Partei einer gerichtlichen oder 
aussergerichtlichen Auseinandersetzung.] 

[([•]) The Investment Fund or its investment 
manager becomes party to any litigation or 
dispute.] 

[([•]) Der Administrator des Investmentfonds 
versäumt es, den NAV wie vorgesehen zu 
berechnen oder zu veröffentlichen oder 
versäumt es, andere Informationen bezüglich 
des Investmentfonds zu veröffentlichen, die 
nach den Regeln oder den Unterlagen zu 
veröffentlichen wären.] 

[[([•]) The Investment Fund’s administrator fails to 
calculate or publish the NAV as scheduled or 
fails to publish any other information relating 
to the Investment Fund to be published in 
accordance with its rules or the Documents.]] 

[([•]) Ein von einem Wirtschaftsprüfer geprüfter 
NAV weicht von dem veröffentlichten NAV 
ab, oder die Wirtschaftsprüfer des 
Investmentfonds versehen ihren Bericht in 
Bezug auf den Investmentfonds oder einen 
NAV mit Einschränkungen oder weigern 
sich, einen uneingeschränkten Bericht 
abzugeben.] 

[([•]) The audited NAV differs from the 
published NAV, or the auditors of the 
Investment Fund qualify any audit report or 
refuse to provide an unqualified audit report in 
respect of the Investment Fund or the NAV.] 

[([•]) Versäumnis des Investment Managers des 
Investmentfonds, in einer angemessenen und 
zeitnahen Weise auf einen Verstoss gegen 
Verpflichtungen, Zusicherungen oder 
Vereinbarungen aus dem Anlage-
Managementvertrag für den Investmentfonds 
zu reagieren.] 

[([•]) The investment manager of the 
Investment Fund fails to react in an appropriate 
and timely manner to any breach of 
representations, covenants and agreements 
under the investment management agreement 
relating to the Investment Fund.] 

[([•]) Rücktritt, Kündigung, Aufhebung der 
Registrierung oder eine sonstige 
Veränderung in Bezug auf den Investment 

[([•]) Resignation, termination, loss of registration 
or any other change in respect of the 
investment manager of the Investment Fund or 
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Manager des Investmentfonds oder eine 
Veränderung im Personal des Investment 
Managers oder der Dienstleistungs-
unternehmen des Investmentfonds.] 

any change in the personnel of the investment 
manager or in the service providers to the 
Investment Fund.] 

[([•]) Die Beteiligung eines Investors an Anteilen 
oder Aktien des Investmentfonds, seiner 
Teilfonds oder Anteilklassen, überschreitet 
20 % der Anteile oder Aktien des 
Investmentfonds, seiner Teilfonds oder 
Anteilklassen.] 

[([•]) An investor’s holding of units or shares of the 
Investment Fund, its sub-funds and/or its share 
classes, if any, exceeds 20 % of the 
Investment Fund, its sub-funds and/or its share 
classes.] 

 [Auf andere als die vorstehend bezeichneten 
Ereignisse, die nach Auffassung der Emittentin 
und der Berechnungsstelle nach billigem Ermessen 
[im Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. § 317 BGB)] in 
ihren wirtschaftlichen Auswirkungen diesen 
Ereignissen vergleichbar sind, und die Einfluss auf 
den rechnerischen Wert des Fondsanteil haben 
können, sind die beschriebenen Regeln 
entsprechend anzuwenden.] 

 [The provisions set out above shall apply mutatis 
mutandis to events other than those mentioned 
above, if the Issuer and the Calculation Agent, upon 
exercise of their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)], determine that the economic effects of these 
events are comparable and may have an impact on 
the calculational value of the Fund Unit.] 

 [Jede in diesen Bedingungen enthaltene Bezug-
nahme auf den [Basiswert] [Korbbestandteil] gilt 
dann, sofern es der Zusammenhang erlaubt, als 
Bezugnahme auf den [Nachfolge-Basiswert] 
[Nachfolge-Korbbestandteil].] 

 [Any reference in these Conditions to [the 
Underlying] [the Basket Component] shall, to the 
extent appropriate, be deemed to refer to the 
[Successor Underlying] [Successor Basket 
Component].] 

[(2) Wenn der durch [●] [bzw.] [den [jeweiligen] 
Administrator] festgelegte und veröffentlichte Kurs 
des Fondsanteils als [Basiswerts] [Korbbestandteils] 
im Nachhinein berichtigt wird, und die 
Berichtigung (der „Berichtigte Kurs“) von [●] 
[bzw.] [dem [jeweiligen] Administrator] nach der 
ursprünglichen Veröffentlichung, jedoch [noch 
innerhalb des Abwicklungszyklus] [bis zum 
Rückzahlungstag (ausschließlich)] [●] 
bekanntgegeben und veröffentlicht wird, sind die 
Emittentin und die Berechnungsstelle berechtigt, 
nach billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäß 
§ 315 BGB bzw. § 317 BGB)], unter 
Berücksichtigung des Berichtigten Kurses 
Anpassungen dieser Bedingungen vorzunehmen, 
um der Berichtigung Rechnung zu tragen. Die 
Anpassung sowie der Zeitpunkt ihrer erstmaligen 
Anwendung werden unverzüglich gemäß § 11 
dieser Bedingungen bekannt gemacht.] 

[(2) In the event that the Price of the Fund Unit used as 
[the Underlying] [the Basket Component] as 
determined and published by [●] [or] [the 
[respective] Administrator] [, as the case may be,] 
is subsequently corrected and the correction (the 
“Corrected Price“) is published by [●] [or] [the 
[respective] Administrator] [, as the case may be,] 
after the original publication, but [until the 
Settlement Date (exclusive)] [still within one 
Settlement Cycle] [●], the Issuer and the 
Calculation Agent shall be entitled to effect, under 
consideration of the Corrected Price, adjustments to 
these Conditions at their reasonable discretion [in 
case of German law governed Warrants: (pursuant 
to § 315 of the BGB or, as the case may be, § 317 
of the BGB)], to account for the correction. The 
adjustment and the date it is applied for the first 
time shall be published without undue delay in 
accordance with § 11 of these Conditions.] 

[(4) Anpassungen und Festlegungen nach den 
vorstehenden Absätzen werden durch die 
Emittentin nach billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB)] bzw. von der Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 317 BGB)], 
vorgenommen und von der Emittentin nach § 11 
dieser Bedingungen bekannt gemacht. 
Anpassungen und Festlegungen sind (sofern nicht 
ein offensichtlicher Fehler vorliegt) für alle 
Beteiligten endgültig und bindend.] 

[(4) The adjustments and determinations of the Issuer 
pursuant to the paragraphs above shall be effected by 
the Issuer at its reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB)] or, as the case may be, by the 
Calculation Agent [in case of German law governed 
Warrants: (pursuant to § 317 of the BGB)] and shall 
be published by the Issuer in accordance with § 11 
of these Conditions. Any adjustment and 
determination shall be final, conclusive and binding 
on all parties, except where there is a manifest 
error.] 

[(5) Das Recht der Emittentin zur Kündigung gemäss 
§ 7 [•] dieser Bedingungen bleibt hiervon 

[(5) The Issuer’s right of termination in accordance with 
§ 7 [•] of these Conditions remains unaffected.] 
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unberührt.] 
[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[im Fall eines Future Kontrakts als Basiswert bzw. 
Korbbestandteil folgenden § 6 [•] einfügen: 
 
 

§ 6 [•] 
Anpassungen; [Roll-Over; Aktuelle-[Basiswert] 

[Korbbestandteil];] Nachfolge-[Basiswert]  
[Korbbestandteil]; Ersatz-Referenzmarkt 

 

 
[in case of a futures contract as the Underlying or Basket 
Component, as the case may be, insert the following 
§ 6 [•]: 
 

§ 6 [•] 
Adjustments; [Roll-Over; Current [Underlying]  
[Basket Component];] Successor [Underlying]  

[Basket Component]; Substitute Reference Market 
 

[(1) Bei Verfall des Future Kontrakts als [Basiswert] 
[Korbbestandteil] gemäss den Kontrakt-
bedingungen des Massgeblichen Referenzmarkts 
während der Laufzeit der Wertpapiere wird dieser 
an dem Roll-Over Stichtag durch den Future 
Kontrakt mit [nächstfälligem] [•] Verfalltermin als 
massgeblicher neuer [Basiswert] [Korbbestandteil 
(der „Aktuelle-[Basiswert] [Korbbestandteil]“) 
ersetzt (der „Roll-Over“). Sollte zu diesem Zeit-
punkt nach billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB)] der Emittentin kein Future Kontrakt 
mit [nächstfälligem] [•] Verfalltermin existieren, 
dessen zu Grunde liegenden Bedingungen oder 
massgeblichen Kontrakteigenschaften mit denen 
des zu ersetzenden Future Kontrakts als [Basis-
wert] [Korbbestandteil] übereinstimmen, gilt 
Absatz ([3] [4]) entsprechend.] 

[(1) Upon expiration of the futures contract used as [the 
Underlying] [the Basket Component], during the 
Term of the Securities, the futures contract will be 
replaced on the Roll Over Date by the Futures 
Contract with [the next] [•] Expiration Date as 
relevant new [Underlying] [the Basket Component] 
(the “Current [Underlying] [Basket 
Component]”), (the “Roll Over”). If, at that time, 
the Issuer determines at its reasonable discretion [in 
case of German law governed Warrants: (pursuant 
to § 315 of the BGB)] that there are no Futures 
Contract with [the next] [•] Expiration Date, the 
terms or contractual characteristics of which match 
those of the futures contract used as [the Underlying] 
[the Basket Component] to be replaced, paragraph 
([3] [4]) shall apply accordingly.] 

 [Dabei gilt:]  [Where] 
 [„Future Kontrakt mit [nächstfälligem] [•] 

Verfalltermin“ bezeichnet denjenigen Future 
Kontrakt mit [Verfalltermin am [•]] [dem 
Verfalltermin, der in den jeweils zeitlich nächsten 
der Massgeblichen Verfallsmonate (wie in den 
Ausstattungsmerkmalen und Definitionen der 
Optionsscheine definiert) fällt.]] 

 [“Futures Contract with [the next] [•] Expiration 
Date” means the futures contract with [the 
expiration date on [•]] [the expiration date, which 
falls in the chronologically next of the Relevant 
Expiration Months (as defined in the Key Terms and 
Definitions of the Warrants).]] 

 [„Roll-Over Stichtag“ bezeichnet [den letzten 
Handelstag] [den ersten Handelstag nach dem 
letzten Handelstag] [•] des Future Kontrakts an 
dem Massgeblichen Referenzmarkt. [Sollte an 
diesem Tag nach billigem Ermessen der Emittentin 
[im Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB)] an dem 
Massgeblichen Referenzmarkt mangelnde 
Liquidität in dem Future Kontrakt als [Basiswert] 
[Korbbestandteil] oder eine vergleichbare 
ungewöhnliche Marktsituation bestehen, ist die 
Emittentin berechtigt, nach billigem Ermessen [im 
Fall von Optionsscheinen nach deutschem Recht: 
(gemäss § 315 BGB)] einen anderen Tag als Roll-
Over Stichtag festzulegen.]]  

 [“Roll Over Date” means [the last trading date] [the 
first trading date after the last trading date] [•] of the 
futures contracts in the Relevant Reference Market. 
[If, at that date, the Issuer determines at its 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB)] 
that there is insufficient liquidity in the futures 
contract used as [the Underlying] [the Basket 
Component] in the Relevant Reference Market or 
that a comparable extraordinarly market situation 
prevails, the Issuer shall be entitled to determine at 
its reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB)] 
another day as Roll Over Date.]] 

 [gegebenenfalls alternative oder zusätzliche 
Definitionen im Zusammenhang mit dem Roll-
Over einfügen: [•].] 

 [if applicable, insert alternative or additional 
definitions in relation to the Roll Over: [•].] 

 [Zum Roll-Over Stichtag ist die Emittentin nach  [The Issuer shall be entitled to effect at its 
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billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB)] und 
unter Berücksichtigung der zu dem Zweck des 
Roll-Overs jeweils auf Grundlage der Kurse des 
Future Kontrakts als [Basiswert] [Korbbestandteil] 
und des Aktuellen-[Basiswerts] [Korbbestandteils] 
am Roll-Over Stichtag ermittelten Kurse 
berechtigt, Anpassungen dieser Bedingungen 
vorzunehmen, um dem Roll-Over Rechnung zu 
tragen, soweit sie dies im Rahmen der Ersetzung 
des auslaufenden Future Kontrakts durch den 
Aktuellen-[Basiswert] [Korbbestandteil] für 
erforderlich hält. Hierbei werden die Anpassungen 
so vorgenommen, dass der wirtschaftliche Wert 
der Wertpapiere so wenig wie möglich durch den 
Roll-Over beeinträchtigt wird. Anpassungen im 
Rahmen eines Roll-Over nach den vorstehenden 
Absätzen werden durch die Emittentin nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB)], 
vorgenommen und durch Veröffentlichung [auf 
der Homepage der Emittentin unter 
www.ubs.com/investors oder einer Nachfolge-
seite] [•] bekannt gemacht. Anpassungen und 
Festlegungen sind (sofern nicht ein 
offensichtlicher Fehler vorliegt) für alle 
Beteiligten endgültig und bindend.] 

reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB)] 
and considering the prices determined for the 
purpose of the Roll Over on the basis of the price of 
the futures contract used as [the Underlying] [the 
Basket Component] and of the Current [Underlying] 
[Basket Component] on the Roll Over Date, 
adjustments to these Conditions to account for the 
Roll Over, to the extent as the Issuer considers such 
adjustment necessary when replacing the expiring 
future contract by the Current [Underlying] [Basket 
Component]. At this, adjustments will be effected so 
that the economic value of the Securities is affected 
as less as possible by the Roll Over. The adjustments 
in the context of a Roll Over pursuant to the 
paragraphs above shall be effected by the Issuer at 
its reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB)] 
and shall be published [on the website of the Issuer 
at www.ubs.com/investors or a successor address] 
[•]. Any adjustment and determination shall be final, 
conclusive and binding on all parties, except where 
there is a manifest error.] 

[([1] [2]) Sind die Emittentin und die Berechnungsstelle 
nach Ausübung billigen Ermessens [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB bzw. § 317 BGB)] der Ansicht, dass 
eine erhebliche Änderung der Marktbedingungen 
in dem für die Berechnung und Bestimmung des 
Kurses des Future Kontrakts als [Basiswert] 
[Korbbestandteil] zuständigen Massgeblichen 
Referenzmarkt eingetreten ist, ist die Emittentin 
berechtigt, Anpassungen dieser Bedingungen 
vorzunehmen, um den geänderten Markt-
bedingungen Rechnung zu tragen.] 

[([1] [2]) If, in the opinion of the Issuer and the 
Calculation Agent at their reasonable discretion [in 
case of German law governed Warrants: (pursuant 
to § 315 of the BGB or, as the case may be, § 317 of 
the BGB)], a material change in the market 
conditions occurred in relation to the Relevant 
Reference Market relevant for the calculation and 
determination of the price of the futures contract 
used as [the Underlying] [the Basket Component], 
the Issuer shall be entitled to effect adjustments to 
these Conditions to account for these changed 
market conditions.] 

[([2] [3]) Veränderungen in der Berechnung 
(einschliesslich Bereinigungen) des Future 
Kontrakts, führen nicht zu einer Anpassung, es sei 
denn, dass das massgebende Konzept und die 
Berechnung des [Basiswerts] [Korbbestandteils] 
infolge einer Veränderung (einschliesslich einer 
Bereinigung) nach Auffassung der Emittentin und 
der Berechnungsstelle nach billigem Ermessen [im 
Fall von Optionsscheinen nach deutschem Recht: 
(gemäss § 315 BGB bzw. § 317 BGB)] nicht mehr 
vergleichbar sind mit dem bisher massgebenden 
Konzept oder der massgebenden Berechnung des 
[Basiswerts] [Korbbestandteils]. Eine Anpassung 
kann auch bei Aufhebung des [Basiswerts] [Korb-
bestandteils] und/oder seiner Ersetzung durch 
einen anderen Basiswert erfolgen.] 

[([2] [3]) Any changes in the calculation (including 
corrections) of the futures contract, shall not lead to 
an adjustment unless the Issuer and the Calculation 
Agent, upon exercise of their reasonable discretion 
[in case of German law governed Warrants: 
(pursuant to § 315 of the BGB or, as the case may 
be, § 317 of the BGB)] determine that the underlying 
concept and the calculation (including corrections) 
of [the Underlying] [the Basket Component] are no 
longer comparable to the underlying concept or 
calculation of [the Underlying] [the Basket 
Component] applicable prior to such change. 
Adjustments may also be made as a result of the 
termination of [the Underlying] [the Basket 
Component] and/or its substitution by another 
underlying.] 

 [Zum Zweck einer Anpassung ermitteln die 
Emittentin und die Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 

 [For the purpose of making any adjustment, the 
Issuer and the Calculation Agent shall at their 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
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§ 317 BGB)] einen angepassten Wert je Einheit 
des Future Kontrakts, der bei der Bestimmung des 
Kurses des [Basiswerts] [Korbbestandteils] 
zugrunde gelegt wird und in seinem wirt-
schaftlichen Ergebnis der bisherigen Regelung ent-
spricht, und bestimmen unter Berücksichtigung 
des Zeitpunkts der Veränderung den Tag, zu dem 
der angepasste Wert je Einheit des Future 
Kontrakts erstmals zugrunde zu legen ist. Der 
angepasste Wert je Einheit des [Basiswerts] [Korb-
bestandteils] sowie der Zeitpunkt seiner erst-
maligen Anwendung werden unverzüglich gemäss 
§ 11 dieser Bedingungen bekannt gemacht.] 

or, as the case may be, § 317 of the BGB)] 
determine an adjusted value per unit of the futures 
contract as the basis of the determination of the Price 
of [the Underlying] [the Basket Component], which 
in its result corresponds with the economic result 
prior to this change, and shall, taking into account 
the time the change occurred, determine the day, on 
which the adjusted value per unit of the futures 
contract shall apply for the first time. The adjusted 
value per unit of [the Underlying] [the Basket 
Component] as well as the date of its first 
application shall be published without undue delay 
pursuant to § 11 of these Conditions.] 

[([3] [4]) Wird der Future Kontrakt zu irgendeiner Zeit 
aufgehoben und/oder durch einen anderen Wert 
ersetzt, legen die Emittentin nach billigem 
Ermessen [im Fall von Optionsscheinen nach 
deutschem Recht: (gemäss § 315 BGB)] und die 
Berechnungsstelle nach billigem Ermessen [im 
Fall von Optionsscheinen nach deutschem Recht: 
(gemäss § 317 BGB)], sofern die Emittentin die 
Wertpapiere nicht gemäss § 7 [•] dieser 
Bedingungen gekündigt hat, gegebenenfalls unter 
Vornahme von Anpassungen nach dem 
vorstehenden Absatz, fest, welcher mit dem bisher 
massgebenden Konzept des Future Kontrakts als 
[Basiswert] [Korbbestandteil] vergleichbare neue 
Basiswert künftig zugrunde zu legen ist 
([ebenfalls] der „Nachfolge-[Basiswert] [Korb-
bestandteil]“). Der Nachfolge-[Basiswert] [Korb-
bestandteil] sowie der Zeitpunkt seiner erstmaligen 
Anwendung werden unverzüglich gemäss § 11 
dieser Bedingungen bekannt gemacht.] 

[([3] [4]) In the event that the futures contract is 
terminated and/or replaced by another underlying, 
the Issuer and the Calculation Agent shall, provided 
that the Issuer has not terminated the Securities in 
accordance with § 7 [•] of these Conditions, 
determine at the reasonable discretion of the Issuer 
[in case of German law governed Warrants: 
(pursuant to § 315 of the BGB)] or, as the case may 
be, of the Calculation Agent [in case of German law 
governed Warrants: (pursuant to § 317 of the 
BGB)], after having made appropriate adjustments 
according to the paragraph above, which underlying, 
comparable with the underlying concept of the 
futures contract used as [the Underlying] [the Basket 
Component] shall be applicable in the future ([also] 
the “Successor [Underlying] [Basket 
Component]”). The Successor [Underlying] [Basket 
Component] and the date it is applied for the first 
time shall be published without undue delay in 
accordance with § 11 of these Conditions.] 

 [Jede in diesen Bedingungen enthaltene Bezug-
nahme auf den [Basiswert] [Korbbestandteil] gilt 
dann, sofern es der Zusammenhang erlaubt, als 
Bezugnahme auf den Nachfolge-[Basiswert] 
[Korbbestandteil].] 

 [Any reference in these Conditions to [the 
Underlying] [the Basket Component] shall, to the 
extent appropriate, be deemed to refer to the 
Successor [Underlying] [Basket Component].] 

[([5] [6]) Im Fall der endgültigen Einstellung der 
Notierung oder des Handels des Future Kontrakts 
in dem Massgeblichen Referenzmarkt und des 
gleichzeitigen Bestehens oder des Beginns der 
Notierung oder des Handels in einem anderen 
Referenzmarkt ist die Emittentin berechtigt, einen 
solchen anderen Referenzmarkt durch Bekannt-
machung gemäss § 11 dieser Bedingungen als 
neuen massgeblichen Referenzmarkt (der „Ersatz-
Referenzmarkt“) zu bestimmen, sofern die 
Emittentin die Wertpapiere nicht gemäss § 7 [•] 
dieser Bedingungen gekündigt hat. Im Fall einer 
solchen Ersetzung gilt jede in diesen Bedingungen 
enthaltene Bezugnahme auf den Massgeblichen 
Referenzmarkt fortan als Bezugnahme auf den 
Ersatz-Referenzmarkt. Die vorgenannte 
Anpassung wird spätestens nach Ablauf [eines] [•] 
Monats nach der endgültigen Einstellung der 
Notierung oder des Handels des [Basiswerts] 
[Korbbestandteils] in dem Massgeblichen 
Referenzmarkt gemäss § 11 dieser Bedingungen 

[([5] [6]) If the quotation of or trading in the futures 
contract in the Relevant Reference Market is 
permanently discontinued while concurrently a 
quotation or trading is started up or maintained on 
another reference market, the Issuer shall be entitled 
to stipulate such other reference market as the new 
relevant reference market (the “Substitute 
Reference Market”) through publication in 
accordance with § 11 of these Conditions, provided 
that the Issuer has not terminated the Securities in 
accordance with § 7 [•] of these Conditions. In case 
of such a substitution any reference in these 
Conditions to the Relevant Reference Market 
thereafter shall be deemed to refer to the Substitute 
Reference Market. The adjustment described above 
shall be published in accordance with § 11 of these 
Conditions upon the expiry of [one] [•] month 
following the permanent discontinuation of the 
quotation of or trading in [the Underlying] [the 
Basket Component] in the Relevant Reference 
Market at the latest.] 
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bekannt gemacht.] 
[([6] [7]) Anpassungen und Festlegungen nach den 

vorstehenden Absätzen werden durch die 
Emittentin bzw. von der Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)], unter Berücksichtigung der 
herrschenden Marktgegebenheiten und unter 
Wahrung des bisherigen wirtschaftlichen 
Ergebnisses der Wertpapiere vorgenommen. In 
Zweifelsfällen über die jeweils vorzunehmende 
Anpassung entscheidet die Emittentin über die 
Anwendung der Anpassungsregeln nach billigem 
Ermessen [im Fall von Optionsscheinen nach 
deutschem Recht: (gemäss § 315 BGB)]. 
Anpassungen und Festlegungen werden von der 
Emittentin nach § 11 dieser Bedingungen bekannt 
gemacht und sind (sofern nicht ein offensichtlicher 
Fehler vorliegt) für alle Beteiligten endgültig und 
bindend.] 

[([6] [7]) Adjustments and determinations pursuant to the 
paragraphs above shall be effected by the Issuer or, 
as the case may be, by the Calculation Agent, at its 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)], under 
consideration of the market conditions then 
prevailing and preserving the value of the previous 
economic development of the Securities. The Issuer 
reserves the right to determine at its reasonable 
discretion [in case of German law governed 
Warrants: (pursuant to § 315 of the BGB)] in cases 
of doubt the required adjustment. Any adjustment or 
determination shall be published by the Issuer in 
accordance with § 11 of these Conditions and shall 
be final, conclusive and binding on all parties, 
except where there is a manifest error.] 

[([7] [8]) Das Recht der Emittentin zur Kündigung 
gemäss § 7 [•] dieser Bedingungen bleibt hiervon 
unberührt.]  

[([7] [8]) The Issuer’s right of termination in accordance 
with § 7 [•] of these Conditions remains unaffected.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[im Fall eines Zinssatzes als Basiswert bzw. 
Korbbestandteil folgenden § 6 [•] einfügen: 
 
 

§ 6 [•] 
Anpassungen; Ersatz-Referenzmarkt 

 

 
[in case of an interest rate as the Underlying or Basket 
Component, as the case may be, insert the following 
§ 6 [•]: 
 

§ 6 [•] 
Adjustments; Substitute Reference Market 

 
[(1) Sind die Emittentin und die Berechnungsstelle 

nach Ausübung billigen Ermessens [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB bzw. § 317 BGB)] der Ansicht, dass 
eine erhebliche Änderung der Marktbedingungen 
in dem für die Berechnung und Bestimmung des 
Kurses des Zinssatzes als [Basiswert] [Korb-
bestandteil] zuständigen Massgeblichen 
Referenzmarkt eingetreten ist, ist die Emittentin 
berechtigt, Anpassungen dieser Bedingungen 
vorzunehmen, um den geänderten Markt-
bedingungen Rechnung zu tragen.] 

[(1) If, in the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)], a material change in the market conditions 
occurred in relation to the Relevant Reference 
Market relevant for the calculation and 
determination of the price of the interest rate used as 
[the Underlying] [the Basket Component], the Issuer 
shall be entitled to effect adjustments to these 
Conditions to account for these changed market 
conditions.] 

[(2) Veränderungen in der Berechnung (einschliesslich 
Bereinigungen) des Zinssatzes, führen nicht zu 
einer Anpassung, es sei denn, dass das mass-
gebende Konzept und die Berechnung des 
[Basiswerts] [Korbbestandteils] infolge einer 
Veränderung (einschliesslich einer Bereinigung) 
nach Auffassung der Emittentin und der 
Berechnungsstelle nach billigem Ermessen [im 
Fall von Optionsscheinen nach deutschem Recht: 
(gemäss § 315 BGB bzw. § 317 BGB)] nicht mehr 
vergleichbar sind mit dem bisher massgebenden 
Konzept oder der massgebenden Berechnung des 
[Basiswerts] [Korbbestandteils]. Eine Anpassung 
kann auch bei Aufhebung des [Basiswerts] [Korb-

[(2) Any changes in the calculation (including 
corrections) of the interest rate, shall not lead to an 
adjustment unless the Issuer and the Calculation 
Agent, upon exercise of their reasonable discretion 
[in case of German law governed Warrants: 
(pursuant to § 315 of the BGB or, as the case may 
be, § 317 of the BGB)] determine that the underlying 
concept and the calculation (including corrections) 
of [the Underlying] [the Basket Component] are no 
longer comparable to the underlying concept or 
calculation of [the Underlying] [the Basket 
Component] applicable prior to such change. 
Adjustments may also be made as a result of the 
termination of [the Underlying] [the Basket 
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bestandteils] und/oder seiner Ersetzung durch 
einen anderen Basiswert erfolgen.] 

Component] and/or its substitution by another 
underlying.] 

 [Zum Zweck einer Anpassung ermitteln die 
Emittentin und die Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] einen angepassten Wert je Einheit 
des Zinssatzes, der bei der Bestimmung des Kurses 
des [Basiswerts] [Korbbestandteils] zugrunde 
gelegt wird und in seinem wirtschaftlichen 
Ergebnis der bisherigen Regelung entspricht, und 
bestimmen unter Berücksichtigung des Zeitpunkts 
der Veränderung den Tag, zu dem der angepasste 
Wert je Einheit des Zinssatzes erstmals zugrunde 
zu legen ist. Der angepasste Wert je Einheit des 
[Basiswerts] [Korbbestandteils] sowie der 
Zeitpunkt seiner erstmaligen Anwendung werden 
unverzüglich gemäss § 11 dieser Bedingungen 
bekannt gemacht.] 

 [For the purpose of making any adjustment, the 
Issuer and the Calculation Agent shall at their 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)] 
determine an adjusted value per unit of the interest 
rate as the basis of the determination of the Price of 
[the Underlying] [the Basket Component], which in 
its result corresponds with the economic result prior 
to this change, and shall, taking into account the 
time the change occurred, determine the day, on 
which the adjusted value per unit of the interest rate 
shall apply for the first time. The adjusted value per 
unit of [the Underlying] [the Basket Component] as 
well as the date of its first application shall be 
published without undue delay pursuant to § 11 of 
these Conditions.] 

[(3) Im Fall der endgültigen Einstellung der 
Berechnung oder Veröffentlichung des Zinssatzes 
in dem Massgeblichen Referenzmarkt und des 
gleichzeitigen Bestehens oder des Beginns der 
Berechnung und Veröffentlichung in einem 
anderen Referenzmarkt ist die Emittentin 
berechtigt, einen solchen anderen Referenzmarkt 
durch Bekanntmachung gemäss § 11 dieser 
Bedingungen als neuen massgeblichen 
Referenzmarkt (der „Ersatz-Referenzmarkt“) zu 
bestimmen, sofern die Emittentin die Wertpapiere 
nicht gemäss § 7 [•] dieser Bedingungen ge-
kündigt hat. Im Fall einer solchen Ersetzung gilt 
jede in diesen Bedingungen enthaltene 
Bezugnahme auf den Massgeblichen 
Referenzmarkt fortan als Bezugnahme auf den 
Ersatz-Referenzmarkt. Die vorgenannte 
Anpassung wird spätestens nach Ablauf [eines] [•] 
Monats nach der endgültigen Einstellung der 
Berechnung und Veröffentlichung des 
[Basiswerts] [Korbbestandteils] in dem 
Massgeblichen Referenzmarkt gemäss § 11 dieser 
Bedingungen bekannt gemacht.] 

[(3) If the calculation or publication of the interest rate in 
the Relevant Reference Market is permanently 
discontinued while concurrently a calculation and 
publication is started up or maintained on another 
reference market, the Issuer shall be entitled to 
stipulate such other reference market as the new 
relevant reference market (the “Substitute 
Reference Market”) through publication in 
accordance with § 11 of these Conditions, provided 
that the Issuer has not terminated the Securities in 
accordance with § 7 [•] of these Conditions. In case 
of such a substitution any reference in these 
Conditions to the Relevant Reference Market 
thereafter shall be deemed to refer to the Substitute 
Reference Market. The adjustment described above 
shall be published in accordance with § 11 of these 
Conditions upon the expiry of [one] [•] month 
following the permanent discontinuation of the 
calculation and publication of [the Underlying] [the 
Basket Component] in the Relevant Reference 
Market at the latest.] 

[(4) Anpassungen und Festlegungen nach den 
vorstehenden Absätzen werden durch die 
Emittentin bzw. von der Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)], unter Berücksichtigung der 
herrschenden Marktgegebenheiten und unter 
Wahrung des bisherigen wirtschaftlichen 
Ergebnisses der Wertpapiere vorgenommen. In 
Zweifelsfällen über die jeweils vorzunehmende 
Anpassung entscheidet die Emittentin über die 
Anwendung der Anpassungsregeln nach billigem 
Ermessen [im Fall von Optionsscheinen nach 
deutschem Recht: (gemäss § 315 BGB)]. 
Anpassungen und Festlegungen werden von der 
Emittentin nach § 11 dieser Bedingungen bekannt 
gemacht und sind (sofern nicht ein offensichtlicher 

[(4) Adjustments and determinations pursuant to the 
paragraphs above shall be effected by the Issuer or, 
as the case may be, by the Calculation Agent, at its 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)], under 
consideration of the market conditions then 
prevailing and preserving the value of the previous 
economic development of the Securities. The Issuer 
reserves the right to determine at its reasonable 
discretion [in case of German law governed 
Warrants: (pursuant to § 315 of the BGB)] in cases 
of doubt the required adjustment. Any adjustment or 
determination shall be published by the Issuer in 
accordance with § 11 of these Conditions and shall 
be final, conclusive and binding on all parties, 
except where there is a manifest error.] 
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Fehler vorliegt) für alle Beteiligten endgültig und 
bindend.] 

[(5) Das Recht der Emittentin zur Kündigung gemäss 
§ 7 [•] dieser Bedingungen bleibt hiervon 
unberührt.]  

[(6) The Issuer’s right of termination in accordance with 
§ 7 [•] of these Conditions remains unaffected.]  

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[im Fall eines Referenzsatzes als Basiswert bzw. 
Korbbestandteil folgenden § 6 [•] einfügen: 
 
 

§ 6 [•] 
Anpassungen; [Ersatz-Referenzmarkt]  

[Ersatz-Referenzstelle] 
 

 
[in case of a reference rate as the Underlying or Basket 
Component, as the case may be, insert the following 
§ 6 [•]: 
 

§ 6 [•] 
Adjustments; [Substitute Reference Market] 

[Substitute Reference Agent] 
 

[(1) Sind die Emittentin und die Berechnungsstelle 
nach Ausübung billigen Ermessens [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB bzw. § 317 BGB)] der Ansicht, dass 
eine erhebliche Änderung der Marktbedingungen 
[in dem] [bei der] für die Berechnung und 
Bestimmung des Kurses des Referenzsatzes als 
[Basiswert] [Korbbestandteil] zuständigen [Mass-
geblichen Referenzmarkt] [Massgeblichen 
Referenzstelle] eingetreten ist, ist die Emittentin 
berechtigt, Anpassungen dieser Bedingungen 
vorzunehmen, um den geänderten Markt-
bedingungen Rechnung zu tragen.] 

[(1) If, in the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)], a material change in the market conditions 
occurred in relation to the Relevant Reference 
Market relevant for the calculation and 
determination of the price of the reference rate used 
as [the Underlying] [the Basket Component], the 
Issuer shall be entitled to effect adjustments to these 
Conditions to account for these changed market 
conditions.] 

[(2) Veränderungen in der Berechnung (einschliesslich 
Bereinigungen) des Referenzsatzes, führen nicht 
zu einer Anpassung, es sei denn, dass das mass-
gebende Konzept und die Berechnung des 
[Basiswerts] [Korbbestandteils] infolge einer 
Veränderung (einschliesslich einer Bereinigung) 
nach Auffassung der Emittentin und der 
Berechnungsstelle nach billigem Ermessen [im 
Fall von Optionsscheinen nach deutschem Recht: 
(gemäss § 315 BGB bzw. § 317 BGB)] nicht mehr 
vergleichbar sind mit dem bisher massgebenden 
Konzept oder der massgebenden Berechnung des 
[Basiswerts] [Korbbestandteils]. Eine Anpassung 
kann auch bei Aufhebung des [Basiswerts] [Korb-
bestandteils] und/oder seiner Ersetzung durch 
einen anderen Basiswert erfolgen.] 

[(2) Any changes in the calculation (including 
corrections) of the reference rate, shall not lead to an 
adjustment unless the Issuer and the Calculation 
Agent, upon exercise of their reasonable discretion 
[in case of German law governed Warrants: 
(pursuant to § 315 of the BGB or, as the case may 
be, § 317 of the BGB)] determine that the underlying 
concept and the calculation (including corrections) 
of [the Underlying] [the Basket Component] are no 
longer comparable to the underlying concept or 
calculation of [the Underlying] [the Basket 
Component] applicable prior to such change. 
Adjustments may also be made as a result of the 
termination of [the Underlying] [the Basket 
Component] and/or its substitution by another 
underlying.] 

 [Zum Zweck einer Anpassung ermitteln die 
Emittentin und die Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] einen angepassten Wert je Einheit 
des Referenzsatzes, der bei der Bestimmung des 
Kurses des [Basiswerts] [Korbbestandteils] 
zugrunde gelegt wird und in seinem wirt-
schaftlichen Ergebnis der bisherigen Regelung ent-
spricht, und bestimmen unter Berücksichtigung 
des Zeitpunkts der Veränderung den Tag, zu dem 
der angepasste Wert je Einheit des Referenzsatzes 
erstmals zugrunde zu legen ist. Der angepasste 
Wert je Einheit des [Basiswerts] [Korbbestand-

 [For the purpose of making any adjustment, the 
Issuer and the Calculation Agent shall at their 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)] 
determine an adjusted value per unit of the reference 
rate as the basis of the determination of the Price of 
[the Underlying] [the Basket Component], which in 
its result corresponds with the economic result prior 
to this change, and shall, taking into account the 
time the change occurred, determine the day, on 
which the adjusted value per unit of the reference 
rate shall apply for the first time. The adjusted value 
per unit of [the Underlying] [the Basket Component] 
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teils] sowie der Zeitpunkt seiner erstmaligen 
Anwendung werden unverzüglich gemäss § 11 
dieser Bedingungen bekannt gemacht.] 

as well as the date of its first application shall be 
published without undue delay pursuant to § 11 of 
these Conditions.] 

[(3) Im Fall der endgültigen Einstellung der 
Berechnung oder Veröffentlichung des 
Referenzsatzes [in dem Massgeblichen 
Referenzmarkt] [durch die Massgeblichen 
Referenzstelle] und des gleichzeitigen Bestehens 
oder des Beginns der Berechnung und 
Veröffentlichung [in einem anderen 
Referenzmarkt] [durch eine andere Referenzstelle] 
ist die Emittentin berechtigt, [einen solchen 
anderen Referenzmarkt] [eine solche andere 
Referenzstelle] durch Bekanntmachung gemäss 
§ 11 dieser Bedingungen als [neuen massgeblichen 
Referenzmarkt (der „Ersatz-Referenzmarkt“)] 
[neue massgebliche Referenzstelle (die „Ersatz-
Referenzstelle“)] zu bestimmen, sofern die 
Emittentin die Wertpapiere nicht gemäss § 7 [•] 
dieser Bedingungen gekündigt hat. Im Fall einer 
solchen Ersetzung gilt jede in diesen Bedingungen 
enthaltene Bezugnahme auf [den Massgeblichen 
Referenzmarkt] [die Massgebliche Referenzstelle] 
fortan als Bezugnahme auf [den Ersatz-
Referenzmarkt] [die Ersatz-Referenzstelle]. Die 
vorgenannte Anpassung wird spätestens nach 
Ablauf [eines] [•] Monats nach der endgültigen 
Einstellung der Berechnung und Veröffentlichung 
des [Basiswerts] [Korbbestandteils] [in dem 
Massgeblichen Referenzmarkt] [durch die 
Massgebliche Referenzstelle] gemäss § 11 dieser 
Bedingungen bekannt gemacht.] 

[(3) If the calculation or publication of the reference rate 
[in the Relevant Reference Market] [by the Relevant 
Reference Agent] is permanently discontinued while 
concurrently a calculation and publication is started 
up or maintained [on another reference market] [by 
another reference agent], the Issuer shall be entitled 
to stipulate such other [reference market] [reference 
agent] as [the new relevant reference market (the 
“Substitute Reference Market”)] [the new relevant 
reference agent (the “Substitute Reference 
Agent”)] through publication in accordance with 
§ 11 of these Conditions, provided that the Issuer has 
not terminated the Securities in accordance with 
§ 7 [•] of these Conditions. In case of such a 
substitution any reference in these Conditions to [the 
Relevant Reference Market] [the Relevant Reference 
Agent] thereafter shall be deemed to refer to [the 
Substitute Reference Market] [the Substitute 
Reference Agent]. The adjustment described above 
shall be published in accordance with § 11 of these 
Conditions upon the expiry of [one] [•] month 
following the permanent discontinuation of the 
calculation and publication of [the Underlying] [the 
Basket Component] [in the Relevant Reference 
Market] [by the Relevant Reference Agent] at the 
latest.] 

[(4) Anpassungen und Festlegungen nach den 
vorstehenden Absätzen werden durch die 
Emittentin bzw. von der Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)], unter Berücksichtigung der 
herrschenden Marktgegebenheiten und unter 
Wahrung des bisherigen wirtschaftlichen 
Ergebnisses der Wertpapiere vorgenommen. In 
Zweifelsfällen über die jeweils vorzunehmende 
Anpassung entscheidet die Emittentin über die 
Anwendung der Anpassungsregeln nach billigem 
Ermessen [im Fall von Optionsscheinen nach 
deutschem Recht: (gemäss § 315 BGB)]. 
Anpassungen und Festlegungen werden von der 
Emittentin nach § 11 dieser Bedingungen bekannt 
gemacht und sind (sofern nicht ein offensichtlicher 
Fehler vorliegt) für alle Beteiligten endgültig und 
bindend.] 

[(4) Adjustments and determinations pursuant to the 
paragraphs above shall be effected by the Issuer or, 
as the case may be, by the Calculation Agent, at its 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)], under 
consideration of the market conditions then 
prevailing and preserving the value of the previous 
economic development of the Securities. The Issuer 
reserves the right to determine at its reasonable 
discretion [in case of German law governed 
Warrants: (pursuant to § 315 of the BGB)] in cases 
of doubt the required adjustment. Any adjustment or 
determination shall be published by the Issuer in 
accordance with § 11 of these Conditions and shall 
be final, conclusive and binding on all parties, 
except where there is a manifest error.] 

[(5) Das Recht der Emittentin zur Kündigung gemäss 
§ 7 [•] dieser Bedingungen bleibt hiervon 
unberührt.]  

[(5) The Issuer’s right of termination in accordance with 
§ 7 [•] of these Conditions remains unaffected.]  

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[gegebenenfalls alternative oder zusätzliche 
Bestimmungen für Anpassungen in Bezug auf die 

 
[if appropriate, insert alternative or additional provisions 
for adjustments in relation to the underlyings (in 
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Basiswerte (insbesondere im Zusammenhang mit 
Kreditbezogenen Optionsscheinen) einfügen: [•].] 

particular in relation to Credit Linked Warrants): [•].] 

 
[im Fall einer von Euro abweichenden Auszahlungs-
währung gegebenenfalls zusätzlich folgenden § 6 [•]: 
einfügen: 

 
§ 6 [•] 

Anpassungen aufgrund der Europäischen 
Wirtschafts- und Währungsunion  

 

 
[in case of a Settlement Currency other than Euro add the 
following § 6 [•], where applicable: 
 

 
§ 6 [•] 

Adjustments due to the European Economic  
and Monetary Union 

[(1) Nimmt ein Land, unabhängig davon, ob ab 1999 
oder später, an der dritten Stufe der Europäischen 
Wirtschafts- und Währungsunion teil, sind die 
Emittentin und die Berechnungsstelle berechtigt, 
nach billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB bzw. § 317 BGB)] folgende Anpas-
sungen dieser Bedingungen vorzunehmen:] 

[(1) Where a country participates in the third stage of the 
European Economic and Monetary Union, whether 
as from 1999 or after such date, the Issuer and the 
Calculation Agent at their reasonable discretion [in 
case of German law governed Warrants: (pursuant 
to § 315 of the BGB or, as the case may be, § 317 of 
the BGB)], shall be entitled to effect the following 
adjustments to these Conditions:] 

[(i) Ist die Auszahlungswährung unter diesen 
Bedingungen eine von Euro abweichende 
nationale Währungseinheit eines Landes, das 
an der dritten Stufe der Europäischen Wirt-
schafts- und Währungsunion beteiligt ist, 
unabhängig davon, ob ab 1999 oder später, 
dann gilt die Auszahlungswährung als ein 
Betrag in Euro, der aus der ursprünglichen 
Auszahlungswährung zum rechtlich fest-
gesetzten Wechselkurs und unter Anwendung 
der rechtlich festgesetzten Rundungsregeln in 
Euro umgetauscht wurde. 

[(i) Where the Settlement Currency under these 
Conditions is the national currency unit other 
than Euro of a country which is participating in 
the third stage of the European Economic and 
Monetary Union, whether as from 1999 or after 
such date, such Settlement Currency shall be 
deemed to be an amount of Euro converted 
from the original Settlement Currency into 
Euro at the statutory applicable exchange rate 
and subject to such statutory applicable 
rounding provisions. 

Nach der Anpassung erfolgen sämtliche 
Zahlungen hinsichtlich der Wertpapiere in 
Euro, als ob in ihnen der Euro als 
Auszahlungswährung genannt wäre.] 

After the adjustment, all payments in respect of 
the Securities will be made solely in Euro as 
though references in the Securities to the 
Settlement Currency were to Euro.] 

[(ii) Ist in diesen Bedingungen ein Währungsum-
rechnungskurs angegeben oder gibt eine 
Bedingung eine Währung eines Landes an, 
das an der dritten Stufe der Europäischen 
Wirtschafts- und Währungsunion beteiligt ist, 
unabhängig davon, ob ab 1999 oder später, 
gelten der angegebene Währungsumrech-
nungskurs und/oder sonstige Währungs-
angaben in diesen Bedingungen als Angabe 
in Euro, oder, soweit ein Währungsumrech-
nungskurs angegeben ist, als Kurs für den 
Umtausch in oder aus Euro unter Zugrunde-
legung des rechtlich festgesetzten Wechsel-
kurses.] 

[(ii) Where these Conditions contain a currency 
conversion rate or any of these Conditions are 
expressed in a currency of a country which is 
participating in the third stage of the European 
Economic and Monetary Union, whether as 
from 1999 or after such date, such currency 
conversion rate and/or any other terms of these 
Conditions shall be deemed to be expressed in 
or, in the case of a currency conversion rate, 
converted for or, as the case may be into, Euro 
at the statutory applicable exchange rate.] 

[(iii) Die Emittentin und die Berechnungsstelle 
können weitere Änderungen an diesen Be-
dingungen vornehmen, um diese ihrer Auf-
fassung nach den dann gültigen Gepflogen-
heiten anzupassen, die für Instrumente mit 
Währungsangaben in Euro gelten.] 

[(iii) The Issuer and the Calculation Agent are 
entitled to effect adjustments to these 
Conditions as they may decide to conform 
them to conventions then applicable to 
instruments expressed in Euro.] 

[(iv) Die Emittentin und die Berechnungsstelle 
können ferner solche Anpassungen dieser 
Bedingungen vornehmen, die sie nach 
billigem Ermessen [im Fall von 

[(iv) The Issuer and the Calculation Agent at their 
reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the 
BGB or, as the case may be, § 317 of the 
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Optionsscheinen nach deutschem Recht: 
(gemäss § 315 BGB bzw. § 317 BGB)] für 
angebracht halten, um den Auswirkungen der 
dritten Stufe der Europäischen Wirtschafts- 
und Währungsunion gemäss dem Vertrag zur 
Gründung der Europäischen Gemeinschaft 
auf diese Bedingungen Rechnung zu tragen.] 

BGB)] shall be entitled to effect such 
adjustments to these Conditions as they may 
determine to be appropriate to account for the 
effect of the third stage of the European 
Economic and Monetary Union pursuant to the 
Treaty establishing the European Community 
on these Conditions.] 

[(2) Die Emittentin und die Wertpapierstellen (§ 9) 
haften weder gegenüber den Wertpapiergläubigern 
noch gegenüber sonstigen Personen für 
Provisionen, Kosten, Verluste oder Ausgaben, die 
aus oder in Verbindung mit der Überweisung von 
Euro oder einer damit zusammenhängenden 
Währungsumrechnung oder Rundung von 
Beträgen entstehen.] 

[(2) The Issuer and the Security Agents (§ 9) shall not be 
liable to any Securityholder or other person for any 
commissions, costs, losses or expenses in relation to, 
or resulting from the transfer of Euro or any 
currency conversion or rounding effected in 
connection therewith.] 

[(3) Anpassungen und Festlegungen nach den 
vorstehenden Absätzen werden durch die 
Emittentin nach billigem Ermessen [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB)] bzw. von der Berechnungsstelle nach 
billigem Ermessen [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 317 BGB)], 
vorgenommen und von der Emittentin nach § 11 
dieser Bedingungen bekannt gemacht. 
Anpassungen und Festlegungen sind (sofern nicht 
ein offensichtlicher Fehler vorliegt) für alle 
Beteiligten endgültig und bindend.] 

[(3) The adjustments and determinations of the Issuer 
pursuant to the paragraphs above shall be effected by 
the Issuer at its reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB)] or, as the case may be, by the 
Calculation Agent [in case of German law governed 
Warrants: (pursuant to § 317 of the BGB)] and shall 
be published by the Issuer in accordance with § 11 
of these Conditions. Any adjustment and 
determination shall be final, conclusive and binding 
on all parties, except where there is a manifest 
error.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[gegebenenfalls folgenden § 6 einfügen: 
 

§ 6 
 

 
[if applicable, insert the following § 6: 
 

§ 6 

(Absichtlich freigelassen) 
]

(Intentionally left bank) 
]

 
[im Fall eines unbedingten Kündigungsrechts der 
Emittentin gegebenenfalls folgenden § 7 [a] einfügen: 
 

§ 7 [a] 
Kündigung 

 

 
[in case of an uconditional termination right of the Issuer, 
if appropriate, insert the following § 7 [a]: 
 

§ 7 [a] 
Termination 

[(1) Die Emittentin ist jederzeit berechtigt, sämtliche, 
aber nicht einzelne Wertpapiere durch eine 
Bekanntmachung gemäss § 11 dieser Bedingungen 
(i) unter Angabe des Kalendertags, zu dem die 
Kündigung wirksam wird (der „Kündigungstag“), 
und (ii) unter Wahrung einer Kündigungsfrist von 
mindestens [•] vor dem jeweiligen Kündigungstag, 
zu kündigen und vorzeitig zu tilgen (die 
„Kündigung“).] 

(1) The Issuer shall be entitled to terminate and redeem 
all but not some of the Securities by giving notice in 
accordance with § 11 of these Conditions 
(i) specifying the calendar day, on which the 
Termination becomes effective (the “Termination 
Date”), and (ii) subject to a notice period of at least 
[•] prior to the relevant Termination Date (the 
“Termination”).] 

[(2) Im Fall der Kündigung zahlt die Emittentin an 
jeden Wertpapiergläubiger bezüglich jedes von 
ihm gehaltenen Wertpapiers einen Geldbetrag in 
der Auszahlungswährung, der von der 
Berechnungsstelle [im Fall von Optionsscheinen 
nach deutschem Recht: gemäss § 317 BGB] nach 
billigem Ermessen, gegebenenfalls unter Berück-

[(2)  In case of Termination the Issuer shall pay to each 
Securityholder an amount in the Settlement 
Currency with respect to each Security it holds, 
which is determined by the Calculation Agent at its 
reasonable discretion [in case of German law 
governed Warrants: pursuant to § 317 of the BGB] 
and, if applicable, considering [the then prevailing 
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sichtigung [des dann massgeblichen Kurses des 
Basiswerts] [gegebenenfalls anderen Bezugspunkt 
hinsichtlich des in diesem Basisprospekt 
verwendeten Basiswerts einfügen: [•]], als 
angemessener Marktpreis eines Wertpapiers bei 
Kündigung festgelegt wird (der „Kündigungs-
betrag“).]  

Price of the Underlying] [if appropriate, insert 
different point of reference to an Underlying 
comprised in this Base Prospectus: [•]], as the fair 
market price of a Security at the occurrence of 
Termination (the “Termination Amount”).]  

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[im Fall eines bedingten Kündigungsrechts der 
Emittentin gegebenenfalls folgenden § 7 [a] einfügen: 
 

§ 7 [a] 
Kündigung 

 

 
[in case of a conditional termination right of the Issuer, if 
appropriate, insert the following § 7 [a]: 
 

§ 7 [a] 
Termination 

 
[(1) Bei Vorliegen eines der nachstehend beispielhaft 

beschriebenen Kündigungsereignisse ist die 
Emittentin berechtigt, aber nicht verpflichtet, die 
Wertpapiere durch Bekanntmachung gemäss § 11 
dieser Bedingungen unter Angabe des 
Kündigungsereignisses zu kündigen (die 
„Kündigung“):] 

[(1) If any of the following Termination Events, as 
exemplary described below, occurs at any time, the 
Issuer shall be entitled, but not obliged, to terminate 
the Securities by way of publication pursuant to § 11 
of these Conditions, specifying the Termination 
Event (the “Termination”):] 

 
[im Fall von Aktien und sonstigen Wertpapieren, 
Rohstoffen, Edelmetallen und Indizes als Basiswert 
bzw. Korbbestandteil gegebenenfalls folgenden Text 
einfügen:] 

 
[in case of shares and other securities, commodities, 
precious metals and indices as the Underlying or Basket 
Component, as the case may be, insert, if appropriate, 
the following text:] 

 [Ein „Kündigungsereignis“ in Bezug auf [eine 
Aktie] [bzw.] [einen Nichtdividendenwert] [bzw.] 
[einen Rohstoff] [bzw.] [ein Edelmetall] [bzw.] 
[einen Index] als [Basiswert] [Korbbestandteil] 
bezeichnet jedes der folgenden Ereignisse:] 

 [A “Termination Event”, in relation to [a share] 
[or, as the case may be,] [a non-equity security] [or, 
as the case may be,] [a commodity] [or, as the case 
may be,] [a precious metal] [or, as the case may be,] 
[an Index] used as [the Underlying] [the Basket 
Component] means any of the following events:] 

[(i) Die Ermittlung und/oder Veröffentlichung 
des Kurses [der Aktie] [bzw.] [des 
Nichtdividendenwerts] [bzw.] [des Rohstoffs] 
[bzw.] [des Edelmetalls] [bzw.] [des Index] 
wird endgültig eingestellt, oder der 
Emittentin oder der Berechnungsstelle wird 
eine entsprechende Absicht bekannt.] 

[(i) The determination and/or publication of the 
price of [the share] [or, as the case may be,] 
[the non-equity security] [or, as the case may 
be,] [the commodity] [or, as the case may be,] 
[the precious metal] [or, as the case may be,] 
[the Index] is discontinued permanently, or the 
Issuer or the Calculation Agent obtains 
knowledge about the intention to do so.] 

[(ii) Die Emittentin und die Berechnungsstelle 
sind nach Ausübung billigen Ermessens [im 
Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] der Ansicht, dass eine 
Anpassung dieser Bedingungen, aus welchen 
Gründen auch immer, nicht möglich sei.] 

[(ii) It is, in the opinion of the Issuer and the 
Calculation Agent at their reasonable discretion 
[in case of German law governed Warrants: 
(pursuant to § 315 of the BGB or, as the case 
may be, § 317 of the BGB)], not possible, for 
whatever reason, to make adjustments to these 
Conditions.] 

[(iii) Die Emittentin und die Berechnungsstelle 
sind nach Ausübung billigen Ermessens[im 
Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] der Ansicht, dass eine sonstige 
erhebliche Änderung der Marktbedingungen 
[an der Massgeblichen Börse] [oder] [in dem 
Massgeblichen Handelssystem] eingetreten 
ist.] 

[(iii) In the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to 
§ 315 of the BGB or, as the case may be, § 317 
of the BGB)], another material change in the 
market conditions occurred [in relation to the 
Relevant Exchange] [or] [in relation to the 
Relevant Trading System].] 

[im Fall von Aktien als Basiswert bzw. [in case of shares as the Underlying or Basket 
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Korbbestandteil zusätzlich folgende Absätze 
(iv) bis (vii) einfügen: 

Component, as the case may be, add the following 
paras. (iv) to (vii):  

[(iv) Der Emittentin wird die Absicht, die 
Notierung der Aktien der Gesellschaft [in 
dem Massgeblichen Handelssystem] [bzw.] 
[an der Massgeblichen Börse] aufgrund einer 
Verschmelzung durch Aufnahme oder durch 
Neubildung, einer Umwandlung in eine 
Rechtsform ohne Aktien oder aus 
irgendeinem sonstigen vergleichbaren Grund, 
insbesondere in Folge eines Delistings der 
Gesellschaft, endgültig einzustellen, 
bekannt.] 

[(iv) The Issuer obtains knowledge about the 
intention to discontinue permanently the 
quotation of the shares of the Company [in the 
Relevant Trading System] [or] [on the Relevant 
Exchange] [, as the case may be,] due to a 
merger or a new company formation, due to a 
transformation of the Company into a legal 
form without shares, or due to any other 
comparable reason, in particular as a result of a 
delisting of the Company.] 

[(v) Die Beantragung des Insolvenzverfahrens 
oder eines vergleichbaren Verfahrens über 
das Vermögen der Gesellschaft nach dem für 
die Gesellschaft anwendbaren Recht.] 

[(v) An insolvency proceeding or any other similar 
proceeding under the jurisdiction applicable to 
and governing the Company is initiated with 
respect to the assets of the Company.] 

[(vi) Die Übernahme der Aktien der Gesellschaft, 
wodurch die Liquidität der Aktie im Handel 
nach Ansicht der Emittentin massgeblich 
beeinträchtigt wird.] 

[(vi) Take-over of the shares of the Company, which 
in the Issuer's opinion, results in a significant 
impact on the liquidity of such shares in the 
market.] 

[(vii) Das Angebot gemäss dem Aktien- oder 
Umwandlungsgesetz oder gemäss einer ver-
gleichbaren Regelung des für die Gesellschaft 
anwendbaren Rechts an die Aktionäre der 
Gesellschaft, die Altaktien der Gesellschaft 
gegen Barausgleich, andere Wertpapiere als 
Aktien oder andere Rechte, für die keine 
Notierung an einer Börse bzw. einem 
Handelssystem besteht, umzutauschen.] ] 

[(vii) Offer to the shareholders of the Company 
pursuant to the German Stock Corporation Act 
(Aktiengesetz), the German Law regulating the 
Transformation of Companies 
(Umwandlungsgesetz) or any other similar 
proceeding under the jurisdiction applicable to 
and governing the Company to convert existing 
shares of the Company to cash settlement, to 
Securities other than shares or rights, which are 
not quoted on a stock exchange and/or in a 
trading system.] ] 

[([•]) [gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Kündigung einfügen: 
[•].] 

[([•]) [if appropriate, insert other determination in 
the context of a termination: [•].] 

 
[im Fall von Währungswechselkursen als Basiswert 
bzw. Korbbestandteil gegebenenfalls folgenden Text 
einfügen:] 

 
[in case of currency exchange rates as the Underlying or 
Basket Component, as the case may be, insert, if 
appropriate, the following text:] 

 [Ein „Kündigungsereignis“ in Bezug auf einen 
Währungswechselkurs als [Basiswert] [Korb-
bestandteil] bezeichnet jedes der folgenden 
Ereignisse:] 

 [A “Termination Event”, in relation to a currency 
exchange rate used as [the Underlying] [the Basket 
Component] means any of the following events:] 

[(i) Die Ermittlung und/oder Veröffentlichung 
des Kurses einer im Zusammenhang mit 
einem Währungswechselkurs verwendeten 
Währung wird endgültig eingestellt, oder der 
Emittentin oder der Berechnungsstelle wird 
eine entsprechende Absicht bekannt.] 

[(i) The determination and/or publication of the 
price of a currency used in relation to the 
currency exchange rate is discontinued 
permanently, or the Issuer or the Calculation 
Agent obtains knowledge about the intention to 
do so.] 

[(ii) Die Emittentin und die Berechnungsstelle 
sind nach Ausübung billigen Ermessens [im 
Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] der Ansicht, dass eine 
Anpassung dieser Bedingungen, aus welchen 
Gründen auch immer, nicht möglich sei.] 

[(ii) It is, in the opinion of the Issuer and the 
Calculation Agent at their reasonable discretion 
[in case of German law governed Warrants: 
(pursuant to § 315 of the BGB or, as the case 
may be, § 317 of the BGB)], not possible, for 
whatever reason, to make adjustments to these 
Conditions.] 

[(iii) Die Emittentin und die Berechnungsstelle 
sind nach Ausübung billigen Ermessens [im 
Fall von Optionsscheinen nach deutschem 

[(iii) In the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to 
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Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] der Ansicht, dass eine sonstige 
erhebliche Änderung der Marktbedingungen 
an dem Massgeblichen Devisenmarkt 
eingetreten ist.] 

§ 315 of the BGB or, as the case may be, § 317 
of the BGB)], another material change in the 
market conditions occurred in relation to the 
Relevant Exchange Market.] 

[(iv) Eine im Zusammenhang mit einem 
Währungswechselkurs verwendete Währung 
wird in ihrer Funktion als gesetzliches 
Zahlungsmittel des Landes oder der 
Rechtsordnung bzw. der Länder oder 
Rechtsordnungen, welche die Behörde, 
Institution oder sonstige Körperschaft 
unterhalten, die diese Währung ausgibt, durch 
eine andere Währung ersetzt oder mit einer 
anderen Währung zu einer gemeinsamen 
Währung verschmolzen, oder der Emittentin 
oder der Berechnungsstelle wird eine 
entsprechende Absicht bekannt.] 

[(iv) The currency used in connection with the 
currency exchange rate is, in its function as 
legal tender, in the country or jurisdiction, or 
countries or jurisdictions, maintaining the 
authority, institution or other body which issues 
such currency, replaced by another currency, or 
merged with another currency to become a 
common currency, or the Issuer or the 
Calculation Agent obtains knowledge about the 
intention to do so.] 

[(v) Der Umstand, dass ein Massgebliches Land 
(aa) Kontrollen einführt oder eine ent-
sprechende Absicht bekundet, (bb) (i) 
Gesetze und Vorschriften einführt oder eine 
entsprechende Absicht bekundet oder (ii) die 
Auslegung oder Anwendung von Gesetzen 
oder Vorschriften ändert oder eine 
entsprechende Absicht bekundet, und die 
Emittentin und/oder deren verbundene Unter-
nehmen nach Auffassung der Berechnungs-
stelle dadurch voraussichtlich in ihren 
Möglichkeiten beeinträchtigt werden, die im 
Zusammenhang mit einem Währungs-
wechselkurs verwendete Währung zu 
erwerben, zu halten, zu übertragen, zu 
veräussern oder andere Transaktionen in 
Bezug auf diese Währung durchzuführen.] 

[(v) A Relevant Country (aa) imposes any controls 
or announces its intention to impose any 
controls or (bb) (i) implements or announces its 
intention to implement or (ii) changes or 
announces its intention to change the 
interpretation or administration of any laws or 
regulations, in each case which the Calculation 
Agent determines is likely to affect the Issuer’s 
and/or any of its affiliates’ ability to acquire, 
hold, transfer or realise the currency used in 
connection with the currency exchange rate or 
otherwise to effect transactions in relation to 
such currency.] 

[(vi) Das Eintreten eines Ereignisses, das es der 
Emittentin, und/oder deren verbundenen 
Unternehmen nach Feststellung der Berech-
nungsstelle unmöglich machen würde, die im 
Folgenden genannten Handlungen 
vorzunehmen, bzw. deren Vornahme 
beeinträchtigen oder verzögern würde:] 

[(vi) The occurrence at any time of an event, which 
the Calculation Agent determines would have 
the effect of preventing, restricting or delaying 
the Issuer and/or any of its affiliates from:] 

[(aa) Umtausch einer im Zusammenhang mit 
einem Währungswechselkurs 
verwendeten Währung in die 
Auszahlungswährung bzw. in eine 
sonstige Währung auf üblichen und 
legalen Wegen oder Transferierung einer 
dieser Währungen innerhalb des 
Massgeblichen Landes bzw. aus dem 
entsprechenden Land, infolge von dem 
Massgeblichen Land verhängter 
Kontrollen, die einen solchen Umtausch 
oder eine solche Transferierung 
einschränken oder verbieten;] 

[(aa) converting the currency used in 
connection with the currency exchange 
rate into the Settlement Currency or into 
another currency through customary legal 
channels or transferring within or from 
any Relevant Country any of these 
currencies, due to the imposition by such 
Relevant Country of any controls 
restricting or prohibiting such conversion 
or transfer, as the case may be;] 

[(bb) Umtausch einer im Zusammenhang mit 
einem Währungswechselkurs 
verwendeten Währung in die Aus-
zahlungswährung bzw. in eine sonstige 

[(bb) converting the currency used in 
connection with the currency exchange 
rate into the Settlement Currency or into 
another currency at a rate at least as 
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Währung zu einem Kurs, der nicht 
schlechter ist als der für inländische 
Finanzinstitute mit Sitz in dem 
Massgeblichen Land geltende Kurs;] 

favourable as the rate for domestic 
institutions located in any Relevant 
Country;] 

[(cc) Transferierung einer im Zusammenhang 
mit einem Währungswechselkurs 
verwendeten Währung von Konten 
innerhalb des Massgeblichen Landes auf 
Konten ausserhalb des Massgeblichen 
Landes, oder] 

[(cc)  delivering the currency used in 
connection with the currency exchange 
rate from accounts inside any Relevant 
Country to accounts outside such 
Relevant Country; or] 

[(dd) Transferierung einer im Zusammenhang 
mit einem Währungswechselkurs 
verwendeten Währung zwischen Konten 
in dem Massgeblichen Land oder an eine 
nicht in dem Massgeblichen Land 
ansässige Person.] 

[(dd) transferring the currency used in 
connection with the currency exchange 
rate between accounts inside any Relevant 
Country or to a party that is a non-resident 
of such Relevant Country.] 

[([•]) [gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Kündigung einfügen: 
[•].] 

[([•]) [if appropriate, insert other determination in 
the context of a termination: [•].] 

 
[im Fall von Fondsanteilen als Basiswert bzw. 
Korbbestandteil gegebenenfalls folgenden Text ein-
fügen:] 

 
[in case of Fund Units as the Underlying or Basket 
Component, as the case may be, insert, if appropriate, 
the following text:] 

 [Ein „Kündigungsereignis“ in Bezug auf einen 
Fondsanteil als [Basiswert] [Korbbestandteil] 
bezeichnet jedes der folgenden Ereignisse:] 

 [A “Termination Event”, in relation to a Fund Unit 
used as [the Underlying] [the Basket Component] 
means any of the following events:] 

[(i) Die Ermittlung und/oder Veröffentlichung 
des Kurses des Fondsanteils wird endgültig 
eingestellt, oder der Emittentin oder der 
Berechnungsstelle wird eine entsprechende 
Absicht bekannt.] 

[(i) The determination and/or publication of the 
Price of the Fund Unit is discontinued 
permanently, or the Issuer or the Calculation 
Agent obtains knowledge about the intention to 
do so.] 

[(ii) Die Emittentin und die Berechnungsstelle 
sind nach Ausübung billigen Ermessens [im 
Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] der Ansicht, dass eine 
Anpassung dieser Bedingungen oder die 
Festlegung [eines Nachfolge-Basiswerts] 
[eines Nachfolge-Korbbestandteils], aus 
welchen Gründen auch immer, nicht möglich 
sei.] 

[(ii) It is, in the opinion of the Issuer and the 
Calculation Agent at their reasonable discretion 
[in case of German law governed Warrants: 
(pursuant to § 315 of the BGB or, as the case 
may be, § 317 of the BGB)], not possible, for 
whatever reason, to make adjustments to these 
Conditions or to select [a Successor 
Underlying] [a Successor Basket Component].] 

[(iii) Die Emittentin und die Berechnungsstelle 
sind nach Ausübung billigen Ermessens [im 
Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] der Ansicht, dass eine sonstige 
erhebliche Änderung der Marktbedingungen 
[an der Massgeblichen Börse] [oder] [in dem 
Massgeblichen Handelssystem] eingetreten 
ist.] 

[(iii) In the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to 
§ 315 of the BGB or, as the case may be, § 317 
of the BGB)], another material change in the 
market conditions occurred [in relation to the 
Relevant Exchange] [or] [in relation to the 
Relevant Trading System].] 

[(iv) Die Emittentin und die Berechnungsstelle 
sind nach Ausübung billigen Ermessens [im 
Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] der Ansicht, dass ein Ereignis, 
das einen Ersetzungsgrund (§ 6 [•] (2)) 
begründen würde, eintreten wird.] 

[(iv) In the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to 
§ 315 of the BGB or, as the case may be, § 317 
of the BGB)], an event, which qualifies as 
Replacement Event (§ 6 [•] (2)), will occur.] 

[([•]) [gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Kündigung einfügen: 

[([•]) [if appropriate, insert other determination in 
the context of a termination: [•].] 
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[•].] 
 
[im Fall eines Future Kontrakts als Basiswert bzw. 
Korbbestandteil gegebenenfalls folgenden Text ein-
fügen:] 

 
[in case of a futures contract as the Underlying or 
Basket Component, as the case may be, insert, if 
appropriate, the following text:] 

 [Ein „Kündigungsereignis“ in Bezug auf einen 
Future Kontrakt als [Basiswert] [Korbbestandteil] 
bezeichnet jedes der folgenden Ereignisse:] 

 [A “Termination Event”, in relation to a futures 
contract used as [the Underlying] [the Basket 
Component] means any of the following events:] 

[(i) Die Ermittlung und/oder Veröffentlichung 
des Kurses des Future Kontrakts wird 
endgültig eingestellt, oder der Emittentin oder 
der Berechnungsstelle wird eine 
entsprechende Absicht bekannt.] 

[(i) The determination and/or publication of the 
price of the futures contract is discontinued 
permanently, or the Issuer or the Calculation 
Agent obtains knowledge about the intention to 
do so.] 

[(ii) Die Emittentin und die Berechnungsstelle 
sind nach Ausübung billigen Ermessens [im 
Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] der Ansicht, dass eine 
Anpassung dieser Bedingungen, aus welchen 
Gründen auch immer, nicht möglich sei.] 

[(ii) It is, in the opinion of the Issuer and the 
Calculation Agent at their reasonable discretion 
[in case of German law governed Warrants: 
(pursuant to § 315 of the BGB or, as the case 
may be, § 317 of the BGB)], not possible, for 
whatever reason, to make adjustments to these 
Conditions.] 

[(iii) Die Emittentin und die Berechnungsstelle 
sind nach Ausübung billigen Ermessens [im 
Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] der Ansicht, dass eine sonstige 
erhebliche Änderung der Marktbedingungen 
an dem Massgeblichen Referenzmarkt 
eingetreten ist.] 

[(iii) In the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to 
§ 315 of the BGB or, as the case may be, § 317 
of the BGB)], another material change in the 
market conditions occurred in relation to the 
Relevant Reference Market.] 

[([•]) [gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Kündigung einfügen: 
[•].] 

[([•]) [if appropriate, insert other determination in 
the context of a termination: [•].] 

 
[im Fall eines Zinssatzes bzw. Referenzsatzes als 
Basiswert bzw. Korbbestandteil gegebenenfalls 
folgenden Text einfügen:] 

 
[in case of an interest rate or reference rate as the 
Underlying or Basket Component, as the case may be, 
insert, if appropriate, the following text:] 

 [Ein „Kündigungsereignis“ in Bezug auf [einen 
Zinssatz] [bzw.] [einen Referenzsatz] als 
[Basiswert] [Korbbestandteil] bezeichnet jedes der 
folgenden Ereignisse:] 

 [A “Termination Event”, in relation to [an interest 
rate] [or, as the case may be,] [a reference rate] used 
as [the Underlying] [the Basket Component] means 
any of the following events:] 

[(i) Die Ermittlung und/oder Veröffentlichung 
des Kurses [des Zinssatzes] [bzw.] [des 
Referenzsatzes] wird endgültig eingestellt, 
oder der Emittentin oder der Berechnungs-
stelle wird eine entsprechende Absicht 
bekannt.] 

[(i) The determination and/or publication of the 
Price of [the interest rate] [or, as the case may 
be,] [the reference rate] is discontinued 
permanently, or the Issuer or the Calculation 
Agent obtains knowledge about the intention to 
do so.] 

[(ii) Die Emittentin und die Berechnungsstelle 
sind nach Ausübung billigen Ermessens [im 
Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] der Ansicht, dass eine 
Anpassung dieser Bedingungen, aus welchen 
Gründen auch immer, nicht möglich sei.] 

[(ii) It is, in the opinion of the Issuer and the 
Calculation Agent at their reasonable discretion 
[in case of German law governed Warrants: 
(pursuant to § 315 of the BGB or, as the case 
may be, § 317 of the BGB)], not possible, for 
whatever reason, to make adjustments to these 
Conditions.] 

[(iii) Die Emittentin und die Berechnungsstelle 
sind nach Ausübung billigen Ermessens [im 
Fall von Optionsscheinen nach deutschem 
Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] der Ansicht, dass eine sonstige 
erhebliche Änderung der Marktbedingungen 
[an dem Massgeblichen Referenzmarkt] [bei 

[(iii) In the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to 
§ 315 of the BGB or, as the case may be, § 317 
of the BGB)], another material change in the 
market conditions occurred in relation to [the 
Relevant Reference Market] [the Relevant 
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der Massgeblichen Referenzstelle] 
eingetreten ist.] 

Reference Agent].] 

[([•]) [gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Kündigung 
einfügen: [•].] 

[([•]) [if appropriate, insert other determination in 
the context of a termination: [•].] 

[gegebenenfalls Bestimmungen im Zusammenhang mit 
Kreditbezogenen Optionsscheinen einfügen: [•].] 

[if appropriate, insert determination in relation to Credit 
Linked Warrants: [•].] 

[(2) Die Kündigung hat innerhalb von [•] nach dem 
Vorliegen des Kündigungsereignisses und unter 
Angabe des Kalendertags, zu dem die Kündigung 
wirksam wird (der „Kündigungstag“), zu 
erfolgen. In Zweifelsfällen über das Vorliegen des 
Kündigungsereignisses entscheidet die Emittentin 
[im Fall von Optionsscheinen nach deutschem 
Recht: gemäss § 315 BGB] nach billigem 
Ermessen.] 

[(2) The Termination shall be effected within [•] 
following the occurrence of the Termination Event 
and shall specify the calendar day, on which the 
Termination becomes effective (the “Termination 
Date”). In cases of doubt, the Issuer reserves the 
right to determine at its reasonable discretion [in 
case of German law governed Warrants: pursuant to 
§ 315 of the BGB] the occurrence of a Termination 
Event.] 

[(3) Im Fall der Kündigung zahlt die Emittentin an 
jeden Wertpapiergläubiger bezüglich jedes von 
ihm gehaltenen Wertpapiers einen Geldbetrag in 
der Auszahlungswährung, der von der 
Berechnungsstelle [im Fall von Optionsscheinen 
nach deutschem Recht: gemäss § 317 BGB] nach 
billigem Ermessen, gegebenenfalls unter Berück-
sichtigung [des dann massgeblichen Kurses des 
Basiswerts] [gegebenenfalls anderen Bezugspunkt 
einfügen: [•]] und der durch die Kündigung bei der 
Emittentin angefallenen Kosten, als angemessener 
Marktpreis eines Wertpapiers bei Kündigung 
festgelegt wird ([ebenfalls] der „Kündigungs-
betrag“).]  

[(3) In case of Termination the Issuer shall pay to each 
Securityholder an amount in the Settlement 
Currency with respect to each Security it holds, 
which is determined by the Calculation Agent at its 
reasonable discretion [in case of German law 
governed Warrants: pursuant to § 317 of the BGB] 
and, if applicable, considering [the then prevailing 
Price of the Underlying] [if appropriate, insert 
different point of reference: [•]] and the expenses of 
the Issuer caused by the Termination, as the fair 
market price of a Security at the occurrence of 
Termination ([also] the “Termination Amount”).]  

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[im Fall einer Steuer-Kündigung durch die Emittentin 
zusätzlich folgenden § 7 [•]einfügen: 
 

§ 7 [•]  
Steuern; Steuer-Kündigung 

 

 
[in case of a Termination for Tax Reasons by the Issuer 
add the following § 7 [•]: 
 

§ 7 [•] 
Taxes; Termination for Tax Reasons 

[(1) Alle von der Emittentin nach diesen Bedingungen 
zahlbaren Beträge sind ohne Einbehalt oder Abzug 
an der Quelle von gegenwärtigen oder 
irgendwelchen zukünftigen Steuern, Gebühren 
oder Abgaben, die von oder in [Jersey] [dem 
Vereinigten Königreich] [oder von oder in der 
Bundesrepublik Deutschland] [oder von oder in 
[•]] oder einer ihrer Gebietskörperschaften oder 
Behörden mit Steuerhoheit erhoben werden 
(„Quellensteuern“) zu zahlen, es sei denn, ein 
solcher Einbehalt oder Abzug von Quellensteuern 
ist gesetzlich vorgeschrieben. In diesem Fall zahlt 
die Emittentin, vorbehaltlich der nachfolgenden 
Regelungen, diejenigen zusätzlichen Beträge, die 
erforderlich sind, damit die Wertpapiergläubiger 
die Beträge erhalten, die sie ohne Quellensteuern 
erhalten hätten. Die in der Bundesrepublik 
Deutschland erhobene Zinsabschlagsteuer und der 
Solidaritätszuschlag sind keine Quellensteuern im 

[(1) All amounts payable by the Issuer under these 
Conditions are payable without any withholding or 
deduction at source of any present or future taxes, 
charges or duties imposed by or in [Jersey] [the 
United Kingdom] [or the Federal Republic of 
Germany] [or [•]] or by any political subdivision or 
any authority thereof having power to tax (“With-
holding Taxes”), unless such withholding or 
deduction of Withholding Taxes is required by law. 
In this latter case, the Issuer will, subject to the 
following provisions, pay such additional amounts 
as are necessary in order that the amounts received 
by the Securityholders equal the amounts they would 
have received in the absence of any Withholding 
Taxes. The interest deduction tax 
(Zinsabschlagsteuer) and the solidarity surcharge 
(Solidaritaetszuschlag) imposed in the Federal 
Republic of Germany are not deemed Withholding 
Taxes within the meaning of the above.] 
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oben genannten Sinn.] 
[(2) Die Emittentin ist jedoch nicht verpflichtet, solche 

zusätzlichen Beträge zu zahlen:] 
[(2) However, the Issuer will be not obliged to pay any 

such additional amounts:] 
[- wenn ein Wertpapiergläubiger solchen Steuern, 
Gebühren oder Abgaben auf die Wertpapiere 
wegen irgendeiner anderen Verbindung zu [Jersey] 
[dem Vereinigten Königreich] [oder der Bundes-
republik Deutschland] [oder [•]] als allein der 
Tatsache unterliegt, dass er Wertpapiergläubiger 
ist;] 

[- if a Securityholder is subject to such taxes, charges 
or duties on the Securities due to any other 
relationship with [Jersey] [the United Kingdom] [or 
the Federal Republic of Germany] [or [•]] than the 
mere holding of the Securities;] 

[- wenn solche Quellensteuern auf Zahlungen an 
einen Wertpapiergläubiger auf die Wertpapiere 
selbst oder jede Zahlung darauf auf der 
EU-Richtlinie über die Besteuerung von Kapital-
einkünften (2003/48/EG) vom 3. Juni 2003 
(„EU-Zinsrichtlinie“) beruhen. Gleiches gilt auch 
für jedes Gesetz oder jede andere rechtliche 
Massnahme, welche die 
EU-Zinsrichtlinie umsetzt oder mit dieser 
übereinstimmt oder eingeführt wurde, um der 
EU-Zinsrichtlinie zu entsprechen;] 

[- if such Withholding Taxes on payments to any 
Securityholder with respect to the Securities 
themselves or any payout thereon are based on the 
EU Directive on the taxation of savings income 
(2003/48/EC) of 3 June 2003 (“EU Savings 
Directive“). The same also applies to any law or any 
other legal measure which implements or is in 
conformity with or has been adopted to comply with 
the EU Savings Directive;] 

[- wenn Quellensteuern von dem Wertpapier-
gläubiger dadurch hätten vermieden werden 
können, dass er die Zahlungen auf die 
Wertpapiere, über eine andere Zahlstelle in einem 
EU-Mitgliedstaat zur Zahlung abgefordert hätte;] 

[- if the Securityholders may have avoided any 
Withholding Taxes by claiming payments on the 
Securities via another paying agent in a EU member 
state;] 

[- die aufgrund einer Rechtsänderung zu zahlen 
sind, welche später als 30 Tage nach Fälligkeit der 
betreffenden Zahlung von Kapital, oder, wenn dies 
später erfolgt, ordnungsgemässer Bereitstellung 
aller fälligen Beträge gemäss § 1 dieser 
Bedingungen wirksam wird.] 

[- that are payable as a result of any change in law 
that becomes effective more than 30 days after the 
relevant payment of principal becomes due or is duly 
provided for pursuant to § 1 of these Conditions, 
whichever occurs later.] 

[(3) Die Emittentin ist jederzeit berechtigt, sämtliche 
Wertpapiere, jedoch nicht nur teilweise, mit einer 
Frist von nicht weniger als 30 Tagen und nicht 
mehr als 45 Tagen durch Mitteilung gemäss § 11 
dieser Bedingungen und unter Angabe des 
Kalendertags, zu dem die Kündigung wirksam 
wird (der „Steuer-Kündigungstag“), zur Rück-
zahlung zu einem Geldbetrag je Wertpapier in der 
Auszahlungswährung, der von der 
Berechnungsstelle [im Fall von Optionsscheinen 
nach deutschem Recht: gemäss § 317 BGB] nach 
billigem Ermessen, gegebenenfalls unter Berück-
sichtigung [des dann massgeblichen Kurses des 
Basiswerts] [gegebenenfalls anderen Bezugspunkt 
einfügen: [•]] und der durch die Kündigung bei der 
Emittentin angefallenen Kosten, als angemessener 
Marktpreis eines Wertpapiers bei Kündigung 
festgelegt wird (der „Steuer-Kündigungs-
betrag“), zu kündigen, falls:]  

[(3) The Issuer is entitled at any time to redeem all, but 
not only some, of the Securities on giving no less 
than 30 and no more than 45 days notice pursuant to 
§ 11 of these Conditions, specifying the calendar 
day, on which the Termination becomes effective 
(the “Tax Termination Date”), at an amount in the 
Settlement Currency with respect to each Security, 
which is determined by the Calculation Agent at its 
reasonable discretion [in case of German law 
governed Warrants: pursuant to § 317 of the BGB] 
and, if applicable, considering [the then prevailing 
Price of the Underlying] [if appropriate, insert 
different point of reference: [•]] and the expenses of 
the Issuer caused by the Termination, as the fair 
market price of a Security at the occurrence of 
Termination (the “Tax Termination Amount”) if:] 

[- die Emittentin bei der nächsten Zahlung nach 
diesen Bedingungen verpflichtet ist oder ver-
pflichtet sein wird, als Ergebnis einer Änderung 
oder Ergänzung in den Gesetzen oder Vorschriften 
in [Jersey] [dem Vereinigten Königreich] [oder der 
Bundesrepublik Deutschland] [oder [•]] oder 
irgendeiner ihrer Gebietskörperschaften oder 
Behörden mit Steuerhoheit oder einer Änderung in 

[- the Issuer, on the occasion of the next payment is 
or will be required under these Conditions to pay 
additional amounts under this § 7 [•] of these 
Conditions on account of any change or amendment 
to the laws or regulations of [Jersey] [the United 
Kingdom] [or the Federal Republic of Germany] [or 
[•]] or any political subdivision or authority thereof 
with power to tax or any change in application or 
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der Anwendung oder Auslegung solcher Gesetze 
oder Vorschriften, die am oder nach dem Tag der 
Emission dieser Wertpapiere in Kraft tritt bzw. 
angewendet wird, zusätzliche Beträge nach diesem 
§ 7 [•] dieser Bedingungen zu zahlen; und] 

interpretation of such laws or regulations which 
change becomes effective or applicable on or after 
the Issue Date of these Securities; and] 

[- die Emittentin das Erfordernis, solche 
zusätzlichen Beträge zahlen zu müssen, nicht 
durch nach eigenem Ermessen zumutbare 
Massnahmen (nicht aber eine Ersetzung der 
Emittentin gemäss § 10 dieser Bedingungen) 
vermeiden kann.] 

[- the Issuer cannot avoid the requirement to pay 
such additional amounts by any steps reasonably 
available to the Issuer at its own discretion (but not 
by any substitution of the Issuer pursuant to § 10 of 
these Conditions).] 

[Eine solche Kündigung darf nicht früher als 
90 Tage vor dem Datum erfolgen, an dem die 
Emittentin erstmals zusätzliche Beträge nach 
diesem § 7 [•] zu zahlen hätte.]] 

[Any such notice of redemption must not be given 
any earlier than 90 days prior to the date on which 
the Issuer would initially be required to pay 
additional amounts pursuant to this § 7 [•].]] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] ] 

[if appropriate, insert alternative or additional 
provisions: [•].] ] 

 
[gegebenenfalls folgenden § 7 einfügen: 
 

§ 7 
 

 
[if applicable, insert the following § 7: 
 

§ 7 

(Absichtlich freigelassen) 
]

(Intentionally left bank) 
]

 
§ 8 

Marktstörungen 
 

 
§ 8 

Market Disruptions 

[(1) [Sind die Emittentin und die Berechnungsstelle 
nach Ausübung billigen Ermessens [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB bzw. § 317 BGB)] der Ansicht, dass an 
[dem Bewertungstag] [einem der Bewertungs-
durchschnittstage] [bzw. dem Beobachtungstag] 
[bzw. einem der Beobachtungstage] [oder] [dem 
Festlegungstag] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]] eine Markt-
störung (§ 8 (3)) vorliegt, dann wird [der 
Bewertungstag] [der jeweilige Bewertungsdurch-
schnittstag] [bzw. der Beobachtungstag] [bzw. der 
jeweilige Beobachtungstag] [oder] [der Fest-
legungstag] [gegebenenfalls anderen zeitlichen 
Bezugspunkt einfügen: [•]] [für]  

[(1) [If, in the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)], a Market Disruption (§ 8 (3)) prevails on 
[the Valuation Date] [one of the Valuation 
Averaging Dates] [or] [on the Observation Date] [on 
one of the Observation Dates] [or] [on the Fixing 
Date] [, as the case may be,] [if appropriate, insert 
different point of temporal reference: [•]] [the 
Valuation Date] [the relevant Valuation Averaging 
Date] [or] [the Observation Date] [the relevant 
Observation Date] [or] [the Fixing Date] [, as the 
case may be,] [if appropriate, insert different point 
of temporal reference: [•]] [in relation to] 

 [den Basiswert] [den jeweils betroffenen Basis-
wert(i)] [bzw.] [den jeweils betroffenen Korb-
bestandteil(i)] [bzw.] [den jeweils betroffenen 
Einzelwert]  

 [the Underlying] [the affected Underlying(i)] [or, as 
the case may be,] [the affected Basket Component(i)] 
[or, as the case may be,] [the affected Component] 

 [sämtliche Basiswerte] [bzw.] [sämtliche Korb-
bestandteile] [bzw.] [sämtliche Einzelwerte] 

 [all Underlyings] [or, as the case may be,] [all 
Basket Components] [or, as the case may be,] [all 
Components] 

 auf den unmittelbar darauf folgenden [[Basiswert] 
[Korbbestandteil]-Berechnungstag] [Kalendertag] 
[gegebenenfalls anderen zeitlichen Bezugspunkt 
einfügen: [•]], an dem keine Marktstörung mehr 
vorliegt, verschoben. Die Emittentin wird sich 
bemühen, den Beteiligten unverzüglich gemäss 
§ 11 dieser Bedingungen mitzuteilen, dass eine 
Marktstörung eingetreten ist. Eine Pflicht zur 
Mitteilung besteht jedoch nicht.]  

shall be postponed to the next succeeding 
[[Underlying] [Basket Component] Calculation 
Date] [calendar day] [if appropriate, insert different 
point of temporal reference: [•]], on which no 
Market Disruption prevails. The Issuer shall 
endeavour to notify the parties pursuant to § 11 of 
these Conditions without delay of the occurrence of 
a Market Disruption. However, there is no 
notification obligation.]  
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 [Gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Marktstörung einfügen: 
[•].] ] 

 [if appropriate, insert other determination in the 
context of a market disruption: [•].] ] 

[(2) [Wenn der [Bewertungstag] [jeweilige Bewer-
tungsdurchschnittstag] [bzw. der Beobachtungs-
tag] [gegebenenfalls anderen zeitlichen Bezugs-
punkt einfügen: [•]] aufgrund der Bestimmungen 
des § 8 (1) um [•] [acht] [[Basiswert] [Korb-
bestandteil]-Berechnungstage] [Kalendertage] 
[gegebenenfalls anderen zeitlichen Bezugspunkt 
einfügen: [•]] verschoben worden ist und auch an 
diesem Tag die Marktstörung fortbesteht, dann gilt 
dieser Tag als der massgebliche [Bewertungstag] 
[Bewertungsdurchschnittstag] [bzw. 
Beobachtungstag] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]] [für]  

[(2) [If the [Valuation Date] [relevant Valuation 
Averaging Date] [or the Observation Date, as the 
case may be, ] [if appropriate, insert different point 
of temporal reference: [•]] has been postponed, due 
to the provisions of § 8 (1), by [•] [eight] 
[[Underlying] [Basket Component] Calculation 
Dates] [calendar days] [if appropriate, insert 
different point of temporal reference: [•]], and if the 
Market Disruption continues to prevail on this day, 
this day shall be deemed to be the relevant 
[Valuation Date] [Valuation Averaging Date] [or 
Observation Date, as the case may be, ] [if 
appropriate, insert different point of temporal 
reference: [•]] [in relation to]  

 [den Basiswert] [den jeweils betroffenen Basis-
wert(i)] [bzw.] [den jeweils betroffenen Korb-
bestandteil(i)] [bzw.] [den jeweils betroffenen 
Einzelwert]  

 [the Underlying] [the affected Underlying(i)] [or, as 
the case may be,] [the affected Basket Component(i)] 
[or, as the case may be,] [the affected Component] 

 [sämtliche Basiswerte] [bzw.] [sämtliche Korb-
bestandteile] [bzw.] [sämtliche Einzelwerte]. 

 [all Underlyings] [or, as the case may be,] [all 
Basket Components] [or, as the case may be,] [all 
Components]. 

 [Eine weitere Verschiebung findet nicht statt.]  [No further postponement shall take place.] 
 [Die Emittentin und die Berechnungsstelle werden 

dann nach Ausübung billigen Ermessens [im Fall 
von Optionsscheinen nach deutschem Recht: 
(gemäss § 315 BGB bzw. § 317 BGB)] sowie 
unter Berücksichtigung (i) der dann herrschenden 
Marktgegebenheiten und (ii) sämtlicher sonstigen 
Konditionen bzw. Faktoren, die die Emittentin und 
die Berechnungsstelle angemessenerweise für 
bedeutsam halten, auf Grundlage der zuletzt 
erhältlichen Kurse des [betroffenen] [Basiswerts] 
[Korbbestandteils] [bzw. des Einzelwerts] [im Fall 
eines Index als Basiswert bzw. Korbbestandteil 
folgenden Text einfügen: und der von dem Index 
Sponsor abgegebenen Schätzungen,] einen Kurs 
des [betroffenen] [Basiswerts] [Korbbestandteils] 
[bzw. des Einzelwerts] in Bezug auf den 
verschobenen [Bewertungstag] [Bewertungsdurch-
schnittstag] [bzw. Beobachtungstag] [gegebenen-
falls anderen zeitlichen Bezugspunkt einfügen: [•]] 
schätzen. (Zur Klarstellung: Dieser Kurs kann 
auch Null (0) betragen.)] 

 [The Issuer and the Calculation Agent will then, at 
their reasonable discretion [in case of German law 
governed Warrants: (pursuant to § 315 of the BGB 
or, as the case may be, § 317 of the BGB)] and 
taking into account (i) the market conditions then 
prevailing and (ii) such other conditions or factors as 
the Issuer and the Calculation Agent reasonably 
consider to be relevant, estimate the Price of the 
[affected] [Underlying] [Basket Component] [or, as 
the case may be, Component] in relation to the 
postponed [Valuation Date] [Valuation Averaging 
Date] [or Observation Date, as the case may be, ] [if 
appropriate, insert different point of temporal 
reference: [•]] (which for the avoidance of doubt 
could be zero (0)) on the basis of the last announced 
Prices of the [affected] [Underlying] [Basket 
Component] [or, as the case may be, Component] [in 
case of an Index as the Underlying or Basket 
Component, as the case may be, insert the following 
text: and of any estimate given by the Index 
Sponsor].] 

 [Sind die Emittentin und die Berechnungsstelle 
nach Ausübung billigen Ermessens [im Fall von 
Optionsscheinen nach deutschem Recht: (gemäss 
§ 315 BGB bzw. § 317 BGB)] der Ansicht, dass 
eine Schätzung des Kurses des [betroffenen] 
[Basiswerts] [Korbbestandteils] [bzw. des Einzel-
werts] aus welchen Gründen auch immer nicht 
möglich ist, dann werden die Emittentin und die 
Berechnungsstelle nach Ausübung billigen 
Ermessens [im Fall von Optionsscheinen nach 
deutschem Recht: (gemäss § 315 BGB bzw. 
§ 317 BGB)] sowie unter Berücksichtigung (i) der 
dann herrschenden Marktgegebenheiten, (ii) sämt-

 [If, in the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)], an estimate of the Price of the [affected] 
[Underlying] [Basket Component] [or, as the case 
may be, of the Component] is, for whatsoever 
reason, not possible, the Issuer and the Calculation 
Agent will, at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to § 315 
of the BGB or, as the case may be, § 317 of the 
BGB)] and taking into account (i) the market 
conditions then prevailing, (ii) such other conditions 
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licher sonstigen Konditionen bzw. Faktoren, die 
die Emittentin und die Berechnungsstelle 
angemessenerweise für bedeutsam halten und (iii) 
gegebenenfalls unter Berücksichtigung der durch 
die Marktstörung bei der Emittentin angefallenen 
Kosten, bestimmen, ob, und gegebenenfalls in 
welcher Höhe, die Emittentin einen Geldbetrag in 
der Auszahlungswährung zahlen [im Fall der 
Tilgung durch physische Lieferung folgenden Text 
einfügen: bzw. ob, und gegebenenfalls in welcher 
Anzahl, die Emittentin den Physischen Basiswert 
liefern] wird. Auf diesen Geldbetrag finden die in 
diesen Bedingungen enthaltenen Bestimmungen 
über den Auszahlungsbetrag entsprechende 
Anwendung.] 

or factors as the Issuer and the Calculation Agent 
reasonably consider to be relevant and (iii) the 
expenses of the Issuer, if any, caused by the Market 
Disruption, determine whether and in which amount, 
if applicable, the Issuer will make payment of an 
amount in the Settlement Currency [in case of 
physical settlement insert the following text: or, as 
the case may be, whether and in which number, if 
any, the Issuer will deliver the Physical Underlying]. 
The provisions of these Conditions relating to the 
Settlement Amount shall apply mutatis mutandis to 
such payment.] 

 [Gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Marktstörung einfügen: 
[•].] 

 [if appropriate, insert other determination in the 
context of a market disruption: [•].] 

[(3) Eine „Marktstörung“ bedeutet] [(3) A “Market Disruption” shall mean] 
 
[im Fall von Aktien und sonstigen Wertpapieren, 
Rohstoffen, Edelmetallen, Indizes und Fondsanteilen 
als Basiswert bzw. Korbbestandteil gegebenenfalls 
folgenden Text einfügen:] 
 

 
[in case of shares and other securities, commodities, 
precious metals, indices and fund units as the 
Underlying or Basket Component, as the case may be, 
insert, if appropriate, the following text:] 

 [[in Bezug auf [eine Aktie] [bzw.] [einen 
Nichtdividendenwert] [bzw.] [einen Rohstoff] 
[bzw.] [ein Edelmetall] [bzw.] [einen Index] 
[bzw.] [einen Fondsanteils] als [Basiswert] [Korb-
bestandteil] [bzw. auf sämtliche seiner 
Einzelwerte]:] 

 [[in relation to [a share] [or, as the case may be,] [a 
non-equity security] [or, as the case may be,] [a 
commodity] [or, as the case may be,] [a precious 
metal] [or, as the case may be,] [an Index] [or, as the 
case may be,] [a Fund Unit] used as [the Underlying] 
[the Basket Component] [or, as the case may be, in 
relation to each of its Components]:] 

[(a) die Suspendierung oder das Ausbleiben der 
Bekanntgabe des Kurses [des [Basiswerts] 
[Korbbestandteils]] [an einem für die 
Berechnung eines Auszahlungsbetrags bzw. 
eines Kündigungsbetrags massgeblichen 
[[Basiswert] [Korbbestandteil]-Berechnungs-
tag] [Kalendertag] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]]] oder]  

[(a) a suspension or a failure of the announcement 
of the Price [of the [Underlying] [Basket 
Component]] [on any [[Underlying] [Basket 
Component] Calculation Date] [calendar day] 
[if appropriate, insert different point of 
temporal reference: [•]] relevant for 
determining the Settlement Amount or the 
Termination Amount, as the case may be,] or] 

[(b) die Begrenzung, Suspendierung bzw. 
Unterbrechung oder, vorbehaltlich von 
Absatz (4), eine nach Auffassung der 
Emittentin und der Berechnungsstelle 
wesentliche Einschränkung des Handels] 

[(b) a limitation, suspension or disruption of or, 
subject to para. (4), a restriction imposed on 
trading, the latter of which the Issuer and the 
Calculation Agent consider significant,] 

[(i) [in dem Massgeblichen Handelssystem] 
[bzw.] [an der Massgeblichen Börse] 
[oder] [an der/den Börse(n) bzw. in dem 
Markt/den Märkten, an/in 
der/dem/denen die Einzelwerte notiert 
oder gehandelt werden,] allgemein [(sei 
es wegen Kursbewegungen, die die 
Grenzen des von [dem Massgeblichen 
Handelssystem] [bzw.] [der Massgeb-
lichen Börse] [oder] [der/den Börse(n) 
bzw. dem Markt/den Märkten, an/in 
der/dem/denen die Einzelwerte notiert 
oder gehandelt werden,] Erlaubten 
überschreiten, oder aus sonstigen 

[(i) [in the Relevant Trading System] [or] [on 
the Relevant Exchange] [, as the case may 
be,] [or] [on the stock exchange(s) or in 
the market(s) on/in which the 
Components are quoted or traded,] in 
general [(whether by movements in price 
exceeding limits permitted by [the 
Relevant Trading System] [or] [the 
Relevant Exchange] [, as the case may 
be,] [or] [the stock exchange(s) or the 
market(s) on/in which the Components 
are quoted or traded,] or otherwise)], or] 
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Gründen)], oder] 
[(ii) [in dem Massgeblichen Handelssystem] 

[bzw.] [an der Massgeblichen Börse] 
[oder] [an der/den Börse(n) bzw. in dem 
Markt/den Märkten, an/in 
der/dem/denen die Einzelwerte notiert 
oder gehandelt werden,] in [der Aktie] 
[bzw.] [dem Nichtdividendenwert] 
[bzw.] [dem Rohstoff] [bzw.] [dem 
Edelmetall] [bzw.] [dem Index] [bzw.] 
[dem Fondsanteil] [bzw.] [in den 
Einzelwerten [der Aktie] [bzw.] [des 
Nichtdividendenwerts] [bzw.] [des 
Rohstoffs] [bzw.] [des Edelmetalls] 
[bzw.] [des Zinssatzes] [bzw.] [des 
Index] [bzw.] [des Fondsanteils] an 
der/den Börse(n) bzw. in dem Markt/den 
Märkten an/in der/dem/denen die 
Einzelwerte notiert oder gehandelt 
werden, sofern eine wesentliche Anzahl 
oder ein wesentlicher Anteil [unter 
Berücksichtigung der Markt-
kapitalisierung] betroffen ist [(als 
wesentliche Anzahl bzw. wesentlicher 
Anteil gilt eine solche oder ein solcher 
von mehr als [•] [20 %] [10 %])],] [(sei 
es wegen Kursbewegungen, die die 
Grenzen des von [dem Massgeblichen 
Handelssystem] [bzw.] [der Massgeb-
lichen Börse] [oder] [der/den Börse(n) 
bzw. dem Markt/den Märkten, an/in 
der/dem/denen die Einzelwerte notiert 
oder gehandelt werden,] Erlaubten 
überschreiten, oder aus sonstigen 
Gründen)], oder] 

[(ii) [in the Relevant Trading System] [or] [on 
the Relevant Exchange] [, as the case may 
be,] [or] [on the stock exchange(s) or in 
the market(s) on/in which the 
Components are quoted or traded,] in [the 
share] [or, as the case may be,] [the non-
equity security] [or, as the case may be,] 
[the commodity] [or, as the case may be,] 
[the precious metal] [or, as the case may 
be,] [the Index] [or, as the case may be,] 
[the Fund Unit] [or, as the case may be, ] 
[in the Components of [the share] [or, as 
the case may be,] [the non-equity 
security] [or, as the case may be,] [the 
commodity] [or, as the case may be,] [the 
precious metal] [or, as the case may be,] 
[the interest rate] [or, as the case may be,] 
[the Index] [or, as the case may be,] [the 
Fund Unit] on the stock exchange(s) or in 
the market(s) on/in which these values are 
quoted or traded, provided that a major 
number or a major part [in terms of 
market capitalisation] is concerned [(a 
number or part in excess of [•] [20 %] 
[10 %] shall be deemed to be material)],] 
[(whether by movements in price 
exceeding limits permitted by [the 
Relevant Trading System] [or] [the 
Relevant Exchange] [, as the case may 
be,] [or] [the stock exchange(s) or the 
market(s) on/in which the Components 
are quoted or traded,] or otherwise)], or] 

[(iii) an der Massgeblichen Terminbörse, falls 
dort Optionskontrakte auf [die Aktie] 
[bzw.] [den Nichtdividendenwert] [bzw.] 
[den Rohstoff] [bzw.] [das Edelmetall] 
[bzw.] [den Index] [bzw.] [den 
Fondsanteil] [bzw. auf die Einzelwerte] 
gehandelt werden, oder] 

[(iii) on the Relevant Futures and Options Ex-
change, if Option Contracts on [the share] 
[or, as the case may be,] [the non-equity 
security] [or, as the case may be,] [the 
commodity] [or, as the case may be,] [the 
precious metal] [or, as the case may be,] 
[the Index] [or, as the case may be,] [the 
Fund Unit] [or, as the case may be, on the 
Components] are traded there, or] 

[[(iv) in dem/den Währungsmarkt/-märkten, 
in dem/denen gegebenenfalls die Kurse 
für die Währungsumrechnung in die 
Auszahlungswährung gemäss § 5 (2) 
dieser Bedingungen festgestellt werden, 
oder]] 

[[(iv) on the foreign exchange market(s) in 
which the rates for the conversion into the 
Settlement Currency pursuant to § 5 (2) of 
these Conditions are determined, if 
applicable, or]] 

[([iv] [v]) aufgrund einer Anordnung einer 
Behörde oder [der Massgeblichen Börse] 
[bzw.] [des Massgeblichen Handels-
systems] [(sei es wegen Kurs-
bewegungen, die die Grenzen des von 
[der Massgeblichen Börse] [bzw.] [dem 
Massgeblichen Handelssystem] 
Erlaubten überschreiten, oder aus 
sonstigen Gründen)], bzw. aufgrund 

[([iv] [v]) due to a directive of an authority or 
of [the Relevant Exchange] [or] [the 
Relevant Trading System] [, as the case 
may be,] [(whether by movements in price 
exceeding limits permitted by [the 
Relevant Exchange] [or] [the Relevant 
Trading System] [, as the case may be,] or 
otherwise)] or due to a moratorium, which 
is declared in respect of banking activities 
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eines Moratoriums für Bankgeschäfte in 
dem Land, in dem [die Massgebliche 
Börse] [bzw.] [das Massgebliche 
Handelssystem] ansässig ist, oder 
aufgrund sonstiger Umstände.] 

in the country, in which [the Relevant 
Exchange] [or] [the Relevant Trading 
System] is located, or due to any other 
reasons whatsoever.] 

[(c) Der massgebliche Kurs ist ein Grenzpreis 
(limit price), was bedeutet, dass der für einen 
Tag ermittelte [•] Kurs für [den betroffenen 
Basiswert] [den betroffenen Korbbestand-
teil(i)] [bzw. für den betroffenen Einzelwert] 
den [•] Kurs an dem unmittelbar voran-
gehenden Tag um den nach den Vorschriften 
[des Massgeblichen Handelssystems] [bzw.] 
[der Massgeblichen Börse] [oder] [der 
Börse(n) bzw. des Markts/der Märkte, an/in 
der/dem/denen die Einzelwerte notiert oder 
gehandelt werden,] zulässigen maximalen 
Umfang überschritten bzw. unterschritten 
hat.]  

[(c) The relevant price is a “limit price”, which 
means that the [•] price for [the affected 
Underlying] [the affected Basket Component(i)] 
[or, as the case may be, the affected 
Component] for a day has increased or 
decreased from the immediately preceding 
day’s [•] price by the maximum amount 
permitted under applicable rules of [the 
Relevant Trading System] [or] [the Relevant 
Exchange] [, as the case may be,] [or] [the 
stock exchange(s) or the market(s) on/in which 
the Components are quoted or traded].]  

[(c] [d]) Der Eintritt eines sonstigen Ereignisses, 
das nach Ansicht der Emittentin und der 
Berechnungsstelle nach Ausübung billigen 
Ermessens [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB 
bzw. § 317 BGB)] die allgemeine 
Möglichkeit von Marktteilnehmern 
beeinträchtigt oder behindert, Transaktionen 
in [dem Basiswert] [dem jeweils betroffenen 
Basiswert(i)] [dem jeweils betroffenen Korb-
bestandteil(i)] [bzw. dem jeweils betroffenen 
Einzelwert] [sämtlichen Basiswerten] 
[sämtlichen Korbbestandteilen] [bzw. 
sämtlichen Einzelwerten] durchzuführen oder 
diesbezügliche Marktbewertungen zu 
erhalten.]] 

[([c] [d]) The occurrence of any other event that, in 
the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to 
§ 315 of the BGB or, as the case may be, § 317 
of the BGB)], disrupts or impairs the ability of 
market participants in general to effect 
transactions in, or obtain market values for [the 
Underlying] [the affected Underlying(i)] [the 
affected Basket Component(i)] [or, as the case 
may be, the affected Component] [all 
Underlyings] [all Basket Components] [or, as 
the case may be, all Components].]] 

[([•]) [gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Marktstörung 
einfügen: [•].] 

[([•]) [if appropriate, insert other determination in 
the context of a market disruption: [•].] 

 
[im Fall von Zinssätzen als Basiswert bzw. 
Korbbestandteil gegebenenfalls folgenden Text 
einfügen:] 

 
[in case of interest rates as the Underlying or Basket 
Component, as the case may be, insert, if appropriate, 
the following text:] 

 [[in Bezug auf einen Zinssatz als [Basiswert] 
[Korbbestandteil]:] 

 [[in relation to an interest rate used as [the 
Underlying] [the Basket Component]:] 

[(a) die Suspendierung oder das Ausbleiben der 
Bekanntgabe des Kurses [des [Basiswerts] 
[Korbbestandteils]] [an einem für die 
Berechnung eines Auszahlungsbetrags bzw. 
eines Kündigungsbetrags massgeblichen 
[[Basiswert] [Korbbestandteil]-Berechnungs-
tag] [Kalendertag] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]]] oder]  

[(a) a suspension or a failure of the announcement 
of the Price [of the [Underlying] [Basket 
Component]] [on any [[Underlying] [Basket 
Component] Calculation Date] [calendar day] 
[if appropriate, insert different point of 
temporal reference: [•]] relevant for 
determining the Settlement Amount or the 
Termination Amount, as the case may be,] or] 

[(b) die Begrenzung, Suspendierung bzw. 
Unterbrechung oder, vorbehaltlich von 
Absatz (4), eine nach Auffassung der 
Emittentin und der Berechnungsstelle 
wesentliche Einschränkung des Handels] 

[(b) a limitation, suspension or disruption of or, 
subject to para. (4), a restriction imposed on 
trading, the latter of which the Issuer and the 
Calculation Agent consider significant,] 

[(i) an dem Massgeblichen Referenzmarkt 
allgemein [(sei es wegen Kurs-

[(i) on the Relevant Reference Market in 
general [(whether by movements in price 
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bewegungen, die die Grenzen des von 
dem Massgeblichen Referenzmarkt 
Erlaubten überschreiten, oder aus 
sonstigen Gründen)], oder] 

exceeding limits permitted by the 
Relevant Reference Market or 
otherwise)], or] 

[(ii) an dem Massgeblichen Referenzmarkt 
mit Bezug zu dem Zinssatz, sofern eine 
wesentliche Anzahl oder ein wesent-
licher Anteil betroffen ist [(als wesent-
liche Anzahl bzw. wesentlicher Anteil 
gilt eine solche oder ein solcher von 
mehr als [•] [20 %] [10 %])],] [(sei es 
wegen Kursbewegungen, die die 
Grenzen des von dem Massgeblichen 
Referenzmarkt Erlaubten überschreiten, 
oder aus sonstigen Gründen)], oder] 

[(ii) on the Relevant Reference Market in 
relation to the interest rate, provided that a 
major number or a major part is 
concerned [(a number or part in excess of 
[•] [20 %] [10 %] shall be deemed to be 
material)],] [(whether by movements in 
price exceeding limits permitted by the 
Relevant Reference Market or 
otherwise)], or] 

[(iii) an einer Terminbörse, falls dort Options- 
und Terminkontrakte auf den Zinssatz 
gehandelt werden, oder] 

[(iii) on a futures and options exchange, if 
option and futures contracts on the 
interest rate are traded there, or] 

[[(iv) in dem/den Währungsmarkt/-märkten, 
in dem/denen gegebenenfalls die Kurse 
für die Währungsumrechnung in die 
Auszahlungswährung gemäss § 5 (2) 
dieser Bedingungen festgestellt werden, 
oder]] 

[[(iv) on the foreign exchange market(s) in 
which the rates for the conversion into the 
Settlement Currency pursuant to § 5 (2) of 
these Conditions are determined, if 
applicable, or]] 

[([iv] [v]) aufgrund einer Anordnung einer 
Behörde oder des Massgeblichen 
Referenzmarkts [(sei es wegen Kurs-
bewegungen, die die Grenzen des von 
dem Massgeblichen Referenzmarkt 
Erlaubten überschreiten, oder aus 
sonstigen Gründen)], bzw. aufgrund 
eines Moratoriums für Bankgeschäfte in 
dem Land, in dem der Massgebliche 
Referenzmarkt ansässig ist, oder 
aufgrund sonstiger Umstände.] 

[([iv] [v]) due to a directive of an authority or 
of the Relevant Reference Market 
[(whether by movements in price 
exceeding limits permitted by the 
Relevant Reference Market or otherwise)] 
or due to a moratorium, which is declared 
in respect of banking activities in the 
country, in which the Relevant Reference 
Market is located, or due to any other 
reasons whatsoever.] 

[(c) die wesentliche Veränderung in der Methode 
der Preisfeststellung bzw. in den 
Handelsbedingungen in Bezug auf den 
Zinssatz an dem Massgeblichen 
Referenzmarkt.] 

[(c) a significant change in the method of price 
determination or in the trading conditions 
relating to the interest rate on the Relevant 
Reference Market (e.g. in terms of the 
composition, the quantity or the dealing 
currency).] 

[(c] [d]) Der Eintritt eines sonstigen Ereignisses, 
das nach Ansicht der Emittentin und der 
Berechnungsstelle nach Ausübung billigen 
Ermessens [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB 
bzw. § 317 BGB)] die allgemeine 
Möglichkeit von Marktteilnehmern 
beeinträchtigt oder behindert, Transaktionen 
in [dem Basiswert] [dem jeweils betroffenen 
Basiswert(i)] [dem jeweils betroffenen Korb-
bestandteil(i)] [bzw. dem jeweils betroffenen 
Einzelwert] [sämtlichen Basiswerten] 
[sämtlichen Korbbestandteilen] [bzw. 
sämtlichen Einzelwerten] durchzuführen oder 
diesbezügliche Marktbewertungen zu 
erhalten.]] 

[([c] [d]) The occurrence of any other event that, in 
the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to 
§ 315 of the BGB or, as the case may be, § 317 
of the BGB)], disrupts or impairs the ability of 
market participants in general to effect 
transactions in, or obtain market values for [the 
Underlying] [the affected Underlying(i)] [the 
affected Basket Component(i)] [or, as the case 
may be, the affected Component] [all 
Underlyings] [all Basket Components] [or, as 
the case may be, all Components].]] 

[([•]) [gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Marktstörung 

[([•]) [if appropriate, insert other determination in 
the context of a market disruption: [•].] 
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einfügen: [•].] 
 
[im Fall von Indizes als Basiswert bzw. 
Korbbestandteil, die aus Rohstoffen bzw. Edelmetallen 
als Einzelwerten bestehen, gegebenenfalls folgenden 
Text einfügen:] 

 
[in case of indices as the Underlying or Basket 
Component, as the case may be, comprising 
commodities or precious metals, as the case may be, as 
Components insert, if appropriate, the following text:] 

 [[in Bezug auf einen Index als [Basiswert] [Korb-
bestandteil] bzw. auf sämtliche seiner 
Einzelwerte:] 

 [[in relation to an Index used as [the Underlying] 
[the Basket Component] or, as the case may be, in 
relation to each of its Components:] 

[(a) die Suspendierung oder das Ausbleiben der 
Bekanntgabe des Kurses [des [Basiswerts] 
[Korbbestandteils]] [an einem für die 
Berechnung eines Auszahlungsbetrags bzw. 
eines Kündigungsbetrags massgeblichen 
[[Basiswert] [Korbbestandteil]-Berechnungs-
tag] [Kalendertag] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]]] oder]  

[(a) a suspension or a failure of the announcement 
of the Price [of the [Underlying] [Basket 
Component]] [on any [[Underlying] [Basket 
Component] Calculation Date] [calendar day] 
[if appropriate, insert different point of 
temporal reference: [•]] relevant for 
determining the Settlement Amount or the 
Termination Amount, as the case may be,] or] 

[(b) die Begrenzung, Suspendierung bzw. 
Unterbrechung oder, vorbehaltlich von 
Absatz (4), eine nach Auffassung der 
Emittentin und der Berechnungsstelle 
wesentliche Einschränkung des Handels] 

[(b) a limitation, suspension or disruption of or, 
subject to para. (4), a restriction imposed on 
trading, the latter of which is the Issuer and the 
Calculation Agent consider significant,] 

[(i) [in dem Massgeblichen Handelssystem] 
[bzw.] [an der Massgeblichen Börse] 
oder an der/den Börse(n) bzw. in dem 
Markt/den Märkten, an/in 
der/dem/denen die Einzelwerte notiert 
oder gehandelt werden, allgemein [(sei 
es wegen Kursbewegungen, die die 
Grenzen des von [dem Massgeblichen 
Handelssystem] [bzw.] [der Massgeb-
lichen Börse] oder der/den Börse(n) 
bzw. dem Markt/den Märkten, an/in 
der/dem/denen die Einzelwerte notiert 
oder gehandelt werden, Erlaubten 
überschreiten, oder aus sonstigen 
Gründen)], oder] 

[(i) [in the Relevant Trading System] [or] [on 
the Relevant Exchange] [, as the case may 
be,] or on the stock exchange(s) or in the 
market(s) on/in which the Components 
are quoted or traded, in general [(whether 
by movements in price exceeding limits 
permitted by [the Relevant Trading 
System] [or] [the Relevant Exchange] [, 
as the case may be,] or the stock 
exchange(s) or the market(s) on/in which 
the Components are quoted or traded, or 
otherwise)], or] 

[(ii) [in dem Massgeblichen Handelssystem] 
[bzw.] [an der Massgeblichen Börse] 
oder an der/den Börse(n) bzw. in dem 
Markt/den Märkten, an/in 
der/dem/denen die Einzelwerte notiert 
oder gehandelt werden, in dem Index 
bzw. in den Einzelwerten des Index an 
der/den Börse(n) bzw. in dem Markt/den 
Märkten an/in der/dem/denen die 
Einzelwerte notiert oder gehandelt 
werden, sofern eine wesentliche Anzahl 
oder ein wesentlicher Anteil [unter 
Berücksichtigung der Markt-
kapitalisierung] betroffen ist [(als 
wesentliche Anzahl bzw. wesentlicher 
Anteil gilt eine solche oder ein solcher 
von mehr als [•] [20 %] [10 %])], [(sei 
es wegen Kursbewegungen, die die 
Grenzen des von [dem Massgeblichen 
Handelssystem] [bzw.] [der Massgeb-
lichen Börse] oder der/den Börse(n) 
bzw. dem Markt/den Märkten, an/in 

[(ii) [in the Relevant Trading System] [or] [on 
the Relevant Exchange] [, as the case may 
be,] or on the stock exchange(s) or in the 
market(s) on/in which the Components 
are quoted or traded, in the Index or, as 
the case may be, in the Components of the 
Index on the stock exchange(s) or in the 
market(s) on/in which the Components 
are quoted or traded, provided that a 
major number or a major part [in terms of 
market capitalisation] is concerned [(a 
number or part in excess of [•] [20 %] 
[10 %] shall be deemed to be material)], 
[(whether by movements in price 
exceeding limits permitted by [the 
Relevant Trading System] [or] [the 
Relevant Exchange] [, as the case may 
be,] or the stock exchange(s) or the 
market(s) on/in which the Components 
are quoted or traded, or otherwise)], or] 
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der/dem/denen die Einzelwerte notiert 
oder gehandelt werden, Erlaubten 
überschreiten, oder aus sonstigen 
Gründen)], oder] 

[(iii) an der Massgeblichen Terminbörse, falls 
dort Optionskontrakte auf den Index 
bzw. auf die Einzelwerte gehandelt 
werden, oder] 

[(iii) on the Relevant Futures and Options Ex-
change, if Option Contracts on the Index 
or, as the case may be, on the 
Components are traded there, or] 

[[(iv) in dem/den Währungsmarkt/-märkten, 
in dem/denen gegebenenfalls die Kurse 
für die Währungsumrechnung in die 
Auszahlungswährung gemäss § 5 (2) 
dieser Bedingungen festgestellt werden, 
oder] ] 

[[(iv) on the foreign exchange market(s) in 
which the rates for the conversion into the 
Settlement Currency pursuant to § 5 (2) of 
these Conditions are determined, if 
applicable, or] ] 

[([iv] [v]) aufgrund einer Anordnung einer 
Behörde oder [der Massgeblichen Börse] 
[bzw.] [des Massgeblichen Handels-
systems] [(sei es wegen Kurs-
bewegungen, die die Grenzen des von 
[der Massgeblichen Börse] [bzw.] [dem 
Massgeblichen Handelssystem] 
Erlaubten überschreiten, oder aus 
sonstigen Gründen)], bzw. aufgrund 
eines Moratoriums für Bankgeschäfte in 
dem Land, in dem [die Massgebliche 
Börse] [bzw.] [das Massgebliche 
Handelssystem] ansässig ist, oder 
aufgrund sonstiger Umstände.] 

[([iv] [v]) due to a directive of an authority or 
of [the Relevant Exchange] [or] [the 
Relevant Trading System] [, as the case 
may be,] [(whether by movements in price 
exceeding limits permitted by [the 
Relevant Exchange] [or] [the Relevant 
Trading System] [, as the case may be,] or 
otherwise)] or due to a moratorium, which 
is declared in respect of banking activities 
in the country, in which [the Relevant 
Exchange] [or] [the Relevant Trading 
System] is located, or due to any other 
reasons whatsoever.] 

[(c) Der massgebliche Kurs ist ein Grenzpreis 
(limit price), was bedeutet, dass der für einen 
Tag ermittelte [•] Kurs für [den betroffenen 
Basiswert] [den betroffenen Korbbestand-
teil(i)] bzw. für den betroffenen Einzelwert 
den [•] Kurs an dem unmittelbar voran-
gehenden Tag um den nach den Vorschriften 
[des Massgeblichen Handelssystems] [bzw.] 
[der Massgeblichen Börse] oder der Börse(n) 
bzw. des Markts/der Märkte, an/in 
der/dem/denen die Einzelwerte notiert oder 
gehandelt werden, zulässigen maximalen 
Umfang überschritten bzw. unterschritten 
hat.] 

[(c) The relevant price is a “limit price”, which 
means that the [•] price for [the affected 
Underlying] [the affected Basket Component(i)] 
[or, as the case may be, the affected 
Component] for a day has increased or 
decreased from the immediately preceding 
day’s [•] price by the maximum amount 
permitted under applicable rules of [the 
Relevant Trading System] [or] [the Relevant 
Exchange] [, as the case may be,] or the stock 
exchange(s) or the market(s) on/in which the 
Components are quoted or traded.] 

[([c] [d]) Der Eintritt eines sonstigen Ereignisses, 
das nach Ansicht der Emittentin und der 
Berechnungsstelle nach Ausübung billigen 
Ermessens [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB 
bzw. § 317 BGB)] die allgemeine 
Möglichkeit von Marktteilnehmern 
beeinträchtigt oder behindert, Transaktionen 
in [dem Basiswert] [dem jeweils betroffenen 
Basiswert(i)] [dem jeweils betroffenen Korb-
bestandteil(i)] [bzw. dem jeweils betroffenen 
Einzelwert] [sämtlichen Basiswerten] 
[sämtlichen Korbbestandteilen] [bzw. 
sämtlichen Einzelwerten] durchzuführen oder 
diesbezügliche Marktbewertungen zu 
erhalten.]] 

[([c] [d]) The occurrence of any other event that, in 
the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to 
§ 315 of the BGB or, as the case may be, § 317 
of the BGB)], disrupts or impairs the ability of 
market participants in general to effect 
transactions in, or obtain market values for [the 
Underlying] [the affected Underlying(i)] [the 
affected Basket Component(i)] [or, as the case 
may be, the affected Component] [all 
Underlyings] [all Basket Components] [or, as 
the case may be, all Components].]] 

[([•]) [gegebenenfalls andere Bestimmung im [([•]) [if appropriate, insert other determination in 
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Zusammenhang mit der Marktstörung 
einfügen: [•].] 

the context of a market disruption: [•].] 

 
[im Fall von Währungswechselkursen als Basiswert 
bzw. Korbbestandteil gegebenenfalls folgenden Text 
einfügen:] 

 
[in case of currency exchange rates as the Underlying or 
Basket Component, as the case may be, insert, if 
appropriate, the following text:] 

 [[in Bezug auf einen Währungswechselkurs als 
[Basiswert] [Korbbestandteil]:] 

 [[in relation to a currency exchange rate used as [the 
Underlying] [the Basket Component]:] 

[(a) die Suspendierung oder das Ausbleiben der 
Bekanntgabe des Kurses [des [Basiswerts] 
[Korbbestandteils]] [an einem für die 
Berechnung eines Auszahlungsbetrags bzw. 
eines Kündigungsbetrags massgeblichen 
[[Basiswert] [Korbbestandteil]-Berechnungs-
tag] [Kalendertag] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]]] oder]  

[(a) a suspension or a failure of the announcement 
of the Price [of the [Underlying] [Basket 
Component]] [on any [[Underlying] [Basket 
Component] Calculation Date] [calendar day] 
[if appropriate, insert different point of 
temporal reference: [•]] relevant for 
determining the Settlement Amount or the 
Termination Amount, as the case may be,] or] 

[(b) der Umstand, dass ein Massgebliches Land 
(aa) Kontrollen einführt oder eine ent-
sprechende Absicht bekundet, (bb) (i) 
Gesetze und Vorschriften einführt oder eine 
entsprechende Absicht bekundet oder (ii) die 
Auslegung oder Anwendung von Gesetzen 
oder Vorschriften ändert oder eine 
entsprechende Absicht bekundet, und die 
Emittentin und/oder deren verbundene Unter-
nehmen nach Auffassung der Berechnungs-
stelle dadurch voraussichtlich in ihren 
Möglichkeiten beeinträchtigt werden, eine im 
Zusammenhang mit dem Währungswechsel-
kurs verwendete Währung zu erwerben, zu 
halten, zu übertragen, zu veräussern oder 
andere Transaktionen in Bezug auf diese 
Währung durchzuführen, oder] 

[(b) a Relevant Country (aa) imposes any controls 
or announces its intention to impose any 
controls or (bb) (i) implements or announces its 
intention to implement or (ii) changes or 
announces its intention to change the 
interpretation or administration of any laws or 
regulations, in each case which the Calculation 
Agent determines is likely to affect the Issuer’s 
and/or any of its affiliates’ ability to acquire, 
hold, transfer or realise the currency used in 
connection with the currency exchange rate or 
otherwise to effect transactions in relation to 
such currency, or] 

[(c) das Eintreten eines Ereignisses, das es der 
Emittentin, und/oder deren verbundenen 
Unternehmen nach Feststellung der 
Emittentin und der Berechnungsstelle 
unmöglich machen würde, die folgenden 
Handlungen vorzunehmen, bzw. deren Vor-
nahme beeinträchtigen oder verzögern 
würde:] 

[(c) the occurrence at any time of an event, which 
the Issuer and the Calculation Agent determine 
would have the effect of preventing, restricting 
or delaying the Issuer and/or any of its 
affiliates from:] 

[(i) Umtausch einer im Zusammenhang mit 
einem Währungswechselkurs 
verwendeten Währung in die 
Auszahlungswährung bzw. in eine 
sonstige Währung auf üblichen und 
legalen Wegen oder Transferierung einer 
dieser Währungen innerhalb des 
Massgeblichen Landes bzw. aus dem 
entsprechenden Land, infolge von dem 
Massgeblichen Land verhängter 
Kontrollen, die einen solchen Umtausch 
oder eine solche Transferierung 
einschränken oder verbieten;] 

[(i) converting the currency used in 
connection with the currency exchange 
rate into the Settlement Currency or into 
another currency through customary legal 
channels or transferring within or from 
any Relevant Country any of these 
currencies, due to the imposition by such 
Relevant Country of any controls 
restricting or prohibiting such conversion 
or transfer, as the case may be;] 

[(ii) Umtausch einer im Zusammenhang mit 
einem Währungswechselkurs verwen-
deten Währung in die Auszahlungs-
währung bzw. in eine sonstige Währung 
zu einem Kurs, der nicht schlechter ist 

[(ii) converting the currency used in 
connection with the currency exchange 
rate into the Settlement Currency or into 
another currency at a rate at least as 
favourable as the rate for domestic 
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als der für inländische Finanzinstitute 
mit Sitz in dem Massgeblichen Land 
geltende Kurs;] 

financial institutions located in any 
Relevant Country;] 

[(iii) Transferierung einer im Zusammenhang 
mit einem Währungswechselkurs 
verwendeten Währung von Konten 
innerhalb des Massgeblichen Landes auf 
Konten ausserhalb des Massgeblichen 
Landes, oder] 

[(iii) delivering the currency used in connection 
with the currency exchange rate from 
accounts inside any Relevant Country to 
accounts outside such Relevant Country; 
or] 

[(iv) Transferierung einer im Zusammenhang 
mit einem Währungswechselkurs 
verwendeten Währung zwischen Konten 
in dem Massgeblichen Land oder an eine 
nicht in dem Massgeblichen Land 
ansässige Person.] 

[(iv) transferring the currency used in 
connection with the currency exchange 
rate used between accounts inside any 
Relevant Country or to a party that is a 
non-resident of such Relevant Country.] 

[(d) die Suspendierung oder eine nach Auffassung 
der Emittentin und der Berechnungsstelle 
wesentliche Einschränkung des Handels] 

[(d) a suspension or a restriction imposed on 
trading, the latter of which is in the Issuer’s and 
Calculation Agent’s opinion significant,] 

[(i) in einer im Zusammenhang mit einem 
Währungswechselkurs verwendeten 
Währung in dem Massgeblichen 
Devisenmarkt allgemein, oder] 

[(i) in the currency used in connection with 
the currency exchange rate on the 
Relevant Exchange Market in general, or] 

[(ii) an der Massgeblichen Terminbörse, falls 
dort Optionskontrakte auf eine im 
Zusammenhang mit einem 
Währungswechselkurs verwendete 
Währung gehandelt werden, oder] 

[(ii) on the Relevant Futures and Options 
Exchange, if Option Contracts on the 
currency used in connection with the 
currency exchange rate are traded there, 
or] 

[(iii) aufgrund einer Anordnung einer 
Behörde oder des Massgeblichen 
Devisenmarkts bzw. aufgrund eines 
Moratoriums für Bankgeschäfte in dem 
Land, in dem der Massgebliche Devisen-
markt ansässig ist, oder aufgrund 
sonstiger Umstände.] ] 

[(iii) due to a directive of an authority or of the 
Relevant Exchange Market or due to a 
moratorium, which is declared in respect 
of banking activities in the country, in 
which the Relevant Exchange Market is 
located, or due to any other reasons 
whatsoever.] ] 

[([•]) [gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Marktstörung 
einfügen: [•].] 

[([•]) [if appropriate, insert other 
determination in the context of a market 
disruption: [•].] 

 
[im Fall von Futures Kontrakten als Basiswert bzw. 
Korbbestandteil gegebenenfalls folgenden Text 
einfügen:] 

 
[in case of futures contracts as the Underlying or Basket 
Component, as the case may be, insert, if appropriate, 
the following text:] 

 [[in Bezug auf einen Futures Kontrakt als 
[Basiswert] [Korbbestandteil]:] 

 [[in relation to a futures contract used as [the 
Underlying] [the Basket Component]:] 

[(a) die Suspendierung oder das Ausbleiben der 
Bekanntgabe des Kurses [des [Basiswerts] 
[Korbbestandteils]] [an einem für die 
Berechnung eines Auszahlungsbetrags bzw. 
eines Kündigungsbetrags massgeblichen 
[[Basiswert] [Korbbestandteil]-Berechnungs-
tag] [Kalendertag] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]]] oder]  

[(a) a suspension or a failure of the announcement 
of the Price [of the [Underlying] [Basket 
Component]] [on any [[Underlying] [Basket 
Component] Calculation Date] [calendar day] 
[if appropriate, insert different point of 
temporal reference: [•]] relevant for 
determining the Settlement Amount or the 
Termination Amount, as the case may be,] or] 

[(b) die Begrenzung, Suspendierung bzw. 
Unterbrechung oder, vorbehaltlich von 
Absatz (4), eine nach Auffassung der 
Emittentin und der Berechnungsstelle 
wesentliche Einschränkung des Handels] 

[(b) a limitation, suspension or disruption of or, 
subject to para. (4), a restriction imposed on 
trading, the latter of which the Issuer and the 
Calculation Agent consider significant,] 

[(i) an dem Massgeblichen Referenzmarkt 
allgemein [(sei es wegen Kurs-
bewegungen, die die Grenzen des von 

[(i) on the Relevant Reference Market in 
general [(whether by movements in price 
exceeding limits permitted by the 
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dem Massgeblichen Referenzmarkt 
Erlaubten überschreiten, oder aus 
sonstigen Gründen)], oder] 

Relevant Reference Market or 
otherwise)], or] 

[(ii) an dem Massgeblichen Referenzmarkt in 
dem Futures Kontrakt, sofern eine 
wesentliche Anzahl oder ein wesent-
licher Anteil betroffen ist [(als wesent-
liche Anzahl bzw. wesentlicher Anteil 
gilt eine solche oder ein solcher von 
mehr als [•] [20 %] [10 %])],] [(sei es 
wegen Kursbewegungen, die die 
Grenzen des von dem Massgeblichen 
Referenzmarkt Erlaubten überschreiten, 
oder aus sonstigen Gründen)], oder] 

[(ii) on the Relevant Reference Market in the 
futures contract, provided that a major 
number or a major part is concerned [(a 
number or part in excess of [•] [20 %] 
[10 %] shall be deemed to be material)],] 
[(whether by movements in price 
exceeding limits permitted by the 
Relevant Reference Market or 
otherwise)], or] 

[[(iv) in dem/den Währungsmarkt/-märkten, 
in dem/denen gegebenenfalls die Kurse 
für die Währungsumrechnung in die 
Auszahlungswährung gemäss § 5 (2) 
dieser Bedingungen festgestellt werden, 
oder]] 

[[(iv) on the foreign exchange market(s) in 
which the rates for the conversion into the 
Settlement Currency pursuant to § 5 (2) of 
these Conditions are determined, if 
applicable, or]] 

[([iv] [v]) aufgrund einer Anordnung einer 
Behörde oder des Massgeblichen 
Referenzmarkts [(sei es wegen Kurs-
bewegungen, die die Grenzen des von 
dem Massgeblichen Referenzmarkt 
Erlaubten überschreiten, oder aus 
sonstigen Gründen)], bzw. aufgrund 
eines Moratoriums für Bankgeschäfte in 
dem Land, in dem der Massgebliche 
Referenzmarkt ansässig ist, oder 
aufgrund sonstiger Umstände.] 

[([iv] [v]) due to a directive of an authority or 
of the Relevant Reference Market 
[(whether by movements in price 
exceeding limits permitted by the 
Relevant Reference Market or otherwise)] 
or due to a moratorium, which is declared 
in respect of banking activities in the 
country, in which the Relevant Reference 
Market is located, or due to any other 
reasons whatsoever.] 

[(c) die wesentliche Veränderung in der Methode 
der Preisfeststellung bzw. in den 
Handelsbedingungen in Bezug auf den 
Futures Kontrakt an dem Massgeblichen 
Referenzmarkt (z.B. in der Beschaffenheit, 
der Menge oder der Handelswährung).] 

[(c) a significant change in the method of price 
determination or in the trading conditions 
relating to the futures contract on the Relevant 
Reference Market (e.g. in terms of the 
composition, the quantity or the dealing 
currency).] 

[(c] [d]) Der Eintritt eines sonstigen Ereignisses, 
das nach Ansicht der Emittentin und der 
Berechnungsstelle nach Ausübung billigen 
Ermessens [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB 
bzw. § 317 BGB)] die allgemeine 
Möglichkeit von Marktteilnehmern 
beeinträchtigt oder behindert, Transaktionen 
in [dem Basiswert] [dem jeweils betroffenen 
Basiswert(i)] [dem jeweils betroffenen Korb-
bestandteil(i)] [bzw. dem jeweils betroffenen 
Einzelwert] [sämtlichen Basiswerten] 
[sämtlichen Korbbestandteilen] [bzw. 
sämtlichen Einzelwerten] durchzuführen oder 
diesbezügliche Marktbewertungen zu 
erhalten.]] 

[([c] [d]) The occurrence of any other event that, in 
the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to 
§ 315 of the BGB or, as the case may be, § 317 
of the BGB)], disrupts or impairs the ability of 
market participants in general to effect 
transactions in, or obtain market values for [the 
Underlying] [the affected Underlying(i)] [the 
affected Basket Component(i)] [or, as the case 
may be, the affected Component] [all 
Underlyings] [all Basket Components] [or, as 
the case may be, all Components].]] 

[([•]) [gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Marktstörung 
einfügen: [•].] 

[([•]) [if appropriate, insert other determination in 
the context of a market disruption: [•].] 

 
[im Fall von Referenzsätzen als Basiswert bzw. 
Korbbestandteil gegebenenfalls folgenden Text 

 
[in case of reference rates as the Underlying or Basket 
Component, as the case may be, insert, if appropriate, 
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einfügen:] the following text:] 
 [[in Bezug auf einen Referenzsatz als [Basiswert] 

[Korbbestandteil]:] 
 [[in relation to a reference rate used as [the 

Underlying] [the Basket Component]:] 
[(a) die Suspendierung oder das Ausbleiben der 

Bekanntgabe des Kurses [des [Basiswerts] 
[Korbbestandteils]] [an einem für die 
Berechnung eines Auszahlungsbetrags bzw. 
eines Kündigungsbetrags massgeblichen 
[[Basiswert] [Korbbestandteil]-Berechnungs-
tag] [Kalendertag] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]]] oder]  

[(a) a suspension or a failure of the announcement 
of the Price [of the [Underlying] [Basket 
Component]] [on any [[Underlying] [Basket 
Component] Calculation Date] [calendar day] 
[if appropriate, insert different point of 
temporal reference: [•]] relevant for 
determining the Settlement Amount or the 
Termination Amount, as the case may be,] or] 

[(b) die Begrenzung, Suspendierung bzw. 
Unterbrechung oder, vorbehaltlich von 
Absatz (4), eine nach Auffassung der 
Emittentin und der Berechnungsstelle 
wesentliche Einschränkung des Handels] 

[(b) a limitation, suspension or disruption of or, 
subject to para. (4), a restriction imposed on 
trading, the latter of which the Issuer and the 
Calculation Agent consider significant,] 

[(i) an [dem Massgeblichen Referenzmarkt] 
[der Massgeblichen Referenzstelle] 
allgemein [(sei es wegen Kurs-
bewegungen, die die Grenzen des von 
[dem Massgeblichen Referenzmarkt] 
[der Massgeblichen Referenzstelle] 
Erlaubten überschreiten, oder aus 
sonstigen Gründen)], oder] 

[(i) on [the Relevant Reference Market] [the 
Relevant Reference Agent] in general 
[(whether by movements in price 
exceeding limits permitted by [the 
Relevant Reference Market] [the Relevant 
Reference Agent] or otherwise)], or] 

[(ii) an [dem Massgeblichen Referenzmarkt] 
[der Massgeblichen Referenzstelle] mit 
Bezug zu dem Referenzsatz, sofern eine 
wesentliche Anzahl oder ein wesent-
licher Anteil betroffen ist [(als wesent-
liche Anzahl bzw. wesentlicher Anteil 
gilt eine solche oder ein solcher von 
mehr als [•] [20 %] [10 %])],] [(sei es 
wegen Kursbewegungen, die die 
Grenzen des von [dem Massgeblichen 
Referenzmarkt] [der Massgeblichen 
Referenzstelle] Erlaubten überschreiten, 
oder aus sonstigen Gründen)], oder] 

[(ii) on [the Relevant Reference Market] [the 
Relevant Reference Agent] in relation to 
the reference rate, provided that a major 
number or a major part is concerned [(a 
number or part in excess of [•] [20 %] 
[10 %] shall be deemed to be material)],] 
[(whether by movements in price 
exceeding limits permitted by [the 
Relevant Reference Market] [the Relevant 
Reference Agent] or otherwise)], or] 

[(iii) an einer Terminbörse, falls dort Options- 
und Terminkontrakte auf den 
Referenzsatz gehandelt werden, oder] 

[(iii) on a futures and options exchange, if 
option and futures contracts on the 
reference rate are traded there, or] 

[[(iv) in dem/den Währungsmarkt/-märkten, 
in dem/denen gegebenenfalls die Kurse 
für die Währungsumrechnung in die 
Auszahlungswährung gemäss § 5 (2) 
dieser Bedingungen festgestellt werden, 
oder]] 

[[(iv) on the foreign exchange market(s) in 
which the rates for the conversion into the 
Settlement Currency pursuant to § 5 (2) of 
these Conditions are determined, if 
applicable, or]] 

[([iv] [v]) aufgrund einer Anordnung einer 
Behörde oder [des Massgeblichen 
Referenzmarkts] [der Massgeblichen 
Referenzstelle] [(sei es wegen Kurs-
bewegungen, die die Grenzen des von 
[dem Massgeblichen Referenzmarkt] 
[der Massgeblichen Referenzstelle] 
Erlaubten überschreiten, oder aus 
sonstigen Gründen)], bzw. aufgrund 
eines Moratoriums für Bankgeschäfte in 
dem Land, in dem [der Massgebliche 
Referenzmarkt] [die Massgebliche 
Referenzstelle] ansässig ist, oder 

[([iv] [v]) due to a directive of an authority or 
of [the Relevant Reference Market] [the 
Relevant Reference Agent] [(whether by 
movements in price exceeding limits 
permitted by [the Relevant Reference 
Market] [the Relevant Reference Agent] 
or otherwise)] or due to a moratorium, 
which is declared in respect of banking 
activities in the country, in which [the 
Relevant Reference Market] [the Relevant 
Reference Agent] is located, or due to any 
other reasons whatsoever.] 



 

 

 

UBS AG Base Prospectus 

 

173

aufgrund sonstiger Umstände.] 
[(c) die wesentliche Veränderung in der Methode 

der Preisfeststellung bzw. in den 
Handelsbedingungen in Bezug auf den 
Referenzsatz an [dem Massgeblichen 
Referenzmarkt] [der Massgeblichen 
Referenzstelle].] 

[(c) a significant change in the method of price 
determination or in the trading conditions 
relating to the reference rate on [the Relevant 
Reference Market] [the Relevant Reference 
Agent].] 

[(c] [d]) Der Eintritt eines sonstigen Ereignisses, 
das nach Ansicht der Emittentin und der 
Berechnungsstelle nach Ausübung billigen 
Ermessens [im Fall von Optionsscheinen 
nach deutschem Recht: (gemäss § 315 BGB 
bzw. § 317 BGB)] die allgemeine 
Möglichkeit von Marktteilnehmern 
beeinträchtigt oder behindert, Transaktionen 
in [dem Basiswert] [dem jeweils betroffenen 
Basiswert(i)] [dem jeweils betroffenen Korb-
bestandteil(i)] [bzw. dem jeweils betroffenen 
Einzelwert] [sämtlichen Basiswerten] 
[sämtlichen Korbbestandteilen] [bzw. 
sämtlichen Einzelwerten] durchzuführen oder 
diesbezügliche Marktbewertungen zu 
erhalten.]] 

[([c] [d]) The occurrence of any other event that, in 
the opinion of the Issuer and the Calculation 
Agent at their reasonable discretion [in case of 
German law governed Warrants: (pursuant to 
§ 315 of the BGB or, as the case may be, § 317 
of the BGB)], disrupts or impairs the ability of 
market participants in general to effect 
transactions in, or obtain market values for [the 
Underlying] [the affected Underlying(i)] [the 
affected Basket Component(i)] [or, as the case 
may be, the affected Component] [all 
Underlyings] [all Basket Components] [or, as 
the case may be, all Components].]] 

[([•]) [gegebenenfalls andere Bestimmung im 
Zusammenhang mit der Marktstörung 
einfügen: [•].] 

[([•]) [if appropriate, insert other determination in 
the context of a market disruption: [•].] 

[gegebenenfalls Bestimmungen im Zusammenhang mit 
Kreditbezogenen Optionsscheinen einfügen: [•].] 

[if appropriate, insert determination in relation to Credit 
Linked Warrants: [•].] 

[(4) Eine Verkürzung der regulären Handelszeiten oder 
eine Beschränkung der Stunden oder Anzahl der 
Tage, an denen ein Handel stattfindet, gilt nicht als 
Marktstörung, sofern die Einschränkung auf einer 
Änderung der regulären Handelszeiten [des Mass-
geblichen Handelssystems] [bzw.] [der Mass-
geblichen Börse] [bzw.] [des Massgeblichen 
Referenzmarkts] [bzw.] [der Massgeblichen 
Referenzstelle] [oder] [des Massgeblichen 
Devisenmarkts] beruht, die mindestens eine 
(1) Stunde vor (i) entweder dem tatsächlichen 
regulären Ende der Handelszeiten [in dem Mass-
geblichen Handelssystem] [bzw.] [an der Mass-
geblichen Börse] [bzw.] [an dem Massgeblichen 
Referenzmarkt] [bzw.] [bei der Massgeblichen 
Referenzstelle] [oder] [an dem Massgeblichen 
Devisenmarkt] oder (ii) dem Termin für die Abgabe 
von Handelsaufträgen zur Bearbeitung an dem 
betreffenden Tag [in dem Massgeblichen Handels-
system] [bzw.] [an der Massgeblichen Börse] 
[bzw.] [an dem Massgeblichen Referenzmarkt] 
[bzw.] [bei der Massgeblichen Referenzstelle] 
[oder] [an dem Massgeblichen Devisenmarkt], je 
nachdem welcher Zeitpunkt früher ist, angekündigt 
worden ist. Eine im Laufe eines Tages auferlegte 
Beschränkung im Handel aufgrund von Preis-
bewegungen, die bestimmte vorgegebene Grenzen 
überschreiten, gilt nur dann als Marktstörung, wenn 
diese Beschränkung bis zum Ende der Handelszeit 
an dem betreffenden Tag fortdauert.] 

[(4) Any closing prior to the scheduled trading time or 
any restriction of the hours or the number of days 
during which trading takes place is not deemed to 
be a Market Disruption, if the restriction is based on 
a change in regular trading hours [in the Relevant 
Trading System] [or] [on the Relevant Exchange] 
[or] [on the Relevant Reference Market] [or] [at the 
Relevant Reference Agent] [or] [on the Relevant 
Exchange Market] [, as the case may be,] 
announced in advance at least one (1) hour prior to 
the earlier of (i) the actual closing time for the 
regular trading hours [in the Relevant Trading 
System] [or] [on the Relevant Exchange] [or] [on 
the Relevant Reference Market] [or] [at the 
Relevant Reference Agent] [or] [in the Relevant 
Exchange Market] [, as the case may be,] or (ii) the 
submission deadline for orders entered [into the 
Relevant Trading System] [or] [into the Relevant 
Exchange] [or] [into the Relevant Reference 
Market] [or] [at the Relevant Reference Agent] [or] 
[into the Relevant Exchange Market] [, as the case 
may be,] for execution on the relevant day. A 
restriction of trading which is levied during the 
course of any day due to price developments 
exceeding certain prescribed limits shall only be 
deemed to be a Market Disruption if such restriction 
continues until the end of trading hours on the 
relevant day.] 

[(5) Das Bestehen einer Marktstörung vor [dem [(5) The existence of a Market Disruption prior to [the 
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Bewertungstag] [einem Bewertungsdurch-
schnittstag] [bzw. vor] [,] [dem Beobachtungstag] 
[einem Beobachtungstag] [bzw. vor] [dem 
Festlegungstag] [gegebenenfalls anderen 
zeitlichen Bezugspunkt einfügen: [•]] bleibt für die 
Feststellung des Erreichens, Überschreitens oder 
Unterschreitens einer nach diesen Bedingungen 
massgeblichen Schwelle oder Grenze unberück-
sichtigt.]  

Valuation Date] [a Valuation Averaging Date] [or] 
[,] [the Observation Date] [an Observation Date] [or] 
[the Fixing Date] [, as the case may be,] [if 
appropriate, insert different point of temporal 
reference: [•]] shall be disregarded when 
determining reaching, exceeding or falling short of 
any threshold or limit, relevant under these 
Conditions.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
[gegebenenfalls folgenden § 8 einfügen: 
 

§ 8 
 

 
[if applicable, insert the following § 8: 
 

§ 8 

(Absichtlich freigelassen) 
]

(Intentionally left bank) 
]

 
§ 9 

Berechnungsstelle; [Optionsstelle;]  
Zahlstelle 

 
§ 9 

Calculation Agent; [Warrant Agent;]  
Paying Agent 

 
[(1) Die Berechnungsstelle [, die Optionsstelle] und die 

Zahlstelle (die „Wertpapierstellen“) übernehmen 
diese Funktion jeweils in Übereinstimmung mit 
diesen Bedingungen. Jede der Wertpapierstellen 
haftet dafür, dass sie im Zusammenhang mit den 
Wertpapieren Handlungen bzw. Berechnungen 
vornimmt, nicht vornimmt oder nicht richtig 
vornimmt oder sonstige Massnahmen trifft oder 
unterlässt nur, wenn und soweit sie jeweils die 
Sorgfalt eines ordentlichen Kaufmanns verletzt 
hat.] 

[(1) The Calculation Agent [, the Warrant Agent] and the 
Paying Agent (the “Security Agents”) shall assume 
such role in accordance with these Conditions. Each 
of the Security Agents shall be liable for making, 
failing to make or incorrectly making any measure 
or calculations, as the case may be, or for taking or 
failing to take any other measures only if and insofar 
as they fail to exercise the due diligence of a prudent 
businessman.] 

[(2) Jede der Wertpapierstellen handelt ausschliesslich 
als Erfüllungsgehilfin der Emittentin und hat 
keinerlei Pflichten gegenüber dem Wertpapier-
gläubiger. [im Fall von Optionsscheinen nach 
deutschem Recht: Die Wertpapierstellen sind 
jeweils von den Beschränkungen des § 181 BGB 
befreit.]] 

[(2) Each of the Security Agents acts exclusively as 
vicarious agent of the Issuer and has no obligations 
to the Securityholder. [in case of German law 
governed Warrants: Each of the Security Agents is 
exempt from the restrictions under § 181 of the 
BGB.]] 

[(3) Die Emittentin ist berechtigt, jederzeit jede oder 
alle der Wertpapierstellen durch eine andere 
Gesellschaft zu ersetzen, eine oder mehrere 
zusätzliche Wertpapierstellen zu bestellen und 
deren Bestellung zu widerrufen. Ersetzung, 
Bestellung und Widerruf werden gemäss § 11 
dieser Bedingungen bekannt gemacht.] 

[(3) The Issuer is entitled at any time to replace any or all 
of the Security Agents by another company, to 
appoint one or several additional Security Agents, 
and to revoke their appointments. Such replacement, 
appointment and revocation shall be notified in 
accordance with § 11 of these Conditions.] 

[(4)  Jede der Wertpapierstellen ist berechtigt, durch 
schriftliche Anzeige gegenüber der Emittentin 
jederzeit ihr Amt niederzulegen. Die Niederlegung 
wird nur wirksam mit der Bestellung einer anderen 
Gesellschaft als Berechnungsstelle 
[, Optionsstelle] bzw. als Zahlstelle durch die 
Emittentin. Niederlegung und Bestellung werden 
gemäss § 11 dieser Bedingungen bekannt 
gemacht.] 

[(4) Each of the Security Agents is entitled to resign at 
any time from its function upon prior written notice 
to the Issuer. Such resignation shall only become 
effective if another company is appointed by the 
Issuer as Calculation Agent [, Warrant Agent] or as 
Paying Agent, as the case may be. Resignation and 
appointment are notified in accordance with § 11 of 
these Conditions.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 
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§ 10 

Ersetzung der Emittentin 
 

 
§ 10 

Substitution of the Issuer 

[(1) Die Emittentin ist jederzeit berechtigt, ohne 
Zustimmung der Wertpapiergläubiger eine andere 
Gesellschaft der UBS Gruppe als Emittentin (die 
„Neue Emittentin“) hinsichtlich aller 
Verpflichtungen aus oder in Verbindung mit den 
Wertpapieren an die Stelle der Emittentin zu 
setzen, sofern] 

[(1) The Issuer is entitled at any time, without the 
consent of the Securityholders, to substitute another 
company within the UBS Group as issuer (the “New 
Issuer”) with respect to all obligations under or in 
connection with the Securities, if] 

[(i) die Neue Emittentin alle Verpflichtungen der 
Emittentin aus oder in Verbindung mit den 
Wertpapieren übernimmt,] 

[(i) the New Issuer assumes all obligations of the 
Issuer under or in connection with the 
Securities,] 

[(ii) die Neue Emittentin alle etwa notwendigen 
Genehmigungen von den zuständigen 
Behörden erhalten hat, wonach die Neue 
Emittentin alle sich aus oder in Verbindung 
mit den Wertpapieren ergebenden 
Verpflichtungen erfüllen kann und Zahlungen 
ohne Einbehalt oder Abzug von irgend-
welchen Steuern, Abgaben oder Gebühren an 
die Zahlstelle transferieren darf, [und] ] 

[(ii) the New Issuer has obtained all necessary 
authorisations, if any, by the competent 
authorities, under which the New Issuer may 
perform all obligations arising under or in 
connection with the Securities and transfer 
payments to the Paying Agent without 
withholding or deduction of any taxes, charges 
or expenses, [and] ] 

[(iii) die Emittentin unbedingt und unwiderruflich 
die Verpflichtungen der Neuen Emittentin 
garantiert [und] [.]] 

[(iii) the Issuer unconditionally and irrevocably 
guarantees the obligations of the New Issuer 
[, and] [.]] 

[(iv) [•].] [(iv) [•].] 
[(2) Im Falle einer solchen Ersetzung der Emittentin 

gilt jede in diesen Bedingungen enthaltene 
Bezugnahme auf die Emittentin fortan als auf die 
Neue Emittentin bezogen.] 

[(2) In case of such a substitution of the Issuer, any 
reference in these Conditions to the Issuer shall 
forthwith be deemed to refer to the New Issuer.] 

[(3) Die Ersetzung der Emittentin ist für die 
Wertpapiergläubiger endgültig und bindend und 
wird den Wertpapiergläubigern unverzüglich 
gemäss § 11 dieser Bedingungen bekannt 
gemacht.] 

[(3) The substitution of the Issuer shall be final, binding 
and conclusive on the Securityholders and will be 
published to the Securityholders without undue 
delay in accordance with § 11 of these Conditions.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
§ 11 

Bekanntmachungen 
 

 
§ 11 

Publications 

[(1) Bekanntmachungen, die die Wertpapiere betreffen, 
werden [im elektronischen Bundesanzeiger] [und] 
[, soweit gesetzlich erforderlich, in einem deutschen 
Börsenpflichtblatt] [in einer der jeweils 
maßgeblichen Rechtsordnung entsprechenden Form 
[bzw. in Übereinstimmung mit den Bestimmungen 
[der] [den] Wertpapier-Börse[n], an [der] [denen] 
die Wertpapiere notiert sind,]] [auf den 
Internetseiten der Emittentin unter 
www.ubs.com/keyinvest oder einer Nachfolgeseite] 
[bzw. für Wertpapiergläubiger im Vereinigten 
Königreich unter www.ubs.com/quotes oder einer 
Nachfolgeseite] [•] veröffentlicht.] 

[(1) Publications concerning the Securities will be 
published [in the electronic Federal Gazette 
(elektronischer Bundesanzeiger)] [and] [, to the 
extent legally required, in one newspaper authorised 
by the stock exchanges in the Federal Republic of 
Germany (Börsenpflichtblatt)] [in the manner 
required by the relevant jurisdiction] [or, as the case 
may be, in accordance with the applicable rules and 
regulations of the Security Exchange[s], on which 
the Securities [is] [are] listed,]] [on the internet 
pages of the Issuer the UBS website, at 
www.ubs.com/keyinvest or a successor address] [or, 
as the case may be, for Securityholders in the United 
Kingdom, at www.ubs.com/quotes or a successor 
address] [•].]  

 [Jede Mitteilung wird am Tag ihrer 
Veröffentlichung wirksam (oder im Fall von 

 [Any such notice shall be effective as of the 
publishing date (or, in the case of several 
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mehreren Veröffentlichungen am Tag der ersten 
solchen Veröffentlichung).] 

publications as of the date of the first such 
publication).] 

[(2) Soweit rechtlich zulässig ist die Emittentin 
berechtigt, Bekanntmachungen ausschließlich durch 
Mitteilung an die Clearingstelle zur Weiterleitung 
an die Wertpapiergläubiger (wie in den 
anwendbaren Vorschriften der Regelwerke der 
maßgeblichen Clearingstelle vorgesehen) zu 
bewirken, vorausgesetzt, dass in den Fällen, in 
denen die Wertpapiere an einer Wertpapier-Börse 
notiert sind, die anwendbaren Regeln dieser 
Wertpapier-Börse diese Form der Mitteilung 
zulassen. Bekanntmachungen durch Mitteilung an 
die Clearingstelle gelten am siebten Tag nach dem 
Tag der Mitteilung an die Clearingstelle als 
bewirkt.] 

[(2) The Issuer shall, to the extent legally possible, be 
entitled to effect publications by way of notification 
to the Clearing Agent for the purpose of notifying 
the Securityholders (as set forth in the applicable 
rules and regulations of the Clearing Agent), 
provided that in cases, in which the Securities are 
listed on a Security Exchange, the regulations of 
such Security Exchange permit this type of notice. 
Any such notice shall be deemed as having been 
effect as of the seventh day after the date of the 
notification to the Clearing Agent.] 

 
[im Falle einer möglichen Kotierung der Wertpapiere 
an der SIX Swiss Exchange einfügen:  

 
[In case of a possible listing of the Securities at the SIX 
Swiss Exchange, insert the following para.: 

[(2) Im Fall der Kotierung der Wertpapiere an der SIX 
werden alle Mitteilungen hinsichtlich der 
Wertpapiere, für welche die Emittentin gemäß den 
anwendbaren Reglementen, Richtlinien und 
Rundschreiben der SIX Mitteilungspflichten 
gegenüber der SIX unterliegt, der SIX zur weiteren 
Veröffentlichung gemäß den Reglementen, 
Richtlinien und Rundschreiben der SIX zugestellt. 
Die Emittentin kann Informationen, deren 
Publikation gemäß den maßgeblichen 
Reglementen, Richtlinien und Rundschreiben der 
SIX in Zusammenhang mit den Meldepflichten im 
Rahmen der Aufrechterhaltung der Kotierung an 
der SIX in Printmedien oder mittels Internet Based 
Listing („IBL“) zwingend vorgesehen ist, mittels 
IBL auf den Internetseiten der SIX 
veröffentlichen.]] 

[(2) In case of a listing of the Securities at SIX, all 
notices concerning the Securities which are subject 
to reporting obligations of the Issuer towards SIX 
pursuant to the applicable rules, directives and 
regulations of SIX shall be submitted to SIX for 
their further distribution by SIX in accordance with 
its applicable rules, directives and regulations. The 
Issuer may publish information which shall be 
published either in print medias or through Internet 
Based Listing (“IBL”) pursuant to the relevant rules, 
directives and circulars of SIX in connection with 
reporting obligations regarding the maintenance of a 
listing at SIX through IBL on SIX’s websites.]] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
§ 12 

Begebung weiterer Wertpapiere; Ankauf; 
Einziehung; Entwertung 

 

 
§ 12 

Issue of further Securities; Purchase; Call; 
Cancellation 

(1) Die Emittentin ist berechtigt, ohne Zustimmung 
der Wertpapiergläubiger, jederzeit weitere 
Wertpapiere mit gleicher Ausstattung in der Weise 
zu begeben, dass sie mit diesen Wertpapieren eine 
einheitliche Serie bilden, wobei in diesem Fall der 
Begriff „Wertpapier“ entsprechend auszulegen ist. 

(1) The Issuer is entitled at any time to issue, without 
the consent of the Securityholders, further securities 
having the same terms and conditions as the 
Securities so that the same shall be consolidated and 
form a single series with such Securities, and 
references to “Security” shall be construed 
accordingly. 

(2) Die Emittentin ist berechtigt, ohne Zustimmung 
der Wertpapiergläubiger, jederzeit Wertpapiere zu 
jedem beliebigen Preis zu kaufen. Die von der 
Emittentin erworbenen Wertpapiere können nach 
Wahl der Emittentin von ihr gehalten, erneut 
begeben, weiterverkauft oder entwertet werden. 

(2) The Issuer is entitled at any time to purchase, 
without the consent of the Securityholders, 
Securities at any price. Such Securities may be held, 
reissued, resold or cancelled, all at the option of the 
Issuer.  

(3) Die Emittentin ist berechtigt, ohne Zustimmung 
der Wertpapiergläubiger, jederzeit ausstehende 
Wertpapiere einzuziehen und damit ihre Anzahl zu 

(3) The Issuer is entitled at any time to call, without the 
consent of the Securityholders, outstanding 
Securities and to reduce their number. 
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reduzieren.  
(4) Aufstockung bzw. Reduzierung der Wertpapiere 

werden unverzüglich gemäss § 11 dieser 
Bedingungen bekannt gemacht.  

(4) Increase or reduction of Securities shall be notified 
without undue delay in accordance with § 11 of 
these Conditions. 

(5) Sämtliche vollständig zurückgezahlten 
Wertpapiere sind unverzüglich zu entwerten und 
können nicht wiederbegeben oder wiederverkauft 
werden. 

(5) All Securities redeemed in full shall be cancelled 
forthwith and may not be reissued or resold. 

 
§ 13 

Sprache 
 

 
§ 13 

Language 
 

 [[Diese Bedingungen sind in deutscher Sprache 
abgefasst. Eine Übersetzung in die englische 
Sprache ist beigefügt. Der deutsche Text ist 
bindend und massgeblich. Die Übersetzung in die 
englische Sprache ist unverbindlich.] [Diese 
Bedingungen sind in englische Sprache abgefasst. 
Eine Übersetzung in die deutsche Sprache ist 
beigefügt. Der englische Text ist bindend und 
massgeblich. Die Übersetzung in die deutsche 
Sprache ist unverbindlich.] ] 

 [[These Conditions are written in the German 
language and provided with an English language 
translation. The German text shall be controlling and 
binding. The English language translation is 
provided for convenience only.] [These Conditions 
are written in the English language and provided 
with an German language translation. The English 
text shall be controlling and binding. The German 
language translation is provided for convenience 
only.] ] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
§ 14 

Anwendbares Recht; [Anwendbares Recht in Bezug 
auf die Clearingstelle;] Erfüllungsort; 

Gerichtsstand; [Zustellungsbevollmächtigte;] 
Korrekturen; Teilunwirksamkeit 

 

 
§ 14 

Governing Law; [Governing Law with respect to the 
Clearing Agent;] Place of Performance; Place of 

Jurisdiction; [Agent of Process;] Corrections; 
Severability 

(1) Form und Inhalt der Wertpapiere sowie alle 
Rechte und Pflichten aus den in diesen 
Bedingungen geregelten Angelegenheiten 
bestimmen sich in jeder Hinsicht nach dem Recht 
[der Bundesrepublik Deutschland] [der 
Schweizerischen Eidgenossenschaft]. [•] 

(1) The form and content of the Securities as well as all 
rights and duties arising from the matters provided 
for in these Conditions shall in every respect be 
governed by the laws of [the Federal Republic of 
Germany] [the Swiss Confederation]. [•] 

[(2) Die Rechtswirkungen, die aus der Registrierung 
der Wertpapiere bei der Clearingstelle folgen, 
unterliegen [•] Recht gemäß § 4 (1), erster Absatz, 
und § 4 (2) dieser Bedingungen.]  

[(2) The legal effects of registration of the Securities 
with the Clearing Agent will be governed by [•] law 
pursuant to § 4 (1), first subparagraph, and § 4 (2) of 
these Conditions.]  

([2][3]) Erfüllungsort und Gerichtsstand für alle Klagen 
oder sonstigen Verfahren aus oder im 
Zusammenhang mit den Wertpapieren ist, soweit 
rechtlich zulässig, [Frankfurt am Main, Bundes-
republik Deutschland] [Zürich (1), Schweiz]. 

([2][3]) The place of performance and place of 
jurisdiction for all actions or other procedures under 
or in connection with the Securities shall, to the 
extent legally possible, be [Frankfurt am Main, 
Federal Republic of Germany] [Zurich (1), 
Switzerland]. 

 
[falls die Wertpapiere deutschem Recht unterliegen und 
Gerichtsstand Frankfurt am Main ist, einfügen:] 

 
[in case of Securities governed by German law and 
jurisdiction Frankfurt am Main, insert the following 
para.: 

[([3][4]) Die UBS AG [, handelnd durch ihre 
Niederlassung [London] [Jersey],] in ihrer 
Funktion als Emittentin ernennt hiermit die 
UBS Deutschland AG, Stephanstrasse 14 – 16, 
60313 Frankfurt am Main, Bundesrepublik 
Deutschland, als deutsche Bevollmächtigte, an die 
innerhalb der Bundesrepublik Deutschland im 
Rahmen jedes Verfahrens aus oder im Zusammen-

[([3][4]) UBS AG [, acting through its [London] [Jersey] 
Branch], in its role as Issuer hereby appoints 
UBS Deutschland AG, Stephanstrasse 14 – 16, 
60313 Frankfurt am Main, Federal Republic of 
Germany, as its agent in the Federal Republic of 
Germany to receive service of process in any 
proceedings under or in connection with the 
Securities in the Federal Republic of Germany (the 
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hang mit den Wertpapieren die Zustellung bewirkt 
werden kann (die „Zustellungsbevollmächtigte“). 
Falls, aus welchem Grund auch immer, die 
Zustellungsbevollmächtigte diese Funktion nicht 
mehr ausübt oder keine Anschrift innerhalb der 
Bundesrepublik Deutschland mehr hat, 
verpflichten sich die UBS AG [, handelnd durch 
ihre Niederlassung [London] [Jersey]], eine 
Ersatz-Zustellungsbevollmächtigte in der 
Bundesrepublik Deutschland zu ernennen. Hiervon 
unberührt bleibt die Möglichkeit, die Zustellung in 
jeder anderen gesetzlich zulässigen Weise zu 
bewirken.] 

“Agent of Process”). If, for any reason, such Agent 
of Process ceases to act as such or no longer has an 
address in the Federal Republic of Germany, 
UBS AG [, acting through its [London] [Jersey] 
Branch] agrees to appoint a substitute agent of 
process in the Federal Republic of Germany. 
Nothing herein shall affect the right to serve the 
process in any other manner permitted by law.] 

([•]) Die Emittentin ist berechtigt, in diesen Bedingun-
gen (i) offensichtliche Schreib- oder Rechenfehler 
oder ähnliche offenbare Unrichtigkeiten sowie 
(ii) widersprüchliche oder lückenhafte Bestim-
mungen ohne Zustimmung der Wertpapier-
gläubiger zu ändern bzw. zu ergänzen, wobei in 
den unter (ii) genannten Fällen nur solche 
Änderungen bzw. Ergänzungen zulässig sind, die 
unter Berücksichtigung der Interessen der 
Emittentin für die Wertpapiergläubiger zumutbar 
sind, das heisst die die finanzielle Situation der 
Wertpapiergläubiger nicht wesentlich 
verschlechtern. Änderungen bzw. Ergänzungen 
dieser Bedingungen werden gemäss § 11 bekannt 
gemacht. 

([•]) The Issuer is entitled to change or amend, as the case 
may be, in these Conditions (i) any manifest writing 
or calculation errors or other manifest incorrectness 
as well as (ii) any conflicting or incomplete 
provisions without the consent of the 
Securityholders, provided that in the cases referred 
to under (ii) only such changes or amendments shall 
be permissible which are acceptable to the 
Securityholders taking into account the interests of 
the Issuer, i.e. which do not materially impair the 
financial situation of the Securityholders. Any 
changes or amendments of these Conditions shall be 
notified in accordance with § 11. 

([•]) Sollte eine Bestimmung dieser Bedingungen ganz 
oder teilweise unwirksam sein oder werden, so 
bleiben die übrigen Bestimmungen wirksam. Die 
unwirksame Bestimmung ist durch eine wirksame 
Bestimmung zu ersetzen, die den wirtschaftlichen 
Zwecken der unwirksamen Bestimmung so weit 
wie rechtlich möglich entspricht. Entsprechendes 
gilt für etwaige Lücken in den Bedingungen. 

([•]) If any of the provisions of these Conditions is or 
becomes invalid in whole or in part, the remaining 
provisions shall remain valid. The invalid provision 
shall be replaced by a valid provision, which, to the 
extent legally possible, serves the economic 
purposes of the invalid provision. The same applies 
to gaps, if any, in these Conditions. 

 
[im Fall einer Kotierung der Wertpapiere an der SWX 
gegebenenfalls zusätzlich folgenden § 15 einfügen: 

 
[in case of a listing of the Securities at SWX add, if 
applicable the following § 15:  

 
§ 15 

Verantwortung für die Wertpapierbedingungen; 
Rechtsgrundlage; Verweis auf das 

Registrierungsdokument;  
no material adverse change-Klausel 

 

 
§ 15 

Responsibility for the Terms and Conditions; legal 
basis; Reference to the Registration Document;  

no material adverse change-clause 

[(1) UBS AG mit Sitz in Zürich und Basel und Domizil 
an der Bahnhofstrasse 45 in 8001 Zürich, Schweiz 
sowie Aeschenvorstadt 1 in 4051 Basel, Schweiz, 
übernimmt als Emittentin der Wertpapiere die 
Verantwortung für den Inhalt dieser 
Wertpapierbedingungen und erklärt, dass die in 
diesen Wertpapierbedingungen enthaltenen 
Informationen, nach bestem Wissen und Gewissen 
geurteilt, genau und fehlerfrei sind und sie keine 
wesentlichen Informationen ausgelassen hat.] 

[(1) UBS AG, having its registered offices at 
Bahnhofstrasse 45, 8001 Zurich, Switzerland, and 
Aeschenvorstadt 1, 4051 Basel, Switzerland as 
Issuer accepts responsibility for the content of these 
Terms and Conditions of the Securities and declares 
that the information contained in these Terms and 
Conditions of the Securities is, to the best of its 
knowledge, accurate and that no material facts have 
been omitted.] 

[(2) Die Emittentin betont, dass nach dem 
Publikationsdatum dieser Wertpapierbedingungen 
Ereignisse und Änderungen vorkommen können, 

[(2) The Issuer accents that following the date of 
publication of this Prospectus, events and changes 
may occur, which render the information contained 
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welche Informationen, die in den 
Wertpapierbedingungen enthalten sind, falsch oder 
unvollständig werden lassen.] 

in this Prospectus incorrect or incomplete.] 

[(3) Seit dem [Datum des letzten Jahres- bzw. 
Zwischenabschlusses] sind [, mit Ausnahme von 
wesentlichen Veränderungen, die [am [Datum 
angeben]] [in den Zeitraum [Zeitraum (von-bis) 
angeben]] eingetreten und am [Datum] [(falls 
weitere Mitteilungen) und am [Datum]] der 
Öffentlichkeit mitgeteilt worden sind,] keine 
wesentlichen Veränderungen in der Finanzlage 
oder in der Handelsstellung der UBS eingetreten.] 

[(3) Other than material changes which occurred [on 
[indicate date]] [in the period [indicate period]], as 
announced on [indicate date] [(if further 
announcements) and on [indicate date]]] [t] [T]here 
has been no material adverse change in UBS's 
financial or trading position since [insert date of last 
annual accounts.] 

[(4) Der Emittentin fasste am 15. Mai 2008 schriftlich 
den Beschluss, dieses Programm zu errichten und 
darunter Optionsscheine auszugeben.] 

[(4) The establishment of the Programme and the 
issuance of Warrants thereunder have been duly 
authorised by a written resolution of the Issuer in its 
resolution dated 15 May 2008.] 

[(5) Die vorstehenden Wertpapierbedingungen sind in 
Zusammenhang mit dem Registrierungsdokument 
der UBS AG vom 6. April 2009, wie es am [•]von 
der deutschen Bundesanstalt für 
Finanzdienstleistungsaufsicht gebilligt worden ist, 
(gegebenenfalls einschliesslich etwaiger 
Nachträge) zu lesen, welches von der SWX Swiss 
Exchange mit Datum vom [•] genehmigt worden 
war.] 

[(5) These Terms and Conditionsof the Securities as set 
forth herein above have to be read in conjunction 
with the Registration Document of UBS AG 
dated6 April 2009, as approved by the German 
Federal Financial Services Supervisory Authority 
(Bundesanstalt für Finanzdienstleistungsaufsicht) on 
[•], (including any supplements thereto, if any), 
which has been approved by SWX Swiss Exchange 
on [•].] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 

 
[gegebenenfalls zusätzlich folgenden § 16 einfügen: 

 
[if appropriate, insert the following § 16:  

 
§ 16 

Keine kollektiven Kapitalanlagen 
 

 
§ 16  

No collective investment schemes 

[Dieses Produkt stellt keine Beteiligung an einer 
kollektiven Kapitalanlage im Sinne von Art. 7 ff. des 
schweizerischen Bundesgesetzes über die kollektiven 
Kapitalanlagen (KAG) dar und untersteht somit nicht 
der Aufsicht der Eidgenössischen Bankenkommission. 
Deshalb besteht für den Investor in dieses Produkt kein 
Anlegerschutz nach dem KAG.] 

[This product does not represent a participation in any of 
the collective investment schemes pursuant to Art. 7 et 
seq. of the Swiss Federal Act on Collective Investment 
Schemes (CISA) and thus is not subject to the supervision 
of the Swiss Federal Banking Commission 
(Eidgenössische Bankenkommission). Therefore, investors 
in this product are not eligible for the specific investor 
protection under the CISA.] 

[gegebenenfalls alternative oder zusätzliche 
Bestimmungen einfügen: [•].] 

[if appropriate, insert alternative or additional 
provisions: [•].] 
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INFORMATION ABOUT [THE UNDERLYING] [THE UNDERLYINGS] 
 
The following information about [the Underlying] [the Underlyings] comprises extracts or summaries [of information 
publicly available under [indication of source(s) of information: [•]]] [of information, received by the Issuer from 
[indication of source(s) of information: [•]]]. The Issuer confirms that such information has been carefully prepared 
and accurately reproduced. As far as the Issuer is aware and is able to ascertain from [this publicly available 
information] [this information, received from a third party], no facts have been omitted which would render the 
reproduced information inaccurate or misleading. 
 
[The Index Sponsor declares that it has taken all reasonable care to guarantee that the information contained in this 
section is, to the best of its knowledge, accurate, and that no information has been omitted that could materially alter 
its implications.] 
 
[The following information describes [the Underlying] [the Reference Entitiy] [the Reference Obligations] [the 
Underlyings]: [•]] 
 
[If applicable, indication of source(s) of information given in this section: [•]] 
 
[Indication where information about the past and the further performance of [the Underlying] [the Underlyings] and 
[its] [their] volatility can be obtained: [•]] 
 
[if applicable, insert a description of the share [with ISIN and name of the relevant company]: [•] 
 
[In case of a listing of the Warrants at the SIX Swiss Exchange, insert at least following information: 
 
a.  name, domicile, and place of headquarters (if the latter is not identical with the domicile) of the issuer of the 

underlying securities; if the underlying securities are secured debt securities, such information must also be 
provided on the guarantor of issuer of the surety; 

b. indication of the primary exchange on which the underlying securities are listed; 
c.  description of the underlying securities, including par value or denomination; 
d.  security number and ISIN of the underlying securities; 
e.  indication of whether the underlying securities are in bearer or registered form; 
f.  details on the price development of the underlying securities during the preceding three years; 
 
[insert in case both cash settlement and physical delivery may apply: 
g.  the transferability of the underlying securities and any limitations to their tradability;] 
 
[insert in case both cash settlement and physical delivery may apply:  
h.  indication of where the current financial reports related to the issuer of the underlying securities can be 

obtained cost-free during the entire term of the derivative securities.] 
 
[insert in case cash settlement applies only: 
g. manner and frequency in which the value of the respective underlying securities are published]]. 
 
 
[if applicable, insert a description of the Index [with ISIN, if available, and name of the relevant index sponsor]: [•]  
 
[Insert at least the following information:  
a.  a summary description of the indices, including the name of the organisation that calculates and disseminates 

the respective index, as well as information on the manner of calculation; 
b.  manner and frequency in which the value of the respective index is published; 
c.  details on the price development of the indices during the preceding three years.] 
 
[if applicable, insert a description of the currency exchange rate [with ISIN, if available]: [•]] 
 
[if applicable, insert a description of the precious metal [with ISIN, if available]: [•] 
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[In case of Warrants which are related to currencies, precious metals or commodities, insert the following 
information: 
a.  description of the underlying instruments; 
b. the names and a description of the markets on which the underlying instruments are traded, including details on 

the date of establishment, average daily trading volume and status of the respective markets in their country of 
domicile, as well as the name of the responsible supervisory authority; 

c. manner and frequency in which the value of the respective underlying instruments are published; 
d.  details on the price development of the underlying instruments during the preceding three years.]] 
 
[if applicable, insert a description of the commodity [with ISIN, if available]: [•]]  
 
[Insert at least the following information: see description of information required with respect to precious metals] 
 
[if applicable, insert a description of the interest rate [with ISIN, if available]: [•]] 
 
[if applicable, insert a description of the  non-equity security [with ISIN, if available, and name of the relevant 
issuer]: [•]] 
 
[Insert at least the following information: see description of a share herein above] 
 
[if applicable, insert a description of the fund unit [with ISIN, if available, and name of the relevant fund 
company]: [•] 
 
[In case of Warrants which are related to investment fund units, insert the following information: 
a. a description of the investment fund, including the name of the company that issues and manages the fund, and 

information on the composition of the investment fund; 
b.  name of the primary exchange on which the investment fund units are listed; 
c.  manner and frequency in which the value of the investment fund units is published; 
d.  confirmation that the fund has been approved by the Federal Banking Commission.]] 
 
[if applicable, insert a description of the futures contract [(if applicable, including determination of the Relevant 
Expiration Months)]: [•]] 
 
[if applicable, insert a description of the reference rate [with ISIN, if available,]: [•]] 
 
[if applicable, insert a description of the Basket comprising the aforementioned assets [with ISIN, if available, and the 
weighting of the Basket components]: [•]] 
 
[In case of Warrants on baskets consisting of at least five equity securities or debt securities, insert at least the 
following information: 
a. names of the respective companies; 
b.  security numbers, ISIN, ticker symbols; 
c.  name of the primary exchange on which the equity securities or debt 

securities issues are listed; 
d.  their respective weighting within the basket.] 
 
[In case of Warrants on baskets consisting of at least five investment funds, insert the following information: 
a.  names of the respective funds; 
b. security numbers, ISIN, ticker symbols of said funds; 
c.  name of the primary exchange on which said funds are listed; 
d. their respective weighting in the basket; 
e.  indication that said funds have been approved by the Federal Banking Commission.]] 
 
[if applicable, insert a description of the Portfolio comprising the aforementioned assets [with ISIN, if available, and 
the weighting of the Portfolio components]: [•]] 
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ISSUE, SALE AND OFFERING 
 
I. Issue and Sale  
[Agency Agreement  
The Warrants are issued pursuant to an agency agreement relating to the Programme of UBS AG, UBS AG, Jersey 
Branch and UBS AG, London Branch (as amended or supplemented from time to time, the “Agency Agreement”) 
between UBS AG [acting through UBS AG, Jersey Branch] [acting through UBS AG, London Branch] as issuer and 
the Fiscal Agent (as defined in the section entitled “Key Terms and Definitions of the Warrants”). Copies of the 
Agency Agreement are available for inspection during normal business hours by the holders of the Warrants at the 
office of the Fiscal Agent.] 
 
[Master Subscription Agreement 
Pursuant to a master subscription agreement relating to the Programme (the “Master Subscription Agreement”), the 
Manager (being, at the date of this Base Prospectus, UBS AG, when acting through its Jersey branch, UBS AG, Jersey 
Branch, and, when acting through its London branch, UBS AG, London Branch, and UBS Limited in its capacity as a 
Manager) has agreed with the Issuer the basis on which it may from time to time agree to purchase Warrants. The 
Master Subscription Agreement makes provisions for the appointment of, and agreement to purchase Warrants with, 
additional or other managers (each a “Manager”). In the Master Subscription Agreement, the Issuer has agreed to 
reimburse the relevant Manager for certain of its expenses in connection with the establishment of the Programme and 
the issue of Warrants under the Programme. The Warrants will be offered on a continuous basis by the Issuer to the 
relevant Manager(s) and may be resold by the relevant Manager(s).] 
 
[It has been agreed that, on or after the respective Issue Date of the Securities (as defined in the section entitled “Key 
Terms and Definitions of the Securities”) the Manager ([(as defined in the section entitled “Key Terms and Definitions 
of the Warrants”)] [being, at the date of this Base Prospectus, UBS AG, when acting through its Jersey branch, UBS 
AG, Jersey Branch, and, when acting through its London branch, UBS AG, London Branch, and UBS Limited in its 
capacity as a Manager]) shall underwrite the Warrants by means of an underwriting agreement and shall place them 
for sale. The Warrants will be offered on a continuous basis by the Issuer to the relevant Manager(s) and may be 
resold by the relevant Manager(s).] 
 
 
Selling Restrictions 
General 
The Manager has represented and agreed (and each additional Manager will be required to represent and agree) that it 
will comply with all applicable securities laws and regulations in force in any jurisdiction in which it purchases, offers, 
sells or delivers Warrants or possesses or distributes the Prospectus and will obtain any consent, approval or 
permission required by it for the purchase, offer, sale or delivery by it of Warrants under the laws and regulations in 
force in any jurisdiction to which it is subject or in which it makes such purchases, offers, sales or deliveries and 
neither the Issuer nor any Manager shall have any responsibility therefor. Neither the Issuer nor the Manager has 
represented that Warrants may at any time lawfully be sold in compliance with any applicable registration or other 
requirements in any jurisdiction, or pursuant to any exemption available thereunder, or has assumed any responsibility 
for facilitating such sale. The relevant Manager will be required to comply with such other additional restrictions as 
the relevant Issuer and the relevant Manager shall agree and as shall be set out in the applicable Final Terms. 
 
United States of America 
[The Warrants (or any rights thereunder) have not been registered and will not be registered under the United States 
Securities Act of 1933, as amended, (the "Securities Act"); trading in these Warrants has not and will not be approved 
by the United States Commodity Futures Trading Commission pursuant to the United States Commodity Exchange 
Act, as amended. The Warrants (or any rights thereunder) will be offered only outside of the United States and only to 
persons that are not U.S. persons as defined in Regulation S of the Securities Act.]  
 
European Economic Area 
In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive 
(each, a “Relevant Member State”), each Manager has represented and agreed, and each further Manager appointed 
under the Programme will be required to represent and agree, that with effect from and including the date on which the 
Prospectus Directive is implemented in that Relevant Member State (the “Relevant Implementation Date”) it has not 
made and will not make an offer of Warrants which are the subject of the offering contemplated by this Prospectus as 
completed by the final terms in relation thereto to the public in that Relevant Member State except that it may, with 



 

 

 

UBS AG Base Prospectus 

 

183

effect from and including the Relevant Implementation Date, make an offer of such Warrants to the public in that 
Relevant Member State: 
 
a) if the final terms in relation to the Warrants specify that an offer of those Warrants may be made other than 

pursuant to Article 3(2) of the Prospectus Directive in that Relevant Member State (a “Non-exempt Offer”), 
following the date of publication of a prospectus in relation to such Warrants which has been approved by the 
competent authority in that Relevant Member State or, where appropriate, approved in another Relevant 
Member State and notified to the competent authority in that Relevant Member State, provided that any such 
prospectus has subsequently been completed by the final terms contemplating such Non-exempt Offer, in 
accordance with the Prospectus Directive, in the period beginning and ending on the dates specified in such 
prospectus or final terms, as applicable; 

 
b) at any time to legal entities which are authorised or regulated to operate in the financial markets or, if not so 

authorised or regulated, whose corporate purpose is solely to invest in securities; 
 
c) at any time to any legal entity which has two or more of (1) an average of at least 250 employees during the last 

financial year; (2) a total balance sheet of more than €43,000,000; and (3) an annual net turnover of more than 
€50,000,000, as shown in its last annual or consolidated accounts; 

 
d) at any time to fewer than 100 natural or legal persons (other than qualified investors as defined in the 

Prospectus Directive) subject to obtaining the prior consent of the relevant Manager or Managers nominated by 
the Issuer for any such offer; or 

 
e) at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive, 
 

provided that no such offer of Warrants referred to in (b) to (e) above shall require the Issuer or any Manager to 
publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 
16 of the Prospectus Directive. 
 
For the purposes of this provision, the expression an offer of Warrants to the public in relation to any Warrants in any 
Relevant Member State means the communication in any form and by any means of sufficient information on the 
terms of the offer and the Warrants to be offered so as to enable an investor to decide to purchase or subscribe the 
Warrants, as the same may be varied in that Member State by any measure implementing the Prospectus Directive in 
that Member State and the expression Prospectus Directive means Directive 2003/71/EC and includes any relevant 
implementing measure in each Relevant Member State. 
 
 
[United Kingdom 
The Manager has represented and agreed (and each additional Manager will be required to represent and agree) that: 
 
a) in relation to any Warrants which have a maturity of less than one year, (i) it is a person whose ordinary 

activities involve it in acquiring, holding, managing or disposing of investments (as principal or agent) for the 
purposes of its business and (ii) it has not offered or sold and will not offer or sell any Warrants other than to 
persons whose ordinary activities involve them in acquiring, holding, managing or disposing of investments 
(as principal or as agent) for the purposes of their businesses or who it is reasonable to expect will acquire, 
hold, manage or dispose of investments (as principal or agent) for the purposes of their businesses where the 
issue of the Warrants would otherwise constitute a contravention of Section 19 of the FSMA by the Issuer;  

 
b)  it has only communicated or caused to be communicated and will only communicate or cause to be 

communicated an invitation or inducement to engage in investment activity (within the meaning of Section 
21 of the FSMA) received by it in connection with the issue or sale of any Warrants in circumstances in 
which Section 21(1) of the FSMA does not apply to the Issuer; and 

 
c) it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by 

it in relation to any Warrants in, from or otherwise involving the United Kingdom.] 
 
 
[Japan 
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The Warrants have not been and will not be registered under the Financial Instruments and Exchange Law of Japan, as 
amended (the “FIEL”) and, accordingly, each Manager has undertaken that it will not offer or sell any Warrants, 
directly or indirectly, in Japan or to, or for the benefit of any resident of Japan (which term as used herein means any 
person resident in Japan, including any corporation or other entity organised under the laws of Japan), or to others for 
re-offering or resale, directly or indirectly, in Japan or to a resident of Japan except pursuant to an exemption from the 
registration requirements of, and otherwise in compliance with, the FIEL and any other applicable laws, regulations 
and ministerial guidelines of Japan. For purposes of this paragraph, “resident of Japan” shall have the meaning as 
defined under the FIEL.] 
 
[Republic of Italy 
This Base Prospectus has not been submitted for approval by Commissione Nazionale per le Società e la Borsa 
(“CONSOB”, the Italian Securities Regulator) pursuant to the Italian securities legislation.  
 
Accordingly, each Manager has represented and agreed, and each further Manager appointed under the Programme 
will be required to represent and agree, that it has not offered, sold or delivered, and will not offer, sell or deliver, and 
has not distributed and will not distribute and has not made and will not make available in the Republic of Italy any 
Warrants or this Base Prospectus or any other offering material relating to Warrants other than:  
 
a) to qualified investors (qualifying as clienti professionali and investitori qualificati), pursuant to Annex 3 to 

CONSOB Regulation No. 16190 of 29 October 2007 (the “Intermediaries Regulation”) and pursuant to 
Article 100, paragraph 1, letter a) and Article 30, paragraph 2 of Legislative Decree No. 58 of 24 February 
1998, as amended (the “Italian Financial Laws Consolidation Act”) and Article 2.1 of the Prospectus 
Directive; or 

 
b) in any other circumstances where an express exemption from compliance with the restrictions to the offer to 

the public applies, as provided under the Italian Financial Laws Consolidation Act and CONSOB Regulation 
No. 11971 of 14 May 1999, as amended  

 
provided that, in any case, the offer or sale of the Warrants in Italy shall be effected in accordance with all relevant 
Italian securities, tax and exchange control and other applicable laws and regulations.  
 
Moreover and subject to the foregoing, each Manager has represented and agreed and each further Manager appointed 
under the Programme will be required to represent and agree, that any such offer, sale or delivery of any Warrants or 
distribution of this Base Prospectus or any other document relating to any Warrants must be made by (i) a bank, 
investment firm or financial company enrolled in the special register provided for under Article 107 of the Legislative 
Decree No. 385 of 1 September 1993, as amended (the “Italian Banking Act”), to the extent duly authorised to 
engage in the placement and/or underwriting of financial instruments in Italy in accordance with the Italian Banking 
Act, the Italian Financial Laws Consolidation Act and the Intermediaries Regulation; (ii) to the extent applicable, in 
compliance with Article 129 of the Banking Act and the relevant regulations of the Bank of Italy, as amended from 
time to time, pursuant to which the Bank of Italy may request post-offering information on the issue or the offer of 
securities in the Republic of Italy, save where an express exemption to the notification duties applies; and (iii) in 
compliance with any requirement or limitation which may be imposed from time to time, inter alia, by CONSOB or 
the Bank of Italy. 
 
See also "Transfer Restrictions in Italy" below. 
 
Transfer Restrictions in Italy 
 
Article 100-bis, paragraph 2, of the Italian Financial Laws Consolidation Act affects the transferability of the Warrants 
in Italy to the extent that any placing of Warrants is made solely with qualified investors and such Warrants are then 
systematically resold to non-qualified investors on the secondary market at any time in the 12 months following such 
placing. Where this occurs, purchasers of Warrants who are acting outside of the course of their business or profession 
may in certain circumstances be entitled to declare such purchase void and to claim damages from any authorised 
person at whose premises the Warrants were purchased, unless an exemption provided for under the Italian Financial 
Laws Consolidation Act applies.] 
 
[If appropriate, insert alternative or further selling restrictions: [•] ] 
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II. Offering for Sale and Issue Price 
It has been agreed [in the Master Subscription Agreement] that, on or after the respective Issue Date of the Securities 
(as defined in the section entitled “Key Terms and Definitions of the Warrants”), the Manager(s) (as defined in the 
section entitled “Key Terms and Definitions of the Warrants”) may purchase Warrants and shall place the Warrants for 
sale [at the Issue Price (as defined in the section entitled “Key Terms and Definitions of the Warrants”)] under terms 
subject to change. [The Issue Price [will be] [was] fixed [at the Start of public offer of the Securities] [on the Fixing 
Date], [based on the prevailing market situation and the price of [the Underlying] [if appropriate, insert different point 
of reference to an Underlying comprised in this Base Prospectus: [•]] [, and [will then be made] [is] available at the 
Relevant Manager[s]].] [After closing of the Subscription Period] [As of the Start of public offer of the Securities] [As 
of the Fixing Date] [Thereafter,] the selling price [will then be] [was] adjusted on a continual basis to reflect the 
prevailing market situation. 
 
The [Relevant Manager(s) (as defined in the section entitled “Key Terms and Definitions of the Warrants”)] 
[Manager(s)] shall be responsible for coordinating the entire Securities offering. 
 
[The total commission due for the respective underwriting and/or placement service relating to the underwriting of the 
Securities is: Underwriting and/or placing fee (as defined in the section entitled “Key Terms and Definitions of the 
Warrants”).] 

 
 

III. [Subscription] [Purchase] and Delivery of the Warrants 
[in case of a Subscription Period insert the following text: The Securities may be subscribed from the Manager(s) [and 
at [•]] [if appropriate, insert further sale agencies: [•]] during normal banking hours within the Subscription Period 
(as defined in the section entitled “Key Terms and Definitions of the Warrants”). [The Securities may only be 
subscribed in the Minimum Investment Amount (as defined in the section entitled “Key Terms and Definitions of the 
Warrants”).] The Issue Price per Security is payable on the Initial Payment Date (as defined in the section entitled 
“Key Terms and Definitions of the Warrants”). 
 
The Issuer reserves the right to earlier close or to extend the Subscription Period if market conditions so require. 
 
After the Initial Payment Date, the appropriate number of Securities shall be credited to the investor’s account in 
accordance with the rules of the corresponding Clearing Agent (as defined in the section entitled “Key Terms and 
Definitions of the Warrants”). If the Subscription Period is shortened or extended, the Initial Payment Date may also 
be brought forward or postponed.] 
 
[in case that no Subscription Period is intended insert the following text: As of the Start of public offer of the 
Securities (as defined in the section entitled “Key Terms and Definitions of the Warrants”), the Securities may be 
purchased from the Manager(s) [and at [•]] [if appropriate, insert further sale agencies: [•]] during normal banking 
hours. Such offer of the Securities is made on a continuous basis. [The Securities may only be purchased in the 
Minimum Investment Amount (as defined in the section entitled “Key Terms and Definitions of the Warrants”).] There 
will be no subscription period. The Issue Price per Security is payable on the Initial Payment Date (both as defined in 
the section entitled “Key Terms and Definitions of the Warrants”). 
 
After the Initial Payment Date, the appropriate number of Securities shall be credited to the investor’s account in 
accordance with the rules of the corresponding Clearing Agent (as defined in the section entitled “Key Terms and 
Definitions of the Warrants”).] 
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TAXATION 
 
General information 
The following outline of the tax implications of investing in the Securities is based on the legislation prevailing at the 
time the Base Prospectus was prepared. Potential investors and sellers of the Securities should be aware that the tax 
implications may change due to any future amendments to the legislation. Although this outline reflects the Issuer’s 
opinion of the tax implications, it must not be understood as a guarantee in an area that is not conclusively clarified.  
 
Moreover, it must not provide the sole basis for assessing the tax implications of investing in the Securities, since the 
individual situation of the particular investor must also be taken into account. The outline is thus restricted to a general 
summary of the possible tax implications. 
 

 
1. Switzerland 

 
The following is a generic summary only of the Issuer’s understanding of current law and practice in 
Switzerland relating to the taxation of the Warrants issued under the Programme. Because this summary 
does not address all tax considerations under Swiss law and as the specific tax situation of an investor cannot 
be considered in this context, prospective investors are recommended to consult their personal tax advisors 
as to the tax consequences of the purchase, ownership, sale or redemption of and the income derived from the 
Warrants issued under the Programme including, in particular, the effect of tax laws of any other 
jurisdiction. 
 
The Swiss Federal Tax Administration has issued on 7 February 2007 a Circular Letter No. 15 regarding 
Certificates and Derivative Financial Instruments subject to Direct Federal Tax, Withholding Tax and Stamp 
Duty. The Warrants issued under the Programme will be taxed in accordance with this Circular Letter No. 15 
and its appendices. Depending on the qualification of the relevant Warrant by the competent Swiss tax 
authorities the taxation of each Warrant may be different. 
 
For private investors resident in Switzerland holding the Warrants (understood as the right but not the 
obligation of the holder which it acquired against consideration to buy or sell a specific amount of a certain 
underlying at or until a fixed date at an agreed price) as private assets any capital gains realized in relation to 
such Warrants are in principle Swiss individual income tax exempt. For individual or corporate investors 
holding the Warrants as business assets, capital gains realized upon a sale, re-evaluation or redemption of 
such Warrants are in principle subject to either Swiss individual income tax with respect to an individual 
investor resident in Switzerland holding the Warrants as business assets or subject to Swiss corporate income 
tax with respect to a corporate investor resident in Switzerland. Profits derived from the transactions in the 
Warrants are not subject to Swiss federal withholding tax. Furthermore, as such Warrants do not qualify as 
taxable securities they are not subject to Swiss stamp duty (i.e. neither subject to Swiss Issuance Tax nor 
Swiss Securities Transfer Tax).  
 
If the Warrants are combined with other financial instruments (“Structured Products”; e.g. combination of a 
Warrant with a bond for a capital protected Warrant) the taxation is different and depends on the set-up of 
each single Structured Product for which reason the following remarks are again only of generic nature.  
 
 
Income Tax 
 
For private investors resident in Switzerland holding the Structured Products as private assets capital gains 
realized are in principle Swiss individual income tax exempt whereas investment income (such as, in 
particular but not limited to, interest, dividends etc.) deriving from the Structured Products is subject to Swiss 
personal income tax. For individual or corporate investors resident in Switzerland holding the Structured 
Products as business assets, capital gains realized upon a sale, exchange, redemption or re-evaluation of the 
Structured Products or income derived from Structured Products, irrespective of whether such income stems 
from investment income or capital gains, are in principle subject to either Swiss individual income tax with 
respect to an individual investor resident in Switzerland holding the Structured Products as business assets or 
subject to Swiss corporate income tax with respect to a corporate investor resident in Switzerland. 
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Withholding Tax 
 
The Swiss federal withholding tax is in principle levied on income (such as, but not limited to, interest, 
pensions, profit distributions etc.) from, amongst others, bonds and other similar negotiable debt instruments 
issued by a Swiss tax resident (“Inländer”), distributions from Swiss tax resident corporations, interest on 
deposits with Swiss banks as well as distributions of or in connection with Swiss tax resident collective 
investment schemes. For Swiss federal withholding tax purposes, an individual or corporation qualifies as a 
Swiss tax resident (“Inländer”) being subject to withholding taxation if it (i) is resident in Switzerland, (ii) 
has its permanent abode in Switzerland, (iii) is a company incorporated under Swiss law having its statutory 
seat in Switzerland, (iv) is a company incorporated under foreign law but with a registered office in 
Switzerland, or (v) is a company incorporated under foreign law but is managed and conducts business 
activities in Switzerland. Hence, as long as the Structured Products are not issued by an issuer qualifying as a 
Swiss tax resident for the purposes of the Swiss withholding tax, income derived from the Structured 
Products is in principle not subject to Swiss withholding tax. 
 
 
Stamp Duty 
 
Swiss stamp duty is, amongst other, either levied as Swiss issuance tax or Swiss securities transfer tax. Swiss 
issuance tax is levied on the issuance of certain Swiss securities, similar participating rights as well as bonds 
and money market securities. Swiss securities transfer tax is levied on the transfer of ownership against 
consideration of certain taxable securities (including, but not limited to, bonds) if a Swiss securities dealer is 
involved in the transaction. For Swiss federal stamp duty purposes, an individual or corporation qualifies as a 
Swiss tax resident (“Inländer”) being subject to Swiss stamp duty taxation if it (i) is resident in Switzerland, 
(ii) has its permanent abode in Switzerland, (iii) is incorporated under Swiss law and having its statutory or 
legal seat in Switzerland or (v) if it is registered as an enterprise with the Swiss register of commerce. Hence, 
as long as the Structured Products are not issued by an issuer qualifying as a Swiss tax resident for the 
purposes of Swiss stamp duty and are not qualified as taxable securities for the purposes of the Swiss stamp 
duty, they are in principle not subject to Swiss stamp duty. 
 
 
EU System of Tax Retention 
 
Switzerland has introduced a tax retention (withholding tax) pursuant to the agreement between the European 
Community and the Swiss Confederation providing for measures equivalent to those laid down in the Council 
Directive 2003/48/EC on taxation of savings income in the form of interest payments effective as of 1 July 
2005 (the "Agreement") on interest payments or similar income paid by a Swiss paying agent to an individual 
resident of an EU Member State, unless the interest payments are made as debt-claims issued by debtors who 
are residents of Switzerland or pertaining to permanent establishments in Switzerland of non-residents, of 15 
per cent. during the first three years from the date of application of the Agreement, 20 per cent. for the 
subsequent three years, and 35 per cent. thereafter. The beneficial owner may avoid the retention by expressly 
authorizing the paying agent in Switzerland to report the interest payments to the competent authority of that 
state. The competent authority of Switzerland then communicates the information to the competent authority 
of the EU Member State of residence of the beneficial owner. 
 
 

2. Federal Republic of Germany 
 
The information about the German taxation of the Warrants issued under this Base Prospectus set out in the 
following section deals only with German withholding tax and is not exhaustive. It is based on current tax 
laws in force at the time of publication of this Base Prospectus, which may be subject to change at short 
notice and, within certain limits, also with retroactive effect. 
 
The following is a general description of certain German withholding tax considerations relating to the 
Warrants since each series of Warrants may be subject to a different tax treatment according to the applicable 
Final Terms. It does not purport to be a complete analysis of all German tax considerations relating to the 
Warrants. In particular, this discussion does not consider any specific facts or circumstances that may apply 
to a particular Securityholder. This summary does not allow any conclusions to be drawn with respect to 
issues not specifically addressed. 
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Prospective purchasers of Warrants are advised to consult their own tax advisors as to the tax 
consequences of the purchase, ownership and disposition of the Warrants on the basis of the relevant 
Final Terms, including the effect of any state or local taxes, under the tax laws of Germany and each 
country of which they are residents. 
 
 
German withholding tax 
 
In principle, only persons (individuals and incorporated entities) who are tax resident in Germany (in 
particular, persons having a residence, habitual abode, seat or place of management in Germany) are subject 
to German withholding tax. Non-resident persons generally do not suffer German withholding tax. If, 
however, the income is subject to German tax, i.e. if (i) the Warrants are held as business assets 
(Betriebsvermögen) of a German permanent establishment (including a permanent representative) which is 
maintained by the relevant Securityholder or (ii) the income from the Warrants qualifies for other reasons as 
taxable German source income, German withholding tax is applied like in the case of a German tax resident 
Securityholder. 
 
German withholding tax will be levied at a flat withholding tax rate of 26.375 % (including solidarity 
surcharge) plus, if applicable, church tax on proceeds from the redemption, sale or assignment of the 
Warrants if the Warrants are held in a custodial account which the relevant Securityholder maintains with a 
German branch of a German or non-German credit or financial services institution or with a German 
securities trading business or German securities trading bank (a "German Disbursing Agent"). The tax base 
is, in principle, the difference between the acquisition costs and the proceeds from the redemption, sale or 
assignment of the Warrants reduced by expenses directly and factually related to the redemption, sale or 
assignment. However, should the Warrants qualify as time bargain (Termingeschäft) in terms of section 20 
para 2 sentence 1 no 3 German Income Tax Act (Einkommensteuergesetz), which depends on the applicable 
Final Terms, the tax base might be computed differently. If the acquisition costs of the Warrants are not 
proven to the German Disbursing Agent, withholding tax is applied to 30% of the proceeds from the 
redemption, sale or assignment of the Warrants. When computing the tax base for withholding tax purposes, 
the German Disbursing Agent may deduct any negative income from capital investments in the same calendar 
year or unused negative income from capital investments in previous calendar years. 
 
With regard to individuals holding the Warrants as private assets, any withholding tax levied shall, in 
principle, become definitive and replace the income taxation of the relevant Securityholder; if no withholding 
tax has been levied other than by virtue of a withholding tax exemption certificate (Freistellungsauftrag) and 
in certain other cases, the relevant Securityholder is nevertheless obliged to file a tax return, and the income 
from capital investments will then be taxed within the tax assessment procedure. With regard to other 
Securityholders, German withholding tax is a prepayment of (corporate) income tax and will be credited or 
refunded within the tax assessment procedure. 
 
No German withholding tax will be levied if an individual holding the Warrants as private assets has filed a 
withholding tax exemption certificate (Freistellungsauftrag) with the German Disbursing Agent, but only to 
the extent the income from capital investments does not exceed the maximum exemption amount shown on 
the withholding tax exemption certificate. Currently, the maximum exemption amount is EUR 801 (EUR 
1,602 in the case of jointly assessed husband and wife). Similarly, no withholding tax will be levied if the 
relevant Securityholder has submitted to the German Disbursing Agent a certificate of non-assessment 
(Nichtveranlagungsbescheinigung) issued by the relevant local tax office. Further, with regard to 
Securityholders holding the Warrants as business assets, no withholding tax will be levied on capital gains 
from the redemption, sale or assignment of the Warrants if (a) the Warrants are held by a company in terms 
of section 43 para 2 sentence 3 no 1 German Income Tax Act (Einkommensteuergesetz) or (b) the proceeds 
from the Warrants qualify as income of a domestic business and the Securityholder has notified this to the 
German Disbursing Agent by use of the officially required form. 
 
 
EU directive on the taxation of savings income in the form of interest payments 
 
Under EC Council Directive 2003/48/EC on the taxation of savings income (the “EU Savings Directive”), 
each Member State is required to provide to the tax authorities of another Member State details of payments 
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of interest or other similar income paid by a person within its jurisdiction to, or collected by such a person 
for, an individual resident or certain limited types of entity established in that other Member State; however, 
for a transitional period, Austria, Belgium and Luxembourg will, subject to certain exceptions, apply a 
withholding system in relation to such payments, deducting tax at rates rising over time to 35% (unless 
during that transitional period they elect to provide information in accordance with the EU Savings 
Directive). The transitional period is to terminate at the end of the first full fiscal year following agreement by 
certain non-EU countries to the exchange of information relating to such payments. 
 
A number of non-EU countries including Switzerland, Andorra, Liechtenstein, Monaco and San Marino, and 
certain dependent or associated territories of certain Member States including Jersey, Guernsey, Isle of Man, 
Montserrat, British Virgin Islands, Netherlands Antilles, Aruba, Anguilla, Cayman Islands, Turks and Caicos 
Islands, Bermuda, and Gibraltar, have adopted similar measures (either provision of information or 
transitional withholding) in relation to payments made by a person within its jurisdiction to, or collected by 
such a person for, an individual resident or certain limited types of entity established in a Member State. In 
addition, the Member States have entered into provision of information or transitional withholding 
arrangements with certain of those dependent or associated territories in relation to payments made by a 
person in a Member State to, or collected by such a person for, an individual resident or certain limited types 
of entity established in one of those territories. 
 
On 13 November 2008, the European Commission published a proposal for amendments to the EU Savings 
Directive, which included a number of suggested changes which, if implemented, would broaden the scope of 
the requirements described above. Investors who are in any doubt as to their position should consult their 
professional advisers. 

 
 
3. Italy 

 
This is not intended to be a complete analysis of all tax consequences of the purchase, holding, sale and 
exercise of the Warrants. The information stated below is based on the tax legislation in force on the date of 
the Base Prospectus. The legislation remains subject to possible changes which could have retrospective 
effects. Investors are advised to seek professional advice with regard to the tax regime for the purchase, 
holding, sale and exercise of the Securities. 
 
Under one interpretation of Italian tax law, the exercise and redemption of the Warrants by Italian resident 
individuals (not engaged in entrepreneurial activities to which the Warrants are connected) are capable of 
generating capital gains.  
 
Capital gains realised by Italian resident individuals (not engaged in entrepreneurial activities to which the 
Warrants are connected) on any sale or transfer for consideration of the Warrants or exercise or redemption 
thereof are subject to a 12.5 % capital gain tax. Special rules apply if the Warrants are part of a portfolio 
managed in a regime of asset management option by an Italian authorised intermediary and has opted for the 
application of the special 12.5 % tax on the result of the asset management activity (the “Asset Management 
Tax”). In such case, the capital gains realised upon sale, transfer or exercise or redemption of the Warrants 
will not be subject to 12.5 % imposta sostitutiva on capital gains but will contribute to determine the taxable 
base of the Asset Management Tax. 
 
In case the Warrants entitling the holder to purchase shares, the capital gains realised on the redemption or 
the transfer or sale of the Warrant are not subject to imposta sostitutiva but a portion equal to49.72 % of the 
capital gains must be included in the relevant Securityholder’s income tax return (and subjected to the 
ordinary income tax) if the underlying of such Warrants transferred or redeemed within any 12-month period 
represent a participation representing more than 2% of the voting rights or 5 % of the capital of the issuing 
company (in the case of unlisted companies, the above thresholds are 20 % and 25 % respectively). 
 
Investors should be aware that according to one interpretation of the present law, the Securities, in case 
representing debt instruments implying a “use of capital”, could be qualified as "atypical instruments", and 
accordingly subject to a 27 % final withholding tax. 
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4. Luxembourg 
 
The following is a general description of certain Luxembourg tax considerations relating to the Warrants. It 
does not purport to be a complete analysis of all tax considerations relating to the Warrants, whether in 
Luxembourg or elsewhere. Prospective purchasers of the Warrants should consult their own tax advisers as 
to which countries tax laws could be relevant to acquiring, holding and disposing of the Warrants and 
receiving payments under the Warrants and the consequences of such actions under the tax laws of 
Luxembourg. This summary is based upon the law as in effect on the date of this Base Prospectus. The 
information contained within this section is limited to withholding tax issues, and prospective investors 
should not apply any information set out below to other areas, including (but not limited to) the legality of 
transactions involving the Warrants. 

Withholding Tax 

All payments by the Issuer in the context of the holding, disposal, redemption or repurchase of the Warrants 
can be made free and clear of any withholding or deduction for or on account of any taxes of whatsoever 
nature imposed, levied, withheld, or assessed by Luxembourg or any political subdivision or taxing authority 
thereof or therein, in accordance with the applicable Luxembourg law, subject however to: 

(i) the application of the Luxembourg laws of 21 June 2005 implementing the EU Savings Directive 
(Council Directive 2003/48/EC) and several agreements concluded with certain dependent or 
associated territories and providing for the possible application of a withholding tax (20 % from 1 July 
2008 to 30 June 2011 and 35 % from 1 July 2011) on interest within the meaning of the EU Savings 
Directive paid to certain non Luxembourg resident investors (individuals and certain types of entities 
called “residual entities”) in the event of the Issuer appointing a paying agent in Luxembourg within 
the meaning of the above-mentioned directive (see section “EU Savings Directive” below) or 
agreements; 

(ii) the application as regards Luxembourg resident individuals of the Luxembourg law of 23 December 
2005 which has introduced a 10% withholding tax (which is final when Luxembourg resident 
individuals are acting in the context of the management oif their private wealth) on savings income 
(i.e. with certain exemptions, savings income within the meaning of the Luxembourg law of 21 June 
2005 implementing the EU Savings Directive). This law should apply to savings income accrued as 
from 1 July 2005 and paid as from 1 January 2006. 

Responsibility for the withholding of tax in application of the above-mentioned Luxembourg laws of 21 June 
2005 and 23 December 2005 is assumed by the Luxembourg paying agent within the meaning of these laws 
and not by the Issuer. 

EU Savings Directive 

On 3 June 2003, the EU Council of Economic and Finance Ministers adopted a new directive regarding the 
taxation of savings income (the “EU Savings Directive”). The EU Savings Directive is, in principle, applied 
by Member States as from 1 July 2005 and has been implemented in Luxembourg by the laws of 21 June 
2005. Under the directive, each Member State is required to provide to the tax authorities of another Member 
State details of payments of interest or other similar income within the meaning of the EU Savings Directive 
paid by a paying agent within the meaning of the EU Savings Directive, to an individual resident or certain 
types of entities called “residual entities”, within the meaning of the EU Savings Directive (the “Residual 
Entities”), established in that other Member State (or certain dependent or associated territories). For a 
transitional period, however, Austria, Belgium and Luxembourg are permitted to apply an optional 
information reporting system whereby if a beneficial owner, within the meaning of the EU Savings Directive, 
does not comply with one of two procedures for information reporting, the relevant Member State will levy a 
withholding tax on payments to such beneficial owner. The withholding tax system applies for a transitional 
period during which the rate of the withholding is 20% from 1 July 2008 to 30 June 2011 and 35% as from 1 
July 2011. The transitional period is to terminate at the end of first full fiscal year following agreement by 
certain non-EU countries to the exchange of information relating to such payments. See “European Union 
Directive on the Taxation of Savings Income in the Form of Interest Payments” (Council Directive 
2003/48/EC). 
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Also with effect from 1 July 2005, a number of non-EU countries (Switzerland, Andorra, Liechtenstein, 
Monaco and San Marino) and certain dependent or associated territories (Jersey, Guernsey, Isle of Man, 
Montserrat, British Virgin Islands, Netherlands Antilles and Aruba) have agreed to adopt similar measures 
(either provision of information or transitional withholding) in relation to payments made by a paying agent 
(within the meaning of the EU Savings Directive) established within such countries or territories to, or 
collected by such a paying agent for, an individual resident or a Residual Entity established in a Member 
State. In addition, Member States have entered into reciprocal provision of information or transitional 
withholding arrangements with those dependent or associated territories in relation to payments made by a 
paying agent (within the meaning of the EU Savings Directive) established in a Member State to, or collected 
by such a paying agent for, an individual resident or a Residual Entity established in one of those territories. 

The European Commission has announced on 13 November 2008 proposals to amend the EU Savings 
Directive. If implemented, the proposed amendments would, inter alia, (i) extend the scope of the EU Savings 
Directive to payments made through certain intermediate structures (whether or not established in a EU 
Member State) for the ultimate benefit of EU resident individuals, and (ii) provide for a wider definition of 
interest subject to the EU Savings Directive. 

 
 

5. Austria 
 
This section on withholding taxes contains a brief summary regarding Austria. It is based on the currently 
valid Austrian tax legislation, case law and regulations of the tax authorities, as well as their respective 
interpretation, all of which may be amended from time to time. Such amendments may also be effected with 
retroactive effect and may negatively impact on the tax consequences described above. It is recommended 
that potential purchasers of the Warrants consult with their legal and tax advisors as to the tax consequences 
of the purchase, holding or sale. Tax risks resulting from the Warrants shall be borne by the purchaser. In 
general, it has to be noted that the Austrian tax authorities have a critical attitude towards structured 
products which may also give rise to tax benefits.  

Under Austrian tax law currently in force, if interest on bonds (Forderungswertpapiere) in the sense of sec. 
93(3) of the Austrian Income Tax Act (Einkommensteuergesetz) is paid out by an Austrian paying agent 
(inländische kuponauszahlende Stelle), then such payments are subject to a withholding tax of 25 per cent 
(Kapitalertragsteuer). No withholding tax is levied in the following situations: In case of corporations subject 
to unlimited corporate tax liability (unbeschränkte Körperschaftsteuerpflicht) in Austria, under the conditions 
set forth in sec. 94(5) of the Austrian Income Tax Act no withholding tax is levied. In case of private 
foundations (Privatstiftungen) pursuant to the Austrian Private Foundations Act (Privatstiftungsgesetz), under 
the conditions set forth in sec. 94(11) of the Austrian Income Tax Act no withholding tax is levied. Pursuant 
to the current practice of the Austrian tax authorities, non-residents of Austria having no other relation to 
Austria than the mere holding of the Warrants can in general avoid the withholding tax from falling due by 
furnishing proof of non-residency to the Austrian paying agent. 

Pursuant to the current views of the Austrian tax authorities, warrants do not constitute bonds  in the sense of 
sec. 93(3) of the Austrian Income Tax Act. Thus, warrants are not subject to the deduction of withholding tax  
within the meaning of sec. 93 of the Austrian Income Tax Act (cf. sec. 7757c of the Austrian Income Tax Act 
Regulations (Einkommensteuerrichtlinien).  

Sec. 1 of the Austrian EU Withholding Tax Act (EU-Quellensteuergesetz) – which transforms into national 
law the provisions of Council Directive 2003/48/EC of 3 June 2003 on taxation of savings income in the form 
of interest payments – provides that interest payments paid or credited by an Austrian paying agent to a 
beneficial owner who is an individual resident in another Member State is subject to a withholding tax, if no 
exception from such withholding applies. Currently, the withholding tax rate amounts to 20.0 per cent. As of 
1 July 2011, the withholding tax rate will be increased to 35.0 per cent. Pursuant to the current views of the 
Austrian tax authorities, income from warrants is not subject to this withholding tax (cf. sec. 55 of the 
Austrian EU Withholding Tax Act Regulations (Richtlinien zur Durchführung der EU-Quellensteuer)). 
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6. Sweden  
 
The following description of certain withholding tax issues that may arise as a result of holding the Securities 
is based on current Swedish tax legislation and is intended only as general information for Securityholders 
who are resident in Sweden for tax purposes as of the date of the Prospectus. This description does not deal 
comprehensively with all tax consequences that may occur for Securityholders, nor does it cover the specific 
rules regarding certain investors, including partnerships, investment companies, mutual funds and 
Securityholders with limited tax liability in Sweden. Investors are advised to consult their own tax advisors 
with regard to their personal tax implications resulting from an investment in the Securities. 

Individuals resident in Sweden for tax purposes 

Preliminary tax at flat rate of 30 % is withheld by Euroclear Sweden AB, or a nominee in accordance with the 
Swedish Financial Instruments Act (1998:1479), on dividends paid to individuals (or an estate of a deceased 
individual) resident in Sweden for tax purposes.  

Taxation of Swedish limited liability companies 

For a limited liability company, all income, including taxable capital gains and dividends, is taxed as business 
income at a flat rate of 26.3 %. 

Limited tax liability in Sweden 

On dividends paid to Securityholders with limited tax liability in Sweden, Swedish withholding tax is payable 
at a flat rate of 30%. The tax rate, however, is generally reduced by bilateral double tax treaties that Sweden 
has entered into. The deduction for withholding tax is normally carried out by Euroclear Sweden AB or, as 
the case may be, by the nominee. Most of the double tax treaties stipulate a reduction of the Swedish tax to 
the tax rate stipulated in the treaty. In case of a reduction, a refund may be claimed from the Swedish Tax 
Agency prior to the expiry of the fifth calendar year following the dividend distribution. 

 
7. Norway 

 
The following summary outlines Norwegian tax consequences to holders of Securities. The comments are of 
general nature, and purchasers are urged to consult their professional advisers as to the tax consequences of 
holding or transferring the Securities. 

Holders of Securities who are not residents of Norway for tax purposes 

Payments of principal and interest on Securities to persons who have no connection with Norway other than 
the holding of such Securities are, under present Norwegian law, not subject to Norwegian tax, and may 
hence be made without any withholding tax or deduction for any Norwegian taxes, duties, assessments or 
governmental charges.  

Capital gains or profits realized on the sale, disposal or redemption of Securities by persons who have no 
connection with Norway other than the holding of such Securities are not, under present Norwegian law, 
subject to Norwegian taxes or duties. 

No Norwegian issue tax or stamp duty is payable in connection with the issue of Securities. 

Securities will not be subject to any Norwegian estate duties provided that, at the time of death of the holder, 
such holder has no connection with Norway other than the holding of such Securities and provided that the 
Securities have not been used in, or in connection with, any business activity operated through a permanent 
establishment situated in Norway. 

Holders of Securities who are residents of Norway for tax purposes and holders who hold Securities in 
connection with a business which is managed or carried out in Norway 
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Holders who are tax resident in Norway and holders who hold Securities in connection with a business which 
is managed or carried out in Norway can be taxable to Norway with regard to the Securities. However, such 
tax is not withheld at source. 

 
8. Finnland 
 

The following summary outlines Finnish tax consequences to holders of Securities. The comments are of 
general nature, and purchasers are urged to consult their professional advisers as to the tax consequences of 
holding or transferring the Securities. 

Generally, payments received from foreign securities may be made without withholding on account of 
Finnish income tax. However, according to Finnish domestic tax legislation, Finnish institutional payers, such 
as an account operator paying the interest, may be obliged to withholding tax of 28 per cent on interest 
payments made to individuals with unlimited tax liability in Finland.  

 
[9. [•]] 
 

[insert further or additional information on taxes on the income from the Securities in respect of the 
country(ies) where the offer of Securites is made or application for admission to trading is made: [•]] 
 
 

Investors are also advised to consult their own tax advisor with regard to their personal tax implications 
resulting from such an investment. 
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DESCRIPTION OF THE ISSUER 
 
The following description contains general information on UBS AG, Bahnhofstrasse 45, 8001 Zurich, Switzerland, 
and Aeschenvorstadt 1, 4051 Basel, Switzerland. 
 
 
Overview 
UBS AG (“UBS AG” or “UBS” or the “Issuer” or the “Company”) with its subsidiaries, is, according to its own 
opinion, one of the world's leading financial firms, serving a discerning international client base. UBS is, according to 
its own opinion, a leading global wealth manager, a leading investment banking and securities firm with a strong 
institutional and corporate client franchise, one of the largest global asset managers and the market leader in Swiss 
commercial and retail banking. On 31 March 2009, UBS employed 76,206 people5. With headquarters in Zurich and 
Basel, Switzerland, UBS operates in over 50 countries and from all major international centers. 
 
UBS is, according to its own opinion, one of the best-capitalized financial institutions in the world. On 31 March 2009 
the BIS Tier16 ratio was 10.5%, invested assets stood at CHF 2,182 billion, equity attributable to UBS shareholders was 
CHF 31,283 million and market capitalization was CHF 31,379 million. 
 
The rating agencies Standard & Poor’s Inc. (“Standard & Poor’s”), Fitch Ratings (“Fitch”) and Moody’s Investors 
Service Inc. (“Moody’s”) have assessed the creditworthiness of UBS, i.e. the ability of UBS to fulfill payment 
obligations, such as principal or interest payments on long-term loans, also known as debt servicing, in a timely 
manner. The ratings from Fitch and Standard & Poor’s 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. Standard & 
Poor’s currently rates UBS’s creditworthiness with A+, Fitch with A+ and Moody’s with Aa2. 
 
 
I. 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 CH-270.3.004.646-4. 
 
UBS AG is incorporated and domiciled in Switzerland and operates under Swiss Code of Obligations and Swiss 
Federal Banking Law as an Aktiengesellschaft, a corporation that has issued shares of common stock to investors. 
 
The addresses and telephone numbers of UBS's two registered offices and principal places of business are: 
Bahnhofstrasse 45, CH-8098 Zurich, Switzerland, telephone +41-44-234 11 11; and Aeschenvorstadt 1, CH-4051 
Basel, Switzerland, telephone +41-61-288 20 20. 
 
UBS shares are listed on the SIX Swiss Exchange, the New York Stock Exchange and the Tokyo Stock Exchange. 
 
According to Article 2 of the Articles of Association of UBS AG (“Articles of Association”) the purpose of UBS is 
the operation of a bank. Its scope of operations extends to all types of banking, financial, advisory, service and trading 
activities in Switzerland and abroad. 
 

 
5 Full-time equivalents. 
6 Tier 1 capital comprises share capital, share premium, retained earnings including current year profit, foreign currency translation and minority 

interests less accrued dividends, net long positions in own shares and goodwill. 
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II. Business Overview 
Organizationally, UBS has operated throughout 2008 as a Group with three business divisions (Global Wealth 
Management & Business Banking, Global Asset Management and the Investment Bank) and a Corporate Center. As 
announced on 10 February 2009, Global Wealth Management & Business Banking has been divided into two business 
divisions: Wealth Management & Swiss Bank and Wealth Management Americas. Each of the business divisions and 
the Corporate Center is described below. A full description of their strategies, organization, products, services and 
markets (under the 2008 structure) can be found in the restated Annual Report 2008 published on 20 May 2009 of 
UBS AG (the “Annual Report 2008”), in the English version, which is attached to this Base Prospectus as 
Appendix 1, on pages B74–B115 (inclusive). 
 
 
Wealth Management & Swiss Bank 
Wealth Management & Swiss Bank caters to high net worth and affluent individuals around the world (except those 
served by Wealth Management Americas) whether they are investing internationally or in their home country. UBS 
offers these clients a complete range of tailored advice and investment services. Its Swiss Bank business provides a 
complete set of banking services for Swiss individual and corporate clients.  
 
 
Wealth Management Americas 
Wealth Management Americas offers sophisticated products and services specifically designed to address the needs of 
high net worth and affluent individuals. It includes the former Wealth Management US business unit, as well as the 
domestic Canadian business and the international business booked in the United States. 
 
 
Global Asset Management 
Global Asset Management is, according to its own opinion, one of the world's leading asset managers, providing 
investment solutions to private clients, financial intermediaries and institutional investors worldwide. The business 
division offers diverse investment capabilities and investment styles across all major traditional and alternative asset 
classes. Specialist equity, fixed income, currency, hedge fund, real estate, infrastructure and private equity investment 
capabilities can also be combined in multi-asset strategies. 
 
 
Investment Bank 
In the investment banking and securities businesses, UBS provides securities products and research in equities, fixed 
income, rates, foreign exchange and metals. It also provides advisory services as well as access to the world’s capital 
markets for corporate, institutional, intermediary and alternative asset management clients.  
 
 
Corporate Center 
The Corporate Center ensures that all business divisions operate as a coherent and effective whole with a common set 
of values and principles in such areas as risk management and control, finance, legal and compliance, marketing and 
communications, funding, capital and balance sheet management, management of foreign currency earnings, 
information technology infrastructure and service centers. 
 
 
Competition 
UBS faces stiff competition in all business areas. Both in Switzerland and abroad, the Bank competes with asset 
management companies, commercial, investment and private banks, brokerages and other financial services providers. 
Competitors include not only local banks, but also global financial institutions, which are similar to UBS in terms of 
both size and services offered. 
 
In addition, the consolidation trend in the global financial services sector is introducing new competition, which may 
have a greater impact on prices, as a result of an expanded range of products and services and increased access to 
capital and growing efficiency. 
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Recent Developments 
On 5 May 2009 UBS reported a first quarter 2009 net loss attributable to UBS shareholders of CHF 1,975 million, 
driven primarily by losses on risk positions from businesses now exited or in the process of being exited by the 
Investment Bank. Results include a CHF 0.6 billion goodwill impairment charge related to the announced sale of UBS 
Pactual. Net new money outflows totaled CHF 23.4 billion for Wealth Management & Swiss Bank and CHF 7.7 
billion for Global Asset Management. Wealth Management Americas reported net new money inflows of CHF 16.2 
billion. UBS further reduced risks and the size of its balance sheet during first quarter 2009. As of 31 March 2009 
UBS had a BIS tier 1 ratio of 10.5% and BIS total ratio of 14.7%. Including the effect of the announced sale of UBS 
Pactual, the BIS tier 1 ratio would be increased by approximately 50 basis points to 11%. 
 
For a description of certain other recent developments through the date of publication of UBS's first quarter 2009 
report (5 May 2009), refer to the “Recent Developments” section of the quarterly report of UBS AG as at 31 March 
2009, which is attached to this Base Prospectus as Appendix 2, on pages 7-9 (inclusive).  
 
On 20 May 2009 UBS has restated its annual report for 2008 to correct identified accounting errors related to the 2008 
Group financial statements included in the annual report 2008 issued on 11 March 2009. These errors are not material 
to the annual or quarterly 2008 financial statements, but related corrections would have been material to first quarter 
2009 financial statements. For full-year 2008, the total net impact of all restated items was a reduction of net profit and 
net profit attributable to UBS shareholders of CHF 405 million, a reduction of equity and equity attributable to UBS 
shareholders of CHF 269 million, and a reduction of basic and diluted earnings per share by CHF 0.15 and CHF 0.14 
respectively. UBS has re-filed its annual report 2008 on Form 20-F with the US Securities and Exchange Commission 
on 21 May 2009. 
 
 
III. Organisational Structure of the Issuer 
The objective of UBS’s group structure is to support the business activities of the Company within an efficient legal, 
tax, regulatory and funding framework. None of the individual business divisions of UBS or the Corporate Center are 
legally independent entities; instead, they primarily perform their activities through the domestic and foreign offices of 
the parent bank, UBS AG. 
 
Settlement of transactions through the parent bank allows UBS to fully exploit the advantages generated for all 
business divisions through the use of a single legal entity. In cases where it is impossible or inefficient to process 
transactions via the parent, due to local legal, tax or regulatory provisions or newly acquired companies, these tasks 
are performed on location by legally independent Group companies. UBS's significant subsidiaries are listed in the 
Annual Report 2008, as restated on 20 May 2009, in English, on pages E347-E350 (inclusive). 
 
 
 
IV. Trend Information  
There has been an improvement in market sentiment during the first quarter, with a strong rebound in global stock 
market indices since early March, but the credit markets improved only partly and trading in complex financial 
products remains illiquid. The markets continue to be unsettled, and we remain cautious on the immediate outlook for 
UBS. The strong influence that government policy has on the market environment was clearly demonstrated in the 
first quarter as investors became less risk averse. However, the real economy has continued to deteriorate, and this is 
expected to have negative implications for credit-related provisioning in coming quarters. 
 
 
 
V. Administrative, Management and Supervisory Bodies of the Issuer  
UBS operates under a strict dual Board structure, as mandated by Swiss banking law. The functions of Chairman of 
the Board of Directors (“Chairman”) and Group Chief Executive Officer (“Group CEO”) are assigned to two 
different people, thus providing separation of powers. This structure establishes checks and balances and creates an 
institutional independence of the Board of Directors (“BoD”) from the day-to-day management of the firm, for which 
responsibility is delegated to the Group Executive Board (“GEB”). No member of one Board may be a member of the 
other. 
 
The supervision and control of the executive management remains with the BoD. The Articles of Association and the 
Organisation Regulations of UBS AG, with their Appendices govern all details as to authorities and responsibilities of 
the two bodies. Please refer to www.ubs.com/corporate-governance.  
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The BoD consists of at least six and a maximum of 12 members. The term of office for members of the board is one 
year7. 
 
 
Details of the Executive Bodies of the Company 
Board of Directors of UBS AG 
 
The Board of Directors consists of twelve members:  
 

 Title Term of office Position outside UBS AG 
Kaspar Villiger Chairman 2010 None 
Sergio Marchionne Indepdendent 

vice  
chairman / 
Senior 
independent 
director 

2010 CEO and member of the supervisory 
board of Fiat S.p.A., Turin; CEO of Fiat 
Group Automobiles; Chairman of SGS, 
Geneva; member of the BoD of Philip 
Morris International Inc., New York; 
member of Acea (European Automobile 
Manufacturers Association); Chairman 
of CNH Case New Holland Global N.V., 
Amsterdam. 

Sally Bott Member 2010 Group HR Director and member of the 
Group Executive Committee of BP Plc; 
member of the board of the Royal 
College of Music in London; member of 
the board of the Carter Burden Center 
for the Aged in NYC. 

Michel Demaré Member 2010 CFO and member of the Executive 
Committee of ABB; president of Global 
Markets at ABB; member of the 
foundation board of IMD, Lausanne. 

Rainer-Marc Frey Member 2010 Founder and Chairman of Horizon21; 
member of the BoD of DKSH Group, 
Zurich; member of the advisory board of 
Invision Private Equity AG, Zug; 
member of the BoD of the Frey 
Charitable Foundation, Freienbach. 

Bruno Gehrig Member 2010 Vice chairman of the BoD of Roche 
Holding AG, Basel; Chairman of the 
Swiss Air Transport Foundation, Zug. 

Ann F. Godbehere Member 2010 Non executive director of Prudential 
Plc.; member of the board of the Lloyd’s 
managing agency Atrium Underwriters 
Group Ltd.; member of the board of 
Ariel Holdings. 

Axel P. Lehmann Member 2010 Group Chief Risk Officer and member 
of the Group Executive Committee of 
Zurich Financial Services (Zurich); 
responsible for Group IT at Zurich; 
Chairman of the board of the Institute of 
Insurance Economics at the University 
of St. Gallen. 

 
7  At the annual general meeting on 23 April 2008 the shareholders reduced the term of office for the members of the BoD from three years to one 

year. As a result, the new members were elected for one year. For existing members the one-year term starts from the point at which they are re-
elected. 
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Helmut Panke Member 2010 Member of the BoD of Microsoft 
Corporation, Redmond, WA (USA); 
member of the supervisory board of 
Bayer AG (Germany); member of the 
BoD of the American Chamber of 
Commerce in Germany; member of the 
international advisory board for Dubai 
International Capital’s “Global Strategic 
Equities Fund”. 

William G. Parrett Member 2010 Independent director of Eastman Kodak 
Co., Blackstone Group LP and Thermo 
Fisher Scientific Inc., USA; Chairman of 
the BoD of the United States Council for 
International Business and of United 
Way of America; member of the board 
of trustees of Carnegie Hall; member of 
the Executive Committee of the 
International Chamber of Commerce. 

David Sidwell Member 2010 Director of the Federal National 
Mortgage Association Fannie Mae; 
trustee of the International Accounting 
Standards Committee Foundation, 
London; Chairman of the BoD of 
Village Care of New York; director of 
the National Council on Aging. 

Peter R. Voser Member 2010 CFO and executive BoD member of 
Royal Dutch Shell plc, London; member 
of the BoD of the Swiss Federal Auditor 
Oversight Authority. 

 
 
Group Executive Board of UBS AG 
The Group Executive Board consists of thirteen members:  
 

Oswald J. Gruebel Group Chief Executive Officer  
John Cryan Group Chief Financial Officer 
Markus U. Diethelm Group General Counsel 
John A. Fraser Chairman and Chief Executive Officer Global Asset Management 
Marten Hoekstra Chief Executive Officer Wealth Management Americas 
Carsten Kengeter co-CEO Investment Bank 
Ulrich Koerner Group Chief Operating Officer and Chief Executive Officer Corporate Center 
Philip J. Lofts Group Chief Risk Officer 
Francesco Morra Chief Executive Officer Switzerland, Wealth Management & Swiss Bank 
Rory Tapner Chairman and Chief Executive Officer Asia Pacific 
Alexander Wilmot-
Sitwell co-CEO Investment Bank 

Robert Wolf Chairman and Chief Executive Officer, UBS Group Americas / President 
Investment Bank 

Juerg Zeltner Chief Executive Officer Wealth Management Global, Wealth Management & Swiss 
Bank 
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No member of the GEB has any significant business interests outside of UBS. 
 
Board of Directors 
The BoD is the most senior body of UBS. All the members of the BoD are elected individually by the annual general 
meeting for a term of office of one year8. The BoD itself then appoints its Chairman, one or more vice chairmen, the 
deputy, the senior independent director and the chairpeople and members of the various BoD committees (audit 
committee; corporate responsibility committee; governance and nominating committee; human resources and 
compensation committee; risk committee and strategy committee). 
 
The BoD has ultimate responsibility for the success of UBS and delivering sustainable shareholder value within a 
framework of prudent and effective controls which enables risk to be assessed and managed. The BoD sets UBS’s 
strategic aims, ensures that the necessary financial and human resources are in place for UBS to meet its objectives 
and reviews management performance. The BoD sets UBS’s values and standards and ensures that its obligations to 
its shareholders and others are met. The BoD's proposal for election of members of the BoD must be such that three 
quarters of the members will, following election, be independent. While the Chairman does not need to be 
independent, at least one of the vice-chairmen must be. The BoD meets as often as business requires, and at least six 
times a year. 
 
The business address of the members of the BoD is UBS AG, Bahnhofstrasse 45, CH-8098 Zurich, Switzerland. 
 
 
Group Executive Board 
Under the leadership of the Group CEO, the GEB has executive management responsibility for UBS Group and its 
business. It assumes overall responsibility for the development and implementation of the strategies for the Group and 
the business divisions. All GEB Members (with the exception of the Group CEO) are proposed by the Group CEO and 
the BoD approves the appointments of the Group CEO, the Group CFO, the Group CRO and the Group GC; the 
human resources and compensation committee approves all other GEB Members. 
 
The business address of the members of the GEB is UBS AG, Bahnhofstrasse 45, CH-8098 Zurich, Switzerland. 
 
 
Potential conflicts of interest 
Members of the BoD and GEB may act as directors or executive officers of other companies (for current positions 
outside UBS AG (if any), please see above under “Board of Directors of UBS AG”) and may have economic or other 
private interests that differ from those of UBS. Potential conflicts of interest may arise from these positions or 
interests. UBS 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 disclosure when appropriate. 
 
 
VI. Auditors 
On 15 April 2009, the UBS Annual General Meeting reelected Ernst & Young Ltd., Aeschengraben 9, 4002 Basel, 
Switzerland, as auditors for the financial statements of UBS AG and the consolidated financial statements of the UBS 
Group for a further one-year term, in accordance with company law and banking law provisions. Ernst & Young Ltd., 
Basel, is a member of the Swiss Institute of Certified Accountants and Tax Consultants based in Zurich, Switzerland. 
 
 
VII. Major Shareholders of the Issuer  
The ownership of UBS shares is broadly dispersed. As at 31 March 2009, Chase Nominees Ltd., London, was 
registered with a 8.13% holding (31 December 2008: 7.19%, 31 December 2007: 7.99%) of total share capital held in 
trust for other investors. As at 31 March 2009, the US securities clearing organization DTC (Cede & Co.) New York, 
"The Depository Trust Company", held 9.81% (31 December 2008: 9.89%, 31 December 2007: 14.15%) of total share 
capital in trust for other beneficiaries. Pursuant to UBS’s provisions on registration of shares, the voting rights of 
nominees are limited to 5%. This regulation does not apply to securities clearing and settlement organizations. On 31 

 
8  See footnote above. 
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March 2009, no other shareholder had reported holding 3% or more of all voting rights. Only shareholders registered 
in the share register as shareholders with voting rights are entitled to exercise voting rights. 
 
As of 17 April 2009, UBS held a stake of UBS registered shares, which corresponds to less than 3.00% of the total 
share capital of UBS AG. 
 
At the same time UBS had disposal positions relating to 979,166,943 shares of UBS AG, corresponding to 33.39% of 
the total share capital of UBS AG. These positions comprised 1,503,149 employee options relating to 2,175,809 shares 
(0.07%) and 2,111,668,019 acquisition and conversion rights granted to third parties relating to 976,991,134 shares 
(33.32%), including the number of shares of UBS AG to be issued upon the future conversion of (i) the Mandatory 
Convertible Notes issued in March 2008 to the Government of Singapore Investment Corporation Pte. Ltd, Singapore, 
and an investor from the Middle East, and (ii) the Mandatory Convertible Notes issued in December 2008 to the Swiss 
Confederation. Correspondingly, as of 15 July 2008, the Government of Singapore Investment Corporation Pte. Ltd 
reported in a filing with the US Securities and Exchange Commission that it held 240,223,963 UBS shares, including 
228,832,951 shares to be received upon conversion of the MCN, and as of 26 November 2008, the Swiss 
Confederation held acquisition positions relating to 329,447,681 shares of UBS AG. 
 
Further details on the distribution of UBS shares, the number of registered and non-registered securities, voting rights 
as well as distribution by shareholder categories and geographical regions can be found in the Annual Report 2008, as 
restated on 20 May 2009, in English, on pages D195-D198 (inclusive) and on the website of UBS AG 
(http://www.ubs.com/1/e/investors/shareholder_details/distribution.html). 
 
 
VIII. Financial Information concering the Issuer’s Assets and Liabilities, Financial Position and Profits and 

Losses  
A description of the Issuer’s assets and liabilities, financial position and profits and losses is available, for the financial 
year 2007, in the Annual Report 2007 of UBS AG, 4 Financial Statements, in English, which were restated on 
14 April 2008 (see (iv) below) and, for financial year 2008, in the Annual Report 2008 of UBS AG, as restated on 
20 May 2009, Financial information, in English. In this context, the Issuer’s financial year equals the calendar year. 
 
In the case of financial year 2007 reference is made to 
 

(i) the Financial Statements of UBS AG (Group), in particular to the Income Statement of UBS AG (Group) 
on page D18, the Balance Sheet of UBS AG (Group) on page D19, the Statement of Cash Flows of UBS 
AG (Group) on pages D23 - D24 (inclusive) and the Notes to the Financial Statements on pages D25 - 
D120 (inclusive), and 
 

(ii) the Financial Statements of UBS AG (Parent Bank), in particular to the Income Statement of UBS AG 
(Parent Bank) on page D125, the Balance Sheet of UBS AG (Parent Bank) on page D126, the Statement 
of Appropriation of Retained Earnings of UBS AG (Parent Bank) on page D127, the Notes to the 
Financial Statements on page D128 and the Parent Bank Review on page D124, and 
 

(iii) the section entitled “Accounting Standards and Policies” on pages D3 - D8 (inclusive) in the Annual 
Report 2007 of UBS AG, 4 Financial Statements. 
 

(iv) In January 2008, the International Accounting Standards Board (IASB) issued an amendment to IFRS 2 
Share-based Payment. The amended standard, entitled IFRS 2 Sharebased Payment: Vesting Conditions 
and Cancellations, is effective 1 January 2009 (early adoption permitted). The new standard clarifies the 
definition of vesting conditions and the accounting treatment of cancellations. UBS has early adopted 
this amended standard as of 1 January 2008. Under the amended standard, UBS is required to distinguish 
between vesting conditions (such as service and performance conditions) and non-vesting conditions. 
The amended standard no longer considers vesting conditions to include certain non-compete provisions. 
The impact of this change is that UBS compensation awards are expensed over the period that the 
employee is required to provide active services in order to earn the award. Post-vesting sales and hedge 
restrictions and non-vesting conditions are considered when determining grant date fair value. Following 
adoption of this amendment, UBS has fully restated the two comparative prior years (2006 and 2007). 
The effect of the restatement on the opening balance sheet at 1 January 2006 was as follows: reduction of 
retained earnings by approximately CHF 2.3 billion, increase of share premium by approximately 
CHF 2.3 billion, increase of liabilities (including deferred tax liabilities) by approximately CHF 0.5 
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billion, and increase of deferred tax assets by approximately CHF 0.5 billion. Net profits attributable to 
UBS shareholders declined by CHF 863 million in 2007 and by CHF 730 million in 2006. Additional 
compensation expense of CHF 797 million and CHF 516 million was recognized in 2007 and 2006, 
respectively. This additional compensation expense includes awards granted in 2008 for the performance 
year 2007. The impact of the restatement on total equity as of 31 December 2007 was a decrease of CHF 
366 million. Retained earnings at 31 December 2007 decreased by approximately CHF 3.9 billion, share 
premium increased by approximately CHF 3.5 billion, liabilities (including deferred tax liabilities) 
increased by approximately CHF 0.6 billion and deferred tax assets increased by approximately CHF 0.2 
billion. The restatement decreased basic and diluted earnings per share for the year ended 31 December 
2007 by CHF 0.40 each and for the year ended 31 December 2006 by CHF 0.33 and CHF 0.31, 
respectively. In order to provide comparative information, these amounts also reflect the retrospective 
adjustments to shares outstanding in 2007 due to the capital increase and the share dividend paid in 2008. 
The additional compensation expense is attributable to the acceleration of expense related to share-based 
awards as well as for certain alternative investment vehicle awards and deferred cash compensation 
awards which contain non-compete provisions and sale and hedge restrictions that no longer qualify as 
vesting conditions under the amended standard.  
 
Reference is also made to the Consolidated Financial Statements (restated) of UBS AG for the financial 
year 2007, in particular the Income Statement of UBS AG (Group) on page F-31, the Balance Sheet of 
UBS AG (Group) on page F-32, the Statement of Cash Flows of UBS AG (Group) on pages F-37 - F-38 
(inclusive) and the Notes to the Financial Statements on pages F-39 - F-139 (inclusive). Moreover, 
reference is made to the Annual Report 2008 of UBS AG, Financial Information. 

 
In the case of financial year 2008 reference is made to 
 

(i) the Financial Statements of UBS AG (Group), in particular to the Income Statement of UBS AG (Group) 
on page E256, the Balance Sheet of UBS AG (Group) on page E257, the Statement of Cash Flows of 
UBS AG (Group) on pages E261 - E262 (inclusive) and the Notes to the Financial Statements on pages 
E263 - E370 (inclusive), and 
 

(ii) the Financial Statements of UBS AG (Parent Bank), in particular to the Income Statement of UBS AG 
(Parent Bank) on page E372, the Balance Sheet of UBS AG (Parent Bank) on page E373, the Statement 
of Appropriation of Retained Earnings of UBS AG (Parent Bank) on page E373, the Notes to the 
Financial Statements on pages E374 – E389 (inclusive) and to the Parent Bank Review on page E371, 
and 
 

(iii) the sections entitled “Accounting Principles” on page E245 and “Critical Accounting Policies” on pages 
E246-E250 (inclusive) in the Annual Report 2008 of UBS AG, as restated on 20 May 2009, Financial 
information, in English.  

 
The annual financial reports form an essential part of UBS’s reporting. They include the audited Consolidated 
Financial Statements of UBS Group, prepared in accordance with International Financial Reporting Standards 
(“IFRS”) and the audited financial statements of UBS AG (Parent Bank), prepared according to Swiss banking law 
provisions. The financial statements also include certain additional disclosures required under Swiss and US 
regulations. The annual reports also include discussions and analysis of the financial and business results of UBS, its 
business divisions and the Corporate Center. 
 
The financial statements for UBS AG (Group) and its subsidiaries as well as for UBS AG (Parent Bank) were audited 
by Ernst & Young Ltd., Basel, for financial years 2007 and 2008. The report of the auditors of UBS AG (Parent Bank) 
can be found on page D140 of the Annual Report 2007 of UBS AG, 4 Financial Statements, in English and on pages 
E390-E391 (inclusive) of the Annual Report 2008 of UBS AG, Financial information,  
in English. The report of the auditors of UBS AG (Group) can be found on pages D16-D17 (inclusive)  
of the Annual Report 2007 of UBS AG, 4 Financial Statements, in English, and on pages F-29 – F-30 (inclusive)  
of the Consolidated Financial Statements (restated) of UBS AG for the financial year 2007,  
in English and on pages E254 – E255 (inclusive) of the Annual Report 2008 of  
UBS AG, as restated on 20 May 2009, Financial information, in English.  
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Reference is also made to UBS's first quarter 2009 report, which contains information on the financial condition and 
the results of operation of UBS Group as of 31 March 2009 and is attached to this Base Prospectus as appendix. The 
interim financial statements are not audited.  
 
All relevant financial information contained in the 2007 and 2008 annual reports, including the Annual Report 2008, 
as restated on 20 May 2009, as well as in UBS's first quarter 2009 report (including the relevant notes thereto) forms 
an integral component of this document, and is therefore fully incorporated in this Prospectus.  
 
 
1. LEGAL AND ARBITRATION PROCEEDINGS 
UBS Group operates in a legal and regulatory environment that exposes it to potentially significant litigation risks. As 
a result, UBS is involved in various disputes and legal proceedings, including litigation, arbitration and regulatory and 
criminal investigations, including numerous disputes and legal proceedings arising directly or indirectly out of the 
credit crisis. Such cases are subject to many uncertainties, and their outcome is often difficult to predict, including the 
impact on operations or on the financial statements, particularly in the earlier stages of a case. In certain 
circumstances, to avoid the expense and distraction of legal proceedings, UBS may, based on a cost-benefit analysis, 
enter into a settlement even though UBS denies any wrongdoing. The Group makes provisions for cases brought 
against it only when, after seeking legal advice, in the opinion of management it is probable that a liability exists and 
the amount can be reasonably estimated. No provision is made for claims asserted against the Group that in the 
opinion of management are without merit and where it is not likely that UBS will be found liable. 
 
Within the last 12 months until the date of this document, UBS has been involved in the following governmental, legal 
or arbitration proceedings which could be material to the Group:  
 
a)  Tax shelter investigation: In connection with a criminal investigation of tax shelters, the United States 

Attorney’s Office for the Southern District of New York (US Attorney’s Office) continues to examine certain 
tax-oriented transactions involving UBS and others between 1996 and 2000. UBS is continuing to cooperate 
in this investigation. 

 
b)  Municipal bonds: In November 2006, UBS and others received subpoenas from the US Department of 

Justice, Antitrust Division, and the US Securities and Exchange Commission (SEC), seeking information 
relating to the investment of proceeds of municipal bond issuances and associated derivative transactions. 
Both investigations are ongoing, and UBS is cooperating. In addition, various state Attorneys General have 
issued subpoenas seeking similar information. In the SEC investigation, on 4 February 2008, UBS received a 
“Wells notice” advising that the SEC staff is considering recommending that the SEC bring a civil action 
against UBS AG in connection with the bidding of various financial instruments associated with municipal 
securities. 

 
c)  HealthSouth: UBS is defending itself in two putative securities class actions brought to the US District Court 

for the Northern District of Alabama by holders of stocks and bonds in HealthSouth Corp. A class has been 
certified in the stockholder action. In October 2008, UBS agreed to settle derivative litigation brought on 
behalf of HealthSouth in Alabama State Court. Due to existing insurance coverage this settlement had no 
impact on UBS’s result in 2008. 

 
d) Parmalat: UBS has been facing multiple proceedings arising out of the Parmalat insolvency. In June 2008, 

UBS settled all civil claims brought by Parmalat in its capacity as Assumptor in composition with creditors 
and Mr. Bondi (Extraordinary Commissioner of Parmalat S.p.A. and other Parmalat companies under 
extraordinary administration) for EUR 185 million. Other civil claims by third parties have automatically 
terminated as a result of termination of criminal proceedings in Milan (with the exception of some costs 
issues which are the subject of appeals to Court of Cassation) and will also do so in Parma when the time for 
filing an appeal expires, unless an appeal has been lodged in the meantime. 

 
e) Auction rate securities: UBS was sued by four state regulatory authorities and was the subject of 

investigations by the SEC and other regulators, relating to the marketing and sale of Auction Rate Securities 
(ARS) to clients and to UBS’s role and participation in ARS auctions and underwriting of ARS. UBS was 
also named in several putative civil litigations and individual civil suits and a large number of individual 
arbitrations. The regulatory actions and investigations, and the class actions, followed the disruption in the 
markets for these securities and related auction failures since mid-February 2008. Plaintiffs and the regulators 
generally sought rescission, i.e., for UBS to purchase the ARS that UBS sold to them at par value, as well as 



 

 

 

UBS AG Base Prospectus 

 

203

compensatory damages, disgorgement of profits and in some cases penalties. On 8 August 2008, UBS 
entered into settlements, in principle with the SEC, the New York Attorney General (NYAG) and other state 
agencies represented by the North American Securities Administrators Association (NASAA), whereby UBS 
agreed to offer to buy back ARS from eligible customers within certain time periods, the last of which begins 
on 30 June 2010, and to pay penalties of USD 150 million (USD 75 million to the NYAG, USD 75 million to 
the other states). UBS subsequently finalized its settlement with the State of Massachusetts, the SEC and the 
NYAG, and is continuing to finalize agreements with the other state regulators. UBS’s settlement is largely 
in line with similar industry regulatory settlements. The NYAG and SEC continue to investigate individuals 
affiliated with UBS who traded in ARS or who had responsibility for disclosures. 

 
f)  US cross-border: UBS AG has been responding to a number of governmental inquiries and investigations 

relating to its cross-border private banking services to US private clients during the years 2000–2007. On 18 
February 2009, UBS announced that it had entered into a Deferred Prosecution Agreement (DPA) with the 
US Department of Justice (DOJ) and a Consent Order with the SEC relating to these investigations. As part 
of these settlement agreements, among other things: (i) UBS will pay a total of USD 780 million to the 
United States, USD 380 million representing disgorgement of profits from maintaining the US cross-border 
business and USD 400 million representing US federal backup withholding tax required to be withheld by 
UBS, together with interest and penalties, and restitution for unpaid taxes associated with certain account 
relationships involving fraudulent, sham and nominee offshore structures and otherwise, as covered by the 
DPA; (ii) UBS will complete the exit of the US cross-border business out of non-SEC registered entities, as 
announced in July 2008, which these settlements permit UBS to do in a lawful, orderly and expeditious 
manner; (iii) UBS will implement and maintain an enhanced program of internal controls with respect to 
compliance with its obligations under its Qualified Intermediary (QI) Agreement with the Internal Revenue 
Service (IRS), as well as a revised legal and compliance governance structure in order to strengthen 
independent legal and compliance controls; and (iv) pursuant to an order issued by the Swiss Financial 
Market Supervisory Authority (FINMA), information was transferred to the DOJ regarding accounts of 
certain US clients as set forth in the DPA who, based on evidence available to UBS, appear to have 
committed tax fraud or the like according to the definition of the Swiss-US Double Taxation Treaty. Pursuant 
to the DPA, the DOJ has agreed that any further prosecution of UBS will be deferred for a period of at least 
18 months, subject to extension under certain circumstances, such as UBS needing more time to complete the 
implementation of the exit of its US cross-border business. If UBS satisfies all of its obligations under the 
DPA, the DOJ will refrain permanently from pursuing charges against UBS relating to the investigation of its 
US cross-border business. As part of the SEC resolution, the SEC filed a complaint against UBS in the 
Federal District Court in Washington, D.C., charging UBS with acting as an unregistered broker-dealer and 
investment advisor in connection with maintaining its US cross-border business. Pursuant to the Consent 
Order, UBS did not admit or deny the allegations in the complaint, and consented to the entry of a final 
judgment that provides, among other things, that: (i) UBS will pay USD 200 million to the SEC, representing 
disgorgement of profits from the US cross-border business (this amount is included in, and not in addition to, 
the USD 780 million UBS is paying to the United States as described above); and (ii) UBS will complete its 
exit of the US cross-border business and will be permanently enjoined from violating the SEC registration 
requirements by providing broker-dealer or investment advisory services to US persons through UBS entities 
not registered with the SEC. The District Court entered the final judgment on 19 March 2009. The DOJ and 
SEC agreements do not resolve issues concerning the pending “John Doe” summons which the IRS served to 
UBS in July 2008. In this regard, on 19 February 2009, the Civil Tax Division of the DOJ filed a civil 
petition for enforcement of this summons in US Federal District Court in Miami, through which it seeks an 
order directing UBS to produce information located in Switzerland regarding US clients who have 
maintained accounts with UBS in Switzerland without providing a Form W-9. On 24 February 2009, the 
District Court issued a scheduling order, pursuant to which a hearing will be held on 13 July 2009. The DPA 
preserves UBS’s ability to fully defend its rights in connection with the IRS’s enforcement effort. UBS 
believes that it has substantial defenses, including that complying with the summons would constitute a 
violation of Swiss financial privacy laws, and intends to vigorously contest the enforcement of the summons. 
The resolution of the summons litigation could result in the imposition of substantial fines, penalties and / or 
other remedies. In addition, pursuant to the DPA, should UBS fail to comply with a final US court order 
directing it to comply with the summons after fully exhausting all rights to appeal, the DOJ may, after certain 
conditions have been satisfied, choose to pursue various remedies available for breach of the DPA. This may 
include charging UBS with conspiracy to commit tax fraud. Also on 18 February 2009, FINMA published 
the results of the now concluded investigation conducted by the Swiss Federal Banking Commission (SFBC). 
The SFBC concluded, among other things, that UBS violated the requirements for proper business conduct 
under Swiss banking law and issued an order barring UBS from providing services to US resident private 
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clients out of non-SEC registered entities. Further, the SFBC ordered UBS to enhance its control framework 
around its cross-border businesses, and announced that the effectiveness of such a framework will be audited. 
Following the disclosure of the US cross-border matter, and the settlements with the DOJ and the SEC, tax 
and regulatory authorities in a number of jurisdictions have expressed an interest in understanding the cross-
border wealth management services provided by UBS and other financial institutions. It is premature to 
speculate on the scope or effect of any such inquiries. 

 
g) Matters related to the credit crisis: UBS is responding to a number of governmental inquiries and 

investigations, and is involved in a number of litigations, arbitration and disputes related to the credit crisis, 
and in particular US mortgage-related securities and related structured transactions and derivatives. These 
matters concern, among other things, UBS’s valuations, disclosures, write-downs, underwriting and 
contractual obligations. In particular, UBS has been in regular communication with, and responding to 
inquiries by, FINMA, its home country consolidated regulator, as well as the SEC and the United States 
Attorney’s Office for the Eastern District of New York (USAO), regarding some of these issues and others, 
including the role of internal control units, governance and processes around risk control and valuation of 
mortgage- related instruments, compliance with public disclosure rules, and the business rationales for the 
launching and reintegration of Dillon Read Capital Management (DRCM). FINMA concluded its 
investigation in October 2008, but the investigation by the SEC and the USAO are ongoing. 

 
h)  Claims related to UBS disclosure: A putative consolidated class action was filed against UBS and a number 

of current and former directors and senior officers in the Southern District of New York alleging securities 
fraud in connection with the firm’s disclosures relating to its losses in the subprime mortgage markets, its 
losses and positions in auction rate securities, and its US cross-border business. Defendants have moved to 
dismiss the complaint for lack of jurisdiction and for failure to state a claim. In February and March 2009, 
two additional securities fraud class actions were filed in the Southern District of New York against UBS and 
various senior executives and directors alleging that defendants made materially misleading disclosures 
concerning UBS’s US cross-border wealth management business. By an order dated 7 April 2009, these two 
actions were consolidated with the pending shareholder class action. UBS and a number of senior officers 
and directors have also been sued in a consolidated class action brought on behalf of holders of UBS ERISA 
retirement plans in which there were purchases of UBS stock. UBS has moved to dismiss the ERISA 
complaint for failure to state a claim. 

 
i) Madoff: In relation to the Madoff investment fraud, UBS, UBS (Luxembourg) SA and certain other UBS 

subsidiaries are responding to inquiries by a number of regulators, including FINMA and the Luxembourg 
Commission de Surveillance du Secteur Financier (CSSF). The CSSF has made inquiries concerning two 
third-party funds established under Luxembourg law, the assets of which were managed by Bernard L. 
Madoff Investment Securities LLC, and which now face severe losses. The last reported net asset value of the 
two funds before revelation of the Madoff scheme was approximately USD 1.7 billion in the aggregate. The 
documentation establishing both funds identifies UBS entities in various roles including custodian, 
administrator, manager, distributor and promoter, and that UBS employees serve as board members. On 25 
February 2009, the CSSF issued a communiqué with respect to the larger of the two funds, stating that UBS 
(Luxembourg) SA had failed to comply with its due diligence responsibilities as custodian bank. The CSSF 
ordered UBS (Luxembourg) SA to review its infrastructure and procedures relating to its supervisory 
obligations as custodian bank, but did not order it to compensate investors. Certain alleged beneficiaries have 
filed claims against UBS entities for purported losses or the satisfaction of redemption requests delivered to 
funds prior to the revelation of the Madoff scheme. Further, certain clients of UBS Sauerborn (the KeyClient 
segment of UBS Deutschland AG) are exposed to Madoff-managed positions through third party funds and 
funds administered by UBS Sauerborn. 

 
Besides the proceedings specified above under (a) through (i) no governmental, legal or arbitration proceedings, which 
may have, or have had in the recent past, significant effects on the Issuer’s financial position, are or have been 
pending, nor is the Issuer aware that any such governmental, legal or arbitration proceedings are threatened. 
 
 
2. SIGNIFICANT CHANGES IN THE FINANCIAL SITUATION OF THE ISSUER  
There has been no material change in the financial position of the Issuer since the date of the last published financial 
statements ( first quarterly report (not audited)) of UBS AG for the period ending 31 March 2009. 
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IX. Material Contracts 
No material agreements have been concluded outside of the normal course of business which could lead to UBS being 
subjected to an obligation or obtaining a right, which would be of key significance to the Issuer’s ability to meet its 
obligations to the investors in relation to the issued securities. 
 
 
X. Documents on Display 

• The Annual Report of UBS AG as at 31 December 2007, comprising (i) the Review 2007, (ii) 1 Strategy, 
Performance and Responsibility, (iii) 2 Risk, Treasury and Capital Management, (iv) 3 Corporate 
Governance and Compensation Report, (v) 4 Financial Statements (including the "Report of the Group 
Auditors – Independent Registered Public Accounting Firm, Consolidated Financial Statements " and the 
"Report of the Statutory Auditors"); 

 
• The Consolidated Financial Statements (restated) of UBS AG for the financial year 2007 (including the 

“Report of the Group Auditors”), published in the securities prospectus dated 23 May 2008 for the Offering 
of 760,295,181 Registered Shares of UBS AG; 

 
• The Annual Report of UBS AG as of 31 December 2008, as restated on 20 May 2009, comprising (i) the 

Review 2008, (ii) Strategy, performance and responsibility, (iii) UBS business divisions and Corporate 
Center (iv) Risk and treasury management, (v) Corporate governance and compensation, (vi) Financial 
information (including the “Report of the Statutory Auditor and the Independent Registered Public 
Accounting Firm on the Consolidated Financial Statements” and the “Report of the Statutory Auditor on the 
Financial Statements”), (vii) Compensation Report; 

 
• The quarterly report of UBS AG as at 31 March 2009; and 

 
• The Articles of Association of UBS AG Zurich/Basel, as the Issuer, 

 
shall be maintained in printed format, for free distribution, at the registered offices of the Issuer for a period of twelve 
months after the publication of this document and shall be available on UBS's website at 
www.ubs.com/annualreporting. In general, the annual and quarterly reports of UBS AG are published on the UBS 
website, at www.ubs.com/investors or a successor address. 
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GENERAL INFORMATION  
 

I. General Note on the Prospectus 
This Base Prospectus should be read and construed with any amendment or supplement hereto and with any other 
documents incorporated by reference and with the relevant Final Terms. 
 
The Manager(s) (as defined under “Issue and Sale” excluding the Issuer) have not independently verified the 
information contained herein. Accordingly, no representation, warranty or undertaking, express or implied, is made 
and no responsibility or liability is accepted by the Managers as to the accuracy or completeness of the information 
contained in this Prospectus or any other information provided by the Issuer in connection with the Programme.  
 
No person has been authorised by the Issuer to issue any statement which is not consistent with or not contained in this 
document, any other document entered into in relation to the Programme or any information supplied by the Issuer or 
any information as in the public domain and, if issued, such statement may not be relied upon as having been 
authorised by the Issuer or the Managers. 
 
 
II. Form and Status 
[in case of Warrants governed by German law and represented in a permanent global note, insert the following text: 
The Warrants issued by the Issuer are securities within the meaning of § 793 German Civil Code and are represented 
by one or more permanent global bearer certificate(s) (the “Permanent Global Note”). The Permanent Global Note is 
kept in custody [by the Depositary Agent on behalf of the Clearing Agent] [by the Clearing Agent] (as defined in the 
section entitled “Key Terms and Definitions of the Warrants”). No definitive securities will be issued.] 
 
[in case of Warrants issued in uncertificated and dematerialised form to be registered in book-entry form at the 
Clearing Agent insert the following text: The Warrants are issued in uncertificated and dematerialised book-entry 
form, and registered at the Clearing Agent (as defined in the section entitled “Key Terms and Definitions of the 
Warrants”) for clearance and settlement. No physical notes, such as global temporary or permanent notes or definitive 
notes will be issued in respect of the Warrants.] 
 
[in case of Warrants governed by Swiss law, insert the following text: The Warrants governed by Swiss law may be 
issued either in bearer form (then represented by one or more permanent global bearer certificate(s), also the 
“Permanent Global Note”) or in the form of book-entry securities (nicht-verurkundete Wertrechte; “Book-entry 
Securities”) pursuant to article 2 paragraph a. Federal Act on Stock Exchanges and Securities Trading (Bundesgesetz 
über die Börsen und den Effektenhandel; “SESTA”) or, upon entry into force of the Federal Act on Securities held 
with an Intermediary (Bucheffektengesetz; “Intermediated Securities Act”), formed as securities held with an 
intermediary (Bucheffekten; “Intermediated Securities”) pursuant to the Intermediated Securities Act. 
 
Book-entry Securities do not take the form of actual securities but have the same function as actual securities, i.e. 
standardised warrants which are suitable for mass trading (article 2 paragraph a. SESTA). Book-entry Securities are 
created in accordance with a standard framework agreement which has been concluded between the Issuer and SIS. 
They will be booked in the clearing system of SIS during their entire life. SIS lists the total volume of Book-entry 
Securities of a certain series of Warrants in a master register which is avaliable to the public. The Securityholder’s 
entitlement to specific Book-entry Securities is based on his/her relevant custody account statement. The named 
standard framework agreement also regulates recording, file maintenance, transfer and extinction of Book-entry 
Securities by SIS. In this standard framework agreement, the Issuer particularly instructs and authorises SIS to take 
any necessary action on behalf of the Issuer which is required for the transfer of Book-entry Securities. Irrespective of 
whether Warrants are issued in bearer form or in the form of Book-entry Securities, Securityholders will not be 
entitled to request to receive definitive Warrants. Definitive Warrants will not be printed. Book-entry Securities may 
not be assigned or transferred except through transactions settled through SIS in accordance with its relevant rules and 
procedures.  
 
Intermediated Securities are fungible monetary or membership rights of an investor against an issuer which are 
credited to an investor’s securities account with an Intermediary and which are at the investor’s disposal pursuant to 
the Intermediated Securities Act (article 3 paragraph 1 Intermediated Securities Act). Intermediated Securities are 
created upon immobilization of actual securities or New Book-entry Securities (i.e. deposit of securities issued in 
bearer form at, or registration of New Book-entry Securities with, an Intermediary) and a respective credit to a 
Securityholder’s securities account with an Intermediary (article 4 and 6 Intermediated Securities Act). For each series 
of Warrants one single Intermediary keeps the master register which is available to the public. Securityholders may 
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obtain information about their entitlement to Intermediated Securities of a certain series of Warrants from their 
Intermediary. Intermediated Securities are transferred upon a Securityholder’s instruction of his/her Intermediary and 
are then credited to the purchaser’s securities account in accordance with articles 24 et seq. Intermediated Securities 
Act and the terms and conditions of the agreements between a Securityholder and his/her Intermediary. 
Securityholders may assert their rights linked to Intermediated Securities (Rechte an Bucheffekten) only through their 
Intermediaries. 
 
Irrespective of whether Warrants are issued in bearer form or formed as Intermediated Securities, Securityholders are 
not entitled to request to receive New Book-entry Securities or actual securities (including Swiss Global Notes). 
Definitive notes will not be printed. For the creation of Intermediated Securities, the Issuer may use Swiss Global 
Notes as well as New Book-entry Securities.] 
 
[If appropriate, inset further information on the form and status of the Securities: [•]] 
 
The Warrants constitute direct, unsecured and unsubordinated obligations of the Issuer, ranking pari passu among 
themselves and with all other present and future unsecured and unsubordinated obligations of the Issuer, other than 
obligations preferred by mandatory provisions of law. 
 
 
III Admission to Trading 
[In case that the Issuer or a Manager, as the case may be, intends to apply for a listing of the Warrants (at any stock 
exchange except for SIX/Scoach/Eurex via SIX), insert the following text: [The Issuer] [A Manager] intends to apply 
for inclusion of the Warrants to trading on [a stock exchange] [several stock exchanges]. [Provided that the Warrants 
have not been terminated by the Issuer [and provided that the Warrants have not expired early] prior to the Expiration 
Date, trading of the Warrants shall cease [[two] [•] trading day[s] prior to] [on] the Expiration Date. [As of this point 
until the Expiration Date trading may only take place off exchange with [the Manager] [•].]] ] 
 
[The Warrants already issued are admitted to trading on the Securities Exchange[s].] 
 
[In case that the Issuer intends to apply for a listing of the Warrants at SIX Swiss Exchange, insert the following text: 
[The Issuer] [A Relevant Manager (in its capacity as listing agent of the Issuer)] intends to apply for the listing of the 
Warrants at SIX Swiss Exchange (“SIX”) and for admittance to trading on the platform of Scoach Switzerland Ltd.] 
 
[In case that neither the Issuer nor a Manager intends to apply for a listing of the Warrants, insert the following text: 
It is not intended to apply for inclusion of the Warrants to trading on a securities exchange.] 
 
 
IV. Authorisation  
The establishment of the Programme and the issuance of Warrants thereunder have been duly authorised by a written 
resolution of the Issuer in its resolution dated 15 May 2008. 
 

 
V. EEA-Passport 
For certain EEA States, the Issuer reserves the right to apply to the Federal Financial Services Supervisory Authority 
(Bundesanstalt für Finanzdienstleistungsaufsicht – “BaFin”) for a certificate of the approval of this Prospectus 
pursuant to Section 18 WpPG, in order to be able to publicly offer the Warrants also in those countries and/or have 
them admitted to trading at an organised market (within the meaning of Directive 93/22/EEC) (the “EEA Passport”). 
A special permit allowing for the Warrants to be offered or the prospectus to be distributed in a jurisdiction outside of 
those countries for which an EEA Passport is possible and a permit required has not been obtained. 
 
 
VI. Use of Proceeds 
The net proceeds from the sale of the Securities will be used for funding purposes of the UBS Group. The Issuer shall 
not employ the net proceeds within Switzerland. The net proceeds from the issue shall be employed by the Issuer for 
general business purposes. A separate (“special purpose”) fund will not be established. 
 
If, in the normal course of business, the Issuer trades in [the Underlying] [if appropriate, insert different point of 
reference to an Underlying comprised in this Base Prospectus: [•]] [, or in the underlying components,] or in related 
options and futures contracts, or hedges the financial risks associated with the Securities by means of hedging 
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transactions in [the Underlying] [if appropriate, insert different point of reference to an Underlying comprised in this 
Base Prospectus: [•]] [or underlying components] or in related options or futures contracts, the Securityholders have 
no rights to or interests in [the Underlying] [if appropriate, insert different point of reference to an Underlying 
comprised in this Base Prospectus: [•]] [, in the underlying components] or in related options or futures contracts. 
 
 
VII. Availability of the Prospectus and Other Documents 
So long as any of the Warrants are outstanding copies of the following documents will be available, during usual 
business hours on any weekday (Saturdays and public holidays excepted), at the office of [the Fiscal Agent] [the 
Issuer]: 
 

[(a) the Agency Agreement (as amended and supplemented from time to time);] 
[(b) the Master Subscription Agreement;] 
[([c][•]) the Articles of Association of UBS AG; 
([•]) a copy of the Base Prospectus (together with any supplement including any Final Terms thereto); 
([•]) a copy of the Annual Report of UBS AG as at 31 December 2007,  
([•]) a copy of the Consolidated Financial Statements (restated) of UBS AG for the financial year 2007; and 
([•]) a copy of the restated Annual Report of UBS AG as at 31 December 2008. 
 

Copies of the documents referred to under (a) through (g) above and information which refers to sources such as 
Bloomberg shall also be maintained in printed format, for free distribution, at the registered offices of the Issuer [as 
well as UBS Deutschland AG, Stephanstrasse 14 - 16, 60313 Frankfurt am Main, Federal Republic of Germany,] for a 
period of twelve months after the publication of the Base Prospectus. In addition, any annual and quarterly reports of 
UBS AG are published on the UBS website, at www.ubs.com/investors or a successor address. 
 
 
VIII. Documents incorporated by Reference  
The following documents shall be incorporated in, and form part of, this Base Prospectus and may be obtained free of 
charge at the registered offices of the Issuer [as well as UBS Deutschland AG, Stephanstrasse 14 - 16, 60313 Frankfurt 
am Main, Federal Republic of Germany,] for a period of twelve months after the publication of this Base Prospectus: 
 
Incorporated document  Referred to in Information 
- UBS Annual Report 2007, 

4 Financial Statements, in English:  
- Financial Information concerning 

the Issuer’s Assets and Liabilities, 
Financial Position and Profits and 
Losses 

 (page 200 of the Prospectus) 

-  Financial Statements of UBS AG 
(Group) for the financial year 2007: 

(i) page D18,  (i) Income Statement,  
(ii) page D19,  (ii) Balance Sheet,  
(iii) pages D23 - D24 (inclusive),  (iii) Statement of Cash Flows, 
(iv) pages D25 - D120 (inclusive),  (iv) Notes to the Financial Statements, 
(v) pages D3 - D8 (inclusive),  (v) Accounting Standards and Policies, 
(vi) pages D16 – D17 (inclusive).  (vi) Report of the Group Auditors. 
  - Financial Statements of UBS AG 

(Parent Bank) for the financial year 
2007: 

(i) page D125,  (i) Income Statement, 
(ii) page D126,  (ii) Balance Sheet,  
(iii) page D127,  (iii) Statement of Appropriation of 

Retained Earnings, 
(iv) pages D128,  (iv) Notes to the Financial Statements, 
(v) page D124,  (v) Parent Bank Review, 
(vi) pages D3 - D8 (inclusive),  (vi) Accounting Standards and Policies, 
(vii) page D140.  (vii) Report of the Statutory Auditors. 

- Consolidated Financial Statements 
(restated) of UBS AG for the 
financial year 2007, in English:  

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

 (page 200 of the Prospectus) 

-  Consolidated Financial Statements 
(restated) of UBS AG for the financial 
year 2007, in English: 

(i) page F-31,  (i) Income Statement,  
(ii) page F-32,  (ii) Balance Sheet,  
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(iii) pages F-37 - F-38 (inclusive),  (iii) Statement of Cash Flows, 
(iv) pages F-39 - F-139 (inclusive),  (iv) Notes to the Financial Statements, 
(v) pages F-29 - F-30.   (v) Report of the Group Auditors. 

 
 
(a) The Annual Report 2007 of the UBS AG is incorporated by reference into this Base Prospectus and has 

been deposited with the BaFin in connection with the approval of the Registration Document of UBS AG 
dated 4 April 2008; and 

 
(b) the Consolidated Financial Statements (restated) of UBS AG for the financial year 2007 are incorporated by 

reference into this Base Prospectus and have been deposited with the BaFin in connection with the approval 
of the securities prospectus dated 23 May 2008 for the Offering of 760,295,181 Registered Shares of 
UBS AG. 
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APPENDIX 1: Restated Annual Report 2008 

 
Note: The restated Annual Report 2008 of UBS AG, published on 20 May 2009 is incorporated in its original version 
and with its original pagination. 
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Dear Shareholders,

UBS recorded a net loss attributable to shareholders of CHF 
21.3 billion in 2008. This extremely poor result stemmed pri-
marily from the results of the fixed income trading business 
of the Investment Bank, mainly due to losses and writedowns 
on exposures related to US real estate and other credit posi-
tions. The loss has affected all stakeholders in UBS: in 2008, 
in US dollar terms, shareholders suffered a 58% fall in mar-
ket capitalization, compared with the average 47% decline 
of the other members of the Dow Jones Banks Titans 30 In-
dex; the total number of employees was reduced by 7%; 
and employee compensation was cut 36%. Clients have, un-
derstandably, expressed to us their disappointment about 
our losses, while at the same time stressing their apprecia-
tion for the advice and service levels they receive from their 
advisors.

For financial markets as a whole, 2008 was an extraordi-
nary year in economic and financial history: world stock 
markets fell 42% (the MSCI world index), interest rates 
reached the lowest levels ever in the US and the UK, and a 
major investment bank failed. Responses to the crisis includ-
ed the injection of new capital into many of the world’s 
major financial institutions by governments. With hindsight, 
it is clear that UBS was not prepared for this. Our balance 
sheet was too large and the systems of risk control and risk 
management that should have limited our exposure failed. 
We placed too much emphasis on growth and not enough 
on controlling risks and costs, particularly in regards to our 
compensation systems, performance targets and indicators 
and executive governance structures. Imponderable levels 
of cross-subsidy and confusion about accountability result-
ed from complex relationships between our business divi-
sions.

In 2008, we focused on addressing our structural and 
strategic weaknesses and on establishing the long-
term financial stability of UBS. Activities centered on the 
key areas we identified as requiring change: corporate gov-
ernance, risk management and control processes, the liquid-
ity and funding framework and management compensation. 
As a result, 2008 saw the introduction of new organization 
regulations to clarify the responsibilities of the Board of Di-
rectors (BoD) and the Group Executive Board (GEB), the es-
tablishment of an Executive Committee (EC) to allocate and 
monitor the use of capital and risk in each of the business 
divisions, and the formation of a dedicated BoD risk commit-
tee. We also merged the credit and market risk functions of 
the Investment Bank into a single unit led by the newly es-

tablished Chief Risk Officer position and a new liquidity and 
funding framework was introduced that requires each busi-
ness division to be charged market-based rates for funding 
from other UBS divisions. We will continue to make changes 
in 2009, including the implementation of a new compensa-
tion model for senior executives that aligns compensation 
with the creation of sustainable results for shareholders. In 
addition, management compensation within business divi-
sions will be based largely on divisional results and the re-
sponsible and independent management of each division’s 
resources and balance sheet. 

Changes in our business divisions will play a vital role 
in the transformation of our firm. As announced on 10 
February 2009, UBS now operates with four business divi-
sions and a Corporate Center.  The former Global Wealth 
Management & Business Banking division has been split into 
two business divisions: Wealth Management & Swiss Bank 
and Wealth Management Americas. We will continue to re-
position the Investment Bank as a client-orientated and fee- 
and commission-earning business – in other words, the In-
vestment Bank is moving away from the proprietary trading 
business that adversely affected our capital. A new unit has 
been established within the Investment Bank to manage the 
positions of those fixed income businesses we have decided 
to exit. 
 
We took active steps to increase the financial stability 
of UBS in 2008. The issuance of two Mandatory Convertible 
Notes (MCNs) and a rights issue raised CHF 34.6 billion of 
new capital. During the year, our total balance sheet was 
reduced 11% to CHF 2,015 billion, risk-weighted assets fell 
19% to CHF 302.3 billion and our identified risk concentra-
tions fell sharply – with these reductions assisted by an 
agreement made in 2008 to sell a large portfolio of illiquid 
securities and other positions to a fund owned and con-
trolled by the Swiss National Bank. Operating expenses fell 
19% and the year-end tier 1 ratio was 11.0%, compared 
with 9.1% for year-end 2007 under the different standards 
that were then applicable under Basel I.  

As announced on 18 February 2009, UBS settled a US 
cross-border case with the US Department of Justice 
(DOJ) and the US Securities and Exchange Commission 
(SEC) by entering into a Deferred Prosecution Agree-
ment (DPA) with the DOJ and a Consent Order with the 
SEC. As part of these agreements, we will complete our pre-
viously announced exit of our US cross-border business and 
implement an enhanced program of internal controls to 

Letter to shareholders
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 ensure compliance with the Qualified Intermediary Agree-
ment with the Internal Revenue Service. In addition, pursu-
ant to an order issued by the Swiss Financial Market Supervi-
sory Authority, information was transferred to the DOJ 
regarding accounts of certain US clients as set forth in the 
DPA, who, based on evidence available to UBS, committed 
tax fraud or the like within the meaning of the Swiss-US 
Double Taxation Treaty. The total cost for the settlement of 
USD 780 million has been fully charged to our 2008 results. 
This episode makes it particularly clear that our control 
framework must be extremely robust and that employee in-
centives must be aligned with risk management and control 
and the creation of long-term value for shareholders.

Outlook – The recent worsening of financial conditions and 
UBS-specific factors have adversely affected our results, par-
ticularly in the Investment Bank. Even after substantial risk 
reduction, our balance sheet remains exposed to illiquid and 

volatile markets and our earnings will therefore remain at 
risk for some time to come. Net new money remains positive 
for our Wealth Management Americas division, but this is 
being partially offset by net outflows in Wealth Manage-
ment & Swiss Bank. Global Asset Management has also ex-
perienced further net outflows.

More generally, financial market conditions remain fragile 
as company and household cash flows continue to deterio-
rate, notwithstanding the very substantial measures govern-
ments are taking to ease fiscal and monetary conditions. Our 
near-term outlook remains extremely cautious.  

For 2009, we will continue to implement our program to 
strengthen our financial position by reducing our risk posi-
tions, our overall balance sheet size, and our operating 
costs.  Management will also focus on securing and building 
the firm’s core client businesses and on returning the Group 
as soon as possible to a sustainable level of overall profit-
ability.

11 March 2009

UBS

Peter Kurer  Oswald J. Gruebel
Chairman  Group Chief Executive Officer

On 26 February 2009, Oswald J. Gruebel joined UBS in the capacity of Group Chief Executive Officer, replacing Marcel 
Rohner. Mr. Gruebel brings to UBS his deep understanding of banking and the markets and proven management skills. 
He also brings a strong determination to restore the bank’s sustained profitability and regain client trust. As announced on 
4 March 2009, Peter Kurer, Chairman of the UBS Board of Directors, has decided not to stand for re-election at the  annual 
general meeting on 15 April 2009. The UBS Board of Directors is nominating Kaspar Villiger for the role of Chairman.
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Annual publications

Annual report (SAP no. 80531)
Published in both German and English, this single volume 
report provides a letter to shareholder and a description of:
 – UBS’s strategy, performance and responsibility;
–  the strategy and performance of the business divisions 

and the Corporate Center;
–  risk, treasury and capital management at UBS;
–  corporate governance and executive compensation; and
–  financial information, including the financial statements.

Review (SAP no. 80530)
The booklet contains key information on UBS’s strategy and fi-
nancials. It is published in English, German, French and Italian.

Compensation report (SAP no. 82307)
Compensation of senior management and the Board of 
 Directors (executive and non-executive members) is dis-
cussed here. It is published in English and German.

UBS reporting at a glance

Quarterly publications

Letter to shareholders 
The letter provides a quarterly update from UBS’s executive 
management on the firm’s strategy and performance. The 
letter is published in English, German, French and Italian. 

Financial report (SAP no. 80834)
This report provides a detailed description of UBS’s strategy 
and performance for the respective quarter. It is published in 
English. 

How to order reports

The annual and quarterly publications are available in PDF 
 format on the internet at www.ubs.com/investors/topics in 
the reporting section. Printed copies can be ordered from the 
services section of the website. Alternatively, they can be or-
dered by quoting the SAP number and the language prefer-
ence where applicable, from UBS AG, Information Center, 
P.O. Box, CH-8098 Zurich, Switzerland.
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Website

The “Analysts & Investors” website at www.ubs.com/inves-
tors provides the following information on UBS: financial in-
formation (including SEC documents); corporate informa-
tion; UBS share price charts and data; the UBS event calendar 
and dividend information; and the latest presentations by 
management for investors and financial analysts. Informa-
tion on the internet is available in English and German, with 
some sections in French and Italian.

Result presentations

UBS’s quarterly results presen tations are webcast live. A play-
back of the most recent presentation is downloadable at 
www.ubs.com/presentations.

Messaging service / UBS news alert 

On the www.ubs.com/newsalert website, it is possible to 
subscribe to receive news alerts about UBS via SMS or  e-mail. 
Messages are sent in English, German, French or Italian and 
it is possible to state preferences for the theme of the alerts 
received.

Annual Report 2008

Other sources of information

Form 20-F and other submissions to the US Securities 
and Exchange Commission

UBS files periodic reports and submits other information about 
UBS to the US Securities and Exchange Commission (SEC). 
Principal among these filings is the annual report on Form 20-
F, filed pursuant to the US Securities Exchange Act of 1934.

UBS’s Form 20-F filing is structured as a “wrap-around” doc-
ument. Most sections of the filing can be satisfied by referring 
to parts of the annual report. However, there is a small amount 
of additional information in Form 20-F which is not presented 
elsewhere, and is particularly targeted at readers in the US. 
Readers are encouraged to refer to this additional disclosure.

Any document that UBS files with the SEC is available to 
read and copy on the SEC’s website, www.sec.gov, or at 
the SEC’s public reference room at 100 F Street, N.E., Room 
1580, Washington, DC, 20549. Please call the SEC by dial-
ing 1-800-SEC-0330 for further information on the opera-
tion of its public reference room. Much of this additional 
information may also be found on the UBS website at 
www.ubs.com/investors, and copies of documents filed 
with the SEC may be obtained from UBS’s Investor Rela-
tions team, whose contact details are listed on the next 
page of this report.

Corporate information

The legal and commercial name of 
the company is UBS AG. The com-
pany was formed on 29 June 1998, 
when Union Bank of Switzerland 
(founded 1862) and Swiss Bank 
Corporation (founded 1872) merged 
to form UBS.
UBS AG is incorporated and domi-
ciled in Switzerland and operates 

under Swiss Company Law and Swiss 
Federal Banking Law as an Aktien-
gesellschaft, a corporation that has 
issued shares of common stock to 
investors.
The addresses and telephone numbers 
of UBS’s two registered offices are: 
Bahnhofstrasse 45, CH-8001 Zurich, 
Switzerland, phone +41-44-234 1111; 

and Aeschenvorstadt 1,  
CH-4051 Basel, Switzerland,  
phone +41-61-288 2020.
UBS AG shares are listed on the 
SIX Swiss Exchange (traded through 
its trading platform SWX Europe, 
formerly virt-x), on the New York 
Stock Exchange (NYSE) and on 
the Tokyo Stock Exchange (TSE).
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Contacts

Switchboards
For all general queries. Zurich +41-44-234 1111

London +44-20-7568 0000

New York +1-212-821 3000

Hong Kong +852-2971 8888

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

www.ubs.com/investors

Hotline +41-44-234 4100 UBS AG

New York +1-212-882 5734 Investor Relations

Fax (Zurich) +41-44-234 3415 P.O. Box

CH-8098 Zurich, Switzerland

sh-investorrelations@ubs.com

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 5857 mediarelations-ny@ubs.com

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

Shareholder Services
UBS Shareholder Services, a unit of the 
Company Secretary, is  responsible for  
the registration of the global registered 
shares.

Hotline +41-44-235 6202 UBS AG

Fax +41-44-235 3154 Shareholder Services

P.O. Box

CH-8098 Zurich, Switzerland

sh-shareholder-services@ubs.com

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

www.melloninvestor.com

Calls from the US +866-541 9689 BNY Mellon Shareowner Services

Calls outside the US +1-201-680 6578 480 Washington Boulevard

Fax +1-201-680 4675 Jersey City, NJ 07310, USA

sh-relations@melloninvestor.com
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Strategy and performance
–	 UBS	is	a	global	firm	providing	financial	services	to	private,	corporate	and	
	institutional	clients

–	 Its	strategy	is	to	concentrate	on	three	global	core	businesses	–	wealth	
	management,	asset	management	and	investment	banking	–	and	retail	
and	corporate	banking	services	in	Switzerland

UBS’s	strategic	priorities	

Client focus

UBS’s	purpose	is	to	serve	clients	and	give	them	confidence	
in	making	financial	decisions.	Whether	it	serves	individual,	
corporate	or	institutional	clients,	UBS	puts	their	success	and	
interests	first	and	strives	to	truly	understand	their	goals.	As	
client	needs	and	the	financial	services	industry	constantly	
evolve,	UBS	makes	a	systematic	effort	to	capture	client	
feedback,	identify	potential	for	improvement	and	adapt	its	
offerings	accordingly.

Profitable growth and earnings quality

UBS	shareholders	expect	the	firm	to	achieve	profitable	
growth.	Fulfilling	this	expectation	requires	UBS	to	establish	
sustainable	earning	streams	based	on	client	benefit.	
It	therefore	strives	to	build	a	strong	and	growing	client	
base	and	to	continuously	develop	its	unique	assets	and	
capabilities.	

Risk and capital management

Taking,	managing	and	controlling	risk	is	a	core	element	of	
UBS’s	business	activities.	UBS’s	aim	is	not,	therefore,	to	
eliminate	all	risks,	but	to	achieve	an	appropriate	balance	
between	risk	and	return.	Risk	reduction	and	capital	measures	
taken	in	2008	aimed	at	maintaining	UBS’s	capital	strength	
as	a	source	of	competitive	advantage.	Adapting	risk	expo-
sures	to	the	current	market	environment	and	managing	UBS’s	
balance	sheet	remain	strategic	priorities	for	the	firm.

Measures	taken	in	2008

In	August	2008,	UBS	launched	a	comprehensive	program	
to	help	the	firm	adjust	to	the	new	realities	in	the	financial	
industry.	It	aims	to	capitalize	on	the	strengths	inherent	in	
its	leading	client	franchises	across	its	business	divisions,	to	
further	grow	these	franchises,	and	to	address	certain	
weaknesses	in	its	business	model	that	had	become	
apparent	both	before	and	as	a	result	of	the	financial	crisis.

A significant reduction in risk exposures has been 
achieved during the year.	UBS	reduced	its	risk	positions	
very	significantly	during	the	year,	including	through	a	
transaction	with	the	Swiss	National	Bank.	UBS	also	took	
several	measures	to	strengthen	its	risk	organization.

The Investment Bank is in the process of reposition-
ing itself toward client-driven growth,	combined	
with	a	further	reduction	of	its	balance	sheet	and	risk	
positions.	

UBS has implemented new corporate governance 
guidelines, actively		reinforcing	a	clear	separation	of	the	
roles	and	responsibilities	of	the	Board	of		Directors	and	its	
committees,	from	those	of	the	Group	Executive	Board.

Senior management compensation has been re-
viewed.	In	November	2008,	UBS	announced	the	new	
compensation	model	that	is	directly	aligned	with	sustain-
able	value	creation	within	each	manager’s	area	of	respon
sibility,	and	incorporates	a	longer	performance	evaluation	
horizon.



11

St
ra

te
g

y,
 p

er
fo

rm
an

ce
 a

n
d

 r
es

p
o

n
si

b
ili

ty

UBS financial highlights

For the year ended % change from

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.07

Performance indicators from continuing operations

Diluted earnings per share (CHF) 1 (7.75) (2.61) 4.64 (197)

Return on equity attributable to UBS shareholders (%) 2 (59.1) (11.7) 23.9

Cost / income ratio (%) 3 753.0 111.0 70.5

Net new money (CHF billion) 4 (226.0) 140.6 151.7

Group results

Operating income 796 31,721 47,484 (97)

Operating expenses 28,555 35,463 33,365 (19)

Operating profit before tax (from continuing and discontinued operations) (27,560) (3,597) 15,007 (666)

Net profit attributable to UBS shareholders (21,292) (5,247) 11,527 (306)

Personnel (full-time equivalents) 5 77,783 83,560 78,140 (7)

Invested assets (CHF billion) 2,174 3,189 2,989 (32)

UBS balance sheet and capital management

Balance sheet key figures

Total assets 2,014,815 2,274,891 2,348,733 (11)

Equity attributable to UBS shareholders 32,531 36,875 51,037 (12)

Market capitalization 6 43,519 108,654 154,222 (60)

BIS capital ratios 7

Tier 1 (%) 11.0 9.1 8 12.2 8

Total BIS (%) 15.0 12.2 8 15.0 8

Risk-weighted assets 302,273 374,421 8 344,015 (19)

Long-term ratings

Fitch, London A+ AA AA+

Moody’s, New York Aa2 Aaa Aa2

Standard & Poor’s, New York A+ AA AA+

1 Refer to “Note 8 Earnings per share (EPS) and shares outstanding” in the financial statements of this report.  2 Net profit attribu table to UBS shareholders from continuing operations  / average eq-
uity attributable to UBS shareholders.  3 Operating expenses / operating income before credit loss expense or recovery.  4 Excludes interest and  dividend income.  5 Excludes personnel from private 
equity (part of the Corporate Center).  6 Refer to the ”UBS shares in 2008” section of this report for 2008 for further information.  7 Refer to the “Capital management” section of this report for 
further information.  8 The calculation prior to 2008 is based on the Basel I approach.

The	2008	results	and	the	balance	sheet	in	this	report	differ	from	those	presented	in	UBS’s	fourth	quarter	2008	report	is-
sued	on	10	February	2009	due	to:	(1)	the	settlement	agreements	with	the	US	Department	of	Justice	and	Securities	and	
Exchange	Commission	related	to	the	US	crossborder	case,	as	described	in	the	“Settlement	regarding	the	US	crossborder	
case”	sidebar	in	the	“Wealth	Management	International	&	Switzerland”	section	of	this	report;	(2)	the	determination	by	
the	Swiss	National	Bank	(SNB)	of	the	30	September	2008	valuation	of	approximately	USD	7.8	billion	of	securities	not	yet	
transferred	by	UBS	to	the	SNB	StabFund,	as	described	in	the	“Transaction	with	the	Swiss	National	Bank”	sidebar	in	the	
“Strategy	and	structure”	section	of	this	report;	and	(3)	restatements	to	correct	identified	accounting	errors	related	to	the	
2008	financial	statements	as	described	in	the	“Accounting	changes”	section	of	this	report.	The	total	impact	of	the	above	
items	on	net	profit	after	tax	was	negative	CHF	1,595	million.
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Strategy,	performance	and	responsibility 
Strategy	and	structure

UBS strategy and business model

UBS	 has	 crafted	 its	 business	 strategy	 to	 benefit	 from	 one	
underlying	global	trend:	the	growth	of	wealth.	Despite	the	
current	financial	crisis,	 the	firm	believes	that	over	the	 long	
term	wealth	creation	will	continue	to	be	a	prominent	charac-
teristic	of	the	world	economy.	UBS’s	three	core	businesses	of	
wealth	 management,	 asset	 management	 and	 investment	
banking	are	geared	to	take	advantage	of	this	trend.
Organizationally,	UBS	has	operated	throughout	2008	as	a	

Group	with	three	business	divisions:	Global	Wealth	Manage-
ment	&	 Business	 Banking,	Global	Asset	Management	 and	
the	Investment	Bank.	As	announced	on	10	February	2009,	
Global	Wealth	Management	&	Business	Banking	has	been	
divided	into	two	business	divisions:	Wealth	Management	&	
Swiss	Bank	and	Wealth	Management	Americas.	Each	busi-
ness	division	is	accountable	for	its	own	results,	but	cooper-
ates	 to	provide	a	broad	palette	of	 crossbusiness	 solutions	
for	clients.	UBS	considers	the	breadth	and	depth	of	its	offer-
ing	to	be	one	of	its	main	strengths,	and	a	key	to	its	ability	to	
create	value	for	clients	and	shareholders.

Wealth	Management	&	Swiss	Bank
UBS’s	wealth	management	business	caters	to	high	net	worth	
and	 affluent	 individuals	 around	 the	 world	 (except	 those	
served	by	Wealth	Management	Americas)	whether	they	are	
investing	internationally	or	in	their	home	country.	UBS	offers	
these		clients	a	complete	range	of	tailored	advice	and	invest-
ment	services.	 Its	Swiss	Bank	business	provides	a	complete	
set	 of	 banking	 services	 for	 Swiss	 individual	 and	 corporate	
clients.

Wealth	Management	Americas
Wealth	Management	Americas	offers	sophisticated	products	
and	 services	 specifically	 designed	 to	 address	 the	 needs	 of	
high	net	worth	and	affluent	 individuals.	 It	 includes	Wealth	
Management	US,	domestic	Canada,	domestic	Brazil	and	the	
international	business	booked	in	the	United	States.

Global	Asset	Management
As	a	worldwide	asset	manager,	UBS	offers	innovative	invest-
ment	management	 solutions	 in	 nearly	 every	 asset	 class	 to	

private,	corporate	and	institutional	clients,	as	well	as	through	
financial	 intermediaries.	 Investment	capabilities	include	tra-
ditional	assets	(for	instance	equities,	fixed	income	and	asset	
allocation),	alternative	and	quantitative	 investments	 (multi
manager	funds,	funds	of	hedge	funds	and	hedge	funds)	and	
real	estate.

Investment	Bank
In	 the	 investment	 banking	 and	 securities	 businesses,	 UBS	
provides	 securities	products	 and	 research	 in	 equities,	 fixed	
income,	rates,	foreign	exchange	and	metals.	It	also	provides	
advisory	services	as	well	as	access	to	the	world’s	capital	mar-
kets	for	corporate,	institutional,	intermediary	and	alternative	
asset	management	clients.

➔	Refer to the “Reporting structure” and “UBS business 

divisions and Corporate Center” sections of this report  

for more information on UBS’s business divisions and  

the Corporate Center

UBS competitive profile

UBS’s	 current	 business	mix	 is	 a	 result	 of	many	decades	 of	
development,	 internal	 growth	 initiatives	 and	 acquisitions.	
Since	1998,	UBS	has	progressively	divested	noncore	busi-
nesses	and	participations,	and	 invested	 in	growing	 its	core	
businesses	and	creating	a	balanced	reach	worldwide.
UBS	is	now	a	leading	global	wealth	manager:	it	is	a	mar-

ket	leader	(by	client	assets)	in	both	Europe	and	Asia	Pacific,	
in	sixth	position	in	the	US	and	one	of	the	only	firms	of	glob-
al	scale	focusing	on	wealth	management	as	a	core	business.	
In	2008,	UBS	was	among	the	top	five	firms	globally	in	merg-
ers	and	acquisitions	based	on	deal	volume.	The	asset	man-
agement	business	is	one	of	the	leading	active	asset	manag-
ers	globally	and	one	of	the	largest	mutual	fund	managers	in	
Europe	based	on	assets	under	management.
In	Switzerland,	UBS	is	the	leading	firm	for	retail	and	com-

mercial	banking.	 It	 serves	around	2.5	million	 individual	cli-
ents	and	133,500	corporations,	institutional	investors,	public	
entities	and	foundations,	collectively.	The	bank	has	chosen	
to	 limit	 its	 retail	 and	 commercial	 banking	 business	 to	 the	
Swiss	market,	concentrating	on	domestic	opportunities	and	
growing	selected	market	segments.

UBS is a global firm providing financial services to private, corporate and institutional clients. Its strategy is 
to concentrate on three global core businesses – wealth management, asset management and investment 
banking – and to provide retail and corporate banking services in Switzerland. By delivering valuable advice, 
products and services to its clients, the firm aims to generate sustainable earnings and create value for its 
shareholders.

Strategy and structure
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UBS corporate governance

As	mandated	by	Swiss	banking	law,	UBS	operates	under	a	
strict	dual	board	structure	comprising	the	Board	of	Directors	
(BoD)	and	the	Group	Executive	Board	(GEB).
The	 BoD	 is	 UBS’s	 most	 senior	 body	 and	 is	 ultimately	

	responsible	for	the	firm’s	strategy	and	the	supervision	of	its	
executive	management.	 The	 BoD	 sets	 the	mid	 and	 long
term	 strategic	 direction	 of	 the	 Group,	 is	 responsible	 for	
	appointments	and	dismissals	at	top	management	levels	and	
for	defining	the	firm’s	risk	principles	and	risk	capacity.	A	clear	
majority	 of	 its	members	 are	 nonexecutive	 and	 fully	 inde
pendent.
The	management	of	the	business	is	delegated	by	the	BoD	

to	the	GEB.	Under	the	auspices	of	the	Group	CEO,	the	GEB	
has	executive	management	responsibility	for	the	Group	and	
its	 businesses.	 It	 assumes	 overall	 responsibility	 for	 the	 de
velopment	 and	 the	 implementation	 of	 the	 Group’s	 and	
the	business	divisions’	strategies	and	for	the	exploitation	of	
synergies	across	the	firm.
The	Executive	Committee	(EC)	consists	of	the	Group	Chief	

Executive	Officer	 (CEO),	 the	Group	Chief	 Financial	 Officer	
(CFO),	 the	Group	Chief	 Risk	Officer	 (CRO)	 and	 the	Group	
General	Counsel,	and	is	responsible	for	the	allocation	of	the	
Group’s	financial	 resources	to	the	business	divisions.	These	
resources	 include	 capital,	 funding,	 and	 risk	 capacity	 and	
	parameters	within	the	limits	set	by	the	BoD.

➔	Refer to the “Corporate governance” section of this 

report for more information

UBS’s strategic priorities

Client	focus
UBS’s	purpose	is	to	serve	clients	and	give	them	confidence	in	
making	financial	decisions.	Whether	it	serves	individual,	cor-
porate	or	institutional	clients,	UBS	puts	their	success	and	in-
terests	 first	 and	 strives	 to	 truly	 understand	 their	 goals.	As	
client	 needs	 and	 the	 financial	 services	 industry	 constantly	
evolve,	UBS	makes	a	systematic	effort	to	capture	client	feed-
back,	identify	potential	for	improvement	and	adapt	its	offer-
ings	accordingly.

Profitable	growth	and	earnings	quality
UBS	shareholders	expect	the	firm	to	achieve	profitable	growth.	
Fulfilling	this	expectation	requires	UBS	to	establish	sustainable	
earning	streams	based	on	client	benefit.	It	therefore	strives	to	

build	a	strong	and	growing	client	base	and	to	continuously	
develop	its	unique	assets	and		capabilities.
In	order	to	fulfill	these	requirements,	UBS	needs	to	ensure	

that	it	efficiently	manages	its	financial	resources.	By	making	
continuous	efficiency	improvements	–	that	is,	by	looking	for	
ways	to	achieve	the	same	or	a	better	result	or	service	with	
fewer	resources	–	UBS	strives	both	to	manage	costs	in	a	dis-
ciplined	manner	 and	 to	 optimize	 its	 spending	 across	 eco-
nomic	and	business	cycles.

Risk	and	capital	management
Taking,	 managing	 and	 controlling	 risk	 is	 a	 core	 element	
of	UBS’s	business	 activities.	UBS’s	 aim	 is	not,	 therefore,	 to	
eliminate	 all	 risks,	 but	 to	 achieve	 an	 appropriate	 balance	
	between	risk	and	return.	Risk	reduction	and	capital	measures	
taken	in	2008	aimed	at	maintaining	UBS’s	capital	strength	as	
a	source	of	competitive	advantage.	Adapting	risk	exposures	
to	 the	 current	 market	 environment	 and	 managing	 UBS’s	
	balance	sheet	remain	strategic	priorities	for	the	firm.

➔	Refer to the “Risk and treasury management” section  

of this report for more information on risk and capital 

management

Business	divisions’	franchises
UBS	 continues	 to	 develop	 the	 platform	 and	 reach	 of	 the	
business	divisions	known	since	10	February	2009	as	Wealth 
Management & Swiss Bank	 and	 Wealth Management 
 Americas.	This	includes	the	expansion	of	its	global	presence	
in	international	wealth	management	growth	markets.	UBS’s	
leading	position	 in	Switzerland,	both	as	a	wealth	manager	
and	as	the	largest	retail	bank,	will	remain	a	cornerstone	of	
UBS’s	strategy	and	a	source	of	sustainable	profit	growth.
UBS	also	continues	to	develop	the	platform	and	reach	of	

its	Global Asset Management	business	division.	This	includes	
focusing	on	developing	innovative	products	and	managing	
toward	sustainable	investment	performance.
The	 Investment Bank	 is	 in	 the	 process	 of	 repositioning	

	itself	toward	clientdriven	growth,	combined	with	a	further	
reduction	 of	 its	 balance	 sheet	 and	 risk	 positions.	 This	 will	
	allow	the	Investment	Bank	to	build	on	its	global	coverage	and	
distribution	capability	and	to	ensure	maximum	accountability	
for	 the	creation	of	shareholder	value.	This	 repositioning	 in-
cludes	the	downsizing	or	exiting	of	certain	businesses.

➔	Refer to the “UBS business divisions and Corporate Center” 

section of this report for more information on  

UBS’s business divisions and the Corporate Center
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Measures taken

In	August	2008,	UBS	launched	a	comprehensive	program	to	
reengineer	its	businesses	and	to	adjust	to	the	new	realities	
in	the	financial	industry.	It	aims	to	capitalize	on	the	strengths	
inherent	 in	 its	 leading	 client	 franchises	 across	 its	 business	
divisions,	 to	 further	grow	these	 franchises,	and	 to	address	
certain	weaknesses	 in	 its	business	model	that	had	become	
apparent	both	before	and	as	a	result	of	the	financial	crisis.

Executive	governance
Controls	have	been	improved	and	accountability	and	trans-
parency	increased	at	the	level	of	top	management.	One	re-
sult	has	been	the	creation	of	an	Executive	Committee	to	al-
locate	and	continuously	monitor	the	use	of	capital	and	risk	
in	each	of	the	business	divisions.	Other	wideranging	chang-
es	to	the	Group’s	governance	have	been	proposed	and	im-
plemented.	Refer	to	the	“Corporate	governance”	section	of	
this	report	for	more	information	on	corporate	governance.

Liquidity	and	funding	framework
The	 business	 divisions	 have	 been	 incentivized	 to	 manage	
their	balance	sheets	with	greater	autonomy	and	responsibil-
ity.	A	new	liquidity	and	funding	concept	has	been	approved	
and	is	being	implemented.	Refer	to	the	“Liquidity	and	fund-
ing	management”	section	of	this	report	for	more	informa-
tion	on	liquidity	and	funding.

Senior	management	compensation
Senior	management	 compensation	 is	 now	 aligned	 to	 sus-
tainable	 value	 creation	 within	 each	manager’s	 area	 of	 re-
sponsibility	 and	 a	 longer	 performance	 evaluation	 horizon	
has	been	introduced.	UBS	announced	a	new	compensation	
model	 for	 senior	 executives	 in	 November	 2008	 (effective	
1	 January	 2009).	 Refer	 to	 the	“Compensation,	 sharehold-
ings	and	loans”	section	of	this	report	for	more	information	
on	senior	management	compensation.

Transformation	of	UBS’s	wealth	management	business
As	announced	on	10	February	2009,	Global	Wealth	Manage
ment	&	 Business	 Banking	 has	 been	 divided	 into	 two	 new	
business	divisions:	Wealth	Management	&	Swiss	Bank	and	
Wealth	Management	Americas.
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Key	performance	indicators:	2009	and	beyond

UBS	uses	key	performance	indicators	
(KPIs)	to	monitor	the	firm’s	perfor-
mance	and	the	delivery	of	returns	to	
shareholders.	Until	the	end	of	2008,	
UBS	focused	on	four	KPIs	at	the	Group	
level,	as	described	in	the	discussion	of	
performance	measures	in	the	“Mea-
surement	and	analysis	of	perfor-
mance”	section	of	this	report.	In	
response	to	the	changing	market	
environment,	UBS	conducted	a	
detailed	review	of	its	KPI	framework	in	
2008.	The	objective	of	this	review	was	
to	adjust	these	indicators	–	which	are	
used	by	the	firm	to	evaluate	its	
economic	performance	as	a	whole	and	
the	contribution	of	individual	employ-

ees	to	that	performance	–	to	more	
closely	reflect	the	firm’s	strategic	
priorities.
This	review	focused	on	the	identifica-
tion	of	the	key	drivers	of	total	
shareholder	return	(TSR)	–	defined	as	
the	change	in	the	share	price	and	any	
dividend	yield	–	which	represents	the	
ultimate	measure	of	performance	for	
UBS	shareholders.	However,	several	
factors	driving	TSR	cannot	be	directly	
influenced	by	UBS	management,	
such	as	valuation	multiples	and	
shortterm	market	trends.	Therefore,	
on	a	daytoday	basis,	UBS	manage-
ment	measures	performance	in	the	
form	of	profitability	after	the	cost	of	

equity	or	economic	profit.	Conse-
quently,	the	KPI	framework	has	been	
designed	to	explicitly	incorporate	the	
drivers	of	economic	profit	at	the	
Group	and	business	division	level.
UBS	manages	its	businesses	based	on	
its	KPI	framework,	which	is	used	for	
internal	performance	measurement	
to	ensure	management	accountability	
and	consistency.	Both	Group	and	
business	division	KPIs	are	used	to	
determine	variable	compensation	of	
executives	and	staff.
The	Group	and	business	division	KPIs	
shown	in	the	table	below	will	be	
disclosed	beginning	in	first	quarter	
2009	and	going	forward.

Key performance indicators

Group
Wealth Management &  
Swiss Bank

Wealth Management 
Americas Investment Bank Global Asset Management

Net profit growth Pre-tax profit growth Pre-tax profit growth Pre-tax profit growth Pre-tax profit growth

Cost / income ratio Cost / income ratio Cost / income ratio Cost / income ratio Cost / income ratio

Gross margin (RoIA) 1 Gross margin (RoIA) Gross margin (RoIA)

Return on equity (RoE) Return on attributed equity

Return on assets, gross Return on assets, gross

Return on risk-weighted assets, gross

FINMA leverage ratio 2

Impaired lending portfolio 3 Value at Risk 4

Tier 1 ratio

Net new money rate Net new money rate Net new money rate Net new money rate

Economic profit

1 For International clients segment only. RoIA: return on invested assets.  2 FINMA: Swiss Financial Market Supervisory Authority.  3 Impaired lending portfolio as a % of total lending portfolio. For 
Swiss clients segment only.  4 Regulatory VaR. 
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Risk management in 2008

UBS	entered	2008	with	significant	legacy	risk	positions	which	
exceeded	the	firm’s	risk	bearing	capacity.	While	UBS	incurred	
substantial	writedowns	on	 its	 risk	 positions,	 it	 pursued	 an	
active	risk	reduction	program	through	sales	in	2008.	Signifi-
cant	transactions	included	the	sale	in	May	of	US	residential	
mortgagebacked	 securities	 to	 a	 fund	managed	 by	 Black-
Rock	 for	 proceeds	 of	 USD	 15	 billion	 and	 the	 agreement	
reached	in	October	with	the	Swiss	National	Bank	(SNB)	(see	
details	below).

UBS	identified	significant	weaknesses	in	its	risk	manage-
ment	 and	 control	 organization.	 In	 order	 to	 address	 these	
weaknesses,	UBS	 launched	an	 extensive	 remediation	plan,	
which	included	the	overhaul	of	 its	risk	governance,	signifi-
cant	changes	to	risk	management	and	control	personnel,	as	
well	as	improvements	in	risk	capture,	risk	representation	and	
risk	monitoring.	Implementation	of	this	plan	is	ongoing	and	
remains	a	high	priority	for	UBS.

Transaction	with	the	Swiss	National	Bank

As	announced	on	16	October	2008,	
the	Swiss	National	Bank	(SNB)	and	
UBS	reached	an	agreement	to	transfer	
illiquid	securities	and	other	positions	
from	UBS’s	balance	sheet	to	a	fund	
owned	and	controlled	by	the	SNB.	
From	the	originally	agreed	USD	60	
billion,	the	trans	action	size	has	been	
reduced	to	USD	38.6	billion	(including	
the	effect	of	price	adjustments	so	far	
totaling	USD	0.7	billion).	
With	this	transaction,	UBS	caps	future	
potential	losses	from	these	assets,	
reduces	its	riskweighted	assets,	
materially	derisks	its	balance	sheet	
and	is	no	longer	exposed	to	the	
funding	risk	of	the	assets	to	be	
transferred.

Transaction	structure
The	SNB	will	finance	the	fund	with	a	
loan	in	the	amount	of	90%	of	the	
purchase	price	to	be	paid	by	the	fund,	
secured	by	the	assets	of	the	fund.	
10%	of	the	purchase	price	will	be	
financed	through	an	equity	contri
bution	by	the	SNB.	The	loan	will	be	
nonrecourse	to	UBS	and	will	be	priced	
at	LIBOR	plus	250	basis	points.	The	
fund	and	loan	facility	will	terminate	in	
eight	years,	but	the	termination	date	
may	be	extended	to	10	or	12	years.	
The	cash	flow	from	the	assets,	
including	interest,	rental	income,	
principal	repayments	and	proceeds	
from	asset	sales	(net	of	expenses	
and	working	capital	requirements),	

will	be	applied	to	service	the	loan	until	
full	repayment.
At	the	closing	of	each	asset	transfer,	
UBS	will	purchase,	for	an	amount	
equal	to	the	SNB’s	equity	contribution	
on	that	date,	an	option	to	acquire	the	
fund’s	equity	once	the	loan	has	been	
fully	repaid.	The	option	exercise	price	
will	be	USD	1	billion	plus	50%	of	the	
amount	by	which	the	equity	value	
exceeds	USD	1	billion	at	the	time	of	
exercise.	This	option	will	be	carried	on	
UBS’s	balance	sheet	at	its	fair	value.
In	the	event	of	a	change	of	control	of	
UBS,	the	SNB	will	have	the	right	but	
not	the	obligation	to	require	UBS	to	
purchase	the	outstanding	loans	at	par	
plus	accrued	interest	and	to	purchase	
the	fund	equity	at	50%	of	its	value	at	
the	time.
If,	upon	the	fund’s	termination,	the	
SNB	incurs	a	loss	on	the	loan	it	has	
made	to	the	fund,	the	SNB	will	be	
entitled	to	receive	100	million	UBS	
ordinary	shares	against	payment	of	the	
par	value	of	those	shares	(currently	
CHF	0.10	per	share).

Governance
In	fourth	quarter	2008,	the	fund	was	
established	under	the	name	SNB	
StabFund	as	a	Swiss	limited	partnership	
for	collective	investments.	Its	objective	
is	to	manage	the	acquired	positions	
based	on	fundamental	value	consider-
ations.	The	SNB	StabFund	is	owned	by	
a	general	partner	and	a	limited	partner,	

both	of	which	are	wholly	owned	by	the	
SNB.	The	general	partner	has	a	board	
of	directors	with	five	members,	of	
which	three	are	designated	by	the	SNB	
and	two	by	UBS.
UBS	acts	as	the	investment	manager	
of	the	SNB	StabFund,	subject	to	the	
oversight	of	the	board	of	directors	
of	the	general	partner	which	must	
approve	certain	types	of	decisions.	The	
board	also	retains	the	right	to	remove	
UBS	as	the	investment	manager	of	the	
SNB	StabFund.

Portfolio	composition	and	size
The	overall	portfolio	valuation	of	
positions	already	transferred	or	still	
expected	to	be	transferred	to	the	
SNB	StabFund	is	USD	38.6	billion,	as	
shown	in	the	table	opposite,	subject	
to	any	further	pricing	adjustments.
The	SNB	StabFund	acquired	a	first	
tranche	of	2,042	securities	positions	
from	UBS	on	16	December	2008	for	
USD	16.4	billion.	The	remaining	
positions	identified	for	sale	to	the	fund	
are	planned	to	be	transferred	in	
March	2009	in	one	or	more	additional	
transfers.
The	purchase	price	for	the	securities	
transferred	to	the	fund	on	16	December	
2008	was	the	value	of	these	securities	
as	of	30	September	2008	as	determined	
by	the	SNB	based	on	a		valuation	
conducted	by	thirdparty	valuation	
experts.	On	the	same	basis,	the	SNB	has	
since	determined	the	purchase	price	to	
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Positions affected by the transfer to the Swiss National Bank StabFund

Valuation as of 30 September 2008

USD billion Priced Not yet priced Total

US sub-prime 4.0 1.6 5.6

US Alt-A 1.5 0.8 2.4

US prime 1.2 0.7 1.9

US reference-linked note program 5.8 0.0 5.8

Commercial real estate 3.4 2.3 5.7

Student loan-backed securities 0.5 0.0 0.5

Other positions 8.5 9.0 17.5

Price difference (0.7) 1 (0.7)

Total 24.2 14.4 38.6
1 To be determined.

Transaction	with	the	Swiss	National	Bank

be	paid	for	a	further	USD	7.8	billion	in	
securities	and	other	positions	that	have	
not	yet	been	transferred	to	the	fund.	So	
far,	the	determined	purchase	prices	for	
securities	and	other	positions	transferred	
to	or	to	be	transferred	to	the	fund	were,	
in	the	aggregate,	USD	0.7	billion	lower	
than	the	value	UBS	assigned	to	these	
positions	on	30	September	2008.	All	of	
this	difference	is	accounted	for	in	UBS’s	
results	for	2008.	Purchase	prices	have	
not	yet	been	determined	for	the	other	
positions	not	yet	transferred	to	the	
fund,	valued	at	USD	14.4	billion	by	UBS	
on	30	September	2008.	Any	difference	
between	the	purchase	prices	to	be	
determined	by	the	SNB	and	the	value	
UBS	assigned	to	these	positions	will	
affect	UBS’s	results	in	first	quarter	2009.

Issuance	of	MCNs	to	the	 
Swiss	Confederation
In	connection	with	the	transaction	
with	the	SNB,	UBS	raised	CHF	6	bil 
lion	of	new	capital	in	the	form	of	
mandatory	convertible	notes	(MCNs)	
convertible	into	UBS	registered	
shares.	These	were	placed	with	the	
Swiss	Confederation	and	issued	on	
9	December	2008.	Refer	to	the	
“Capital	management”	section	of	
this	report	and	“Note	26	Capital	
increases	and	mandatory	convertible	
notes”	in	the	financial	statements	
of	this	report	for	more	information.

Implications	for	UBS’s	2008	
	income	statement
The	overall	impact	on	UBS’s	2008	
income	statement	of	the	SNB	
trans	action	and	the	placement	of	the	
mandatory	convertible	notes	(MCNs)	
with	the	Swiss	Confederation	was	
a	net	charge	of	CHF	4.5	billion.	 
This	reflects	a	net	loss	arising	from	
the	acquisition	of	the	equity	pur-
chase	option,	the	loss	referred	to	
above	arising	from	valuation	
differences	determined	to	date	on	

securities	sold	or	to	be	sold	to	the	
SNB	StabFund,	losses	on	hedges	that	
were	subject	to	trading	restrictions	
as	a	result	of	the	SNB	transaction,	
and	the	impact	of	the	contingent	
issuance	of	UBS	shares	in	connection	
with	the	transaction.	The	fair	
valuation	impact	of	the	issuance	of	
the	MCNs,	as	described	in	“Note	26	
Capital	increases	and	mandatory	
convertible	notes”	in	the	financial	
statements	of	this	report,	is	also	
included	in	this	total.
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The	making	of	UBS

The making of UBS

All	the	firms	that	have	come	to	make	up	today’s	UBS	look	
back	on	a	long	and	diverse	history.	Both	the	two	Swiss	pre-
decessor	banks	and	PaineWebber	Group	Inc.	(PaineWebber)	
came	into	being	in	the	second	half	of	the	19th	century,	while	
S.G.	Warburg’s	 roots	 go	 back	 to	 1934.	 But	 it	 was	 in	 the	
1990s	when	UBS’s	current	identity	began	to	form.
In	 the	 early	 1990s,	 the	 two	 Swiss	 banks	 that	 came	 to	

form	 the	 current	 UBS,	 Swiss	 Bank	 Corporation	 (SBC)	 and	
Union	Bank	of	Switzerland,	were	commercial	banks	operat-
ing	mainly	out	of	Switzerland.	The	two	banks	shared	a	simi-
lar	vision:	to	become	a	world	leader	in	wealth	management	
and	a	global	bulgebracket	 investment	bank	with	a	strong	
position	 in	 global	 asset	management,	while	 remaining	 an	
important	commercial	and	retail	bank	in	Switzerland.
Union	Bank	of	Switzerland,	the	largest	and	bestcapital-

ized	Swiss	bank	of	 its	 time,	opted	 to	pursue	a	 strategy	of	
organic	growth,	or	expansion	by	internal	means.	In	contrast,	
SBC,	then	the	thirdlargest	Swiss	bank,	decided	to	take	an-
other	route	by	starting	a	joint	venture	with	O’Connor,	a	lead-
ing	 US	 derivatives	 firm	 that	 was	 fully	 acquired	 by	 SBC	 in	
1992.	O’Connor	was	noted	for	its	young,	dynamic	and	in-
novative	 culture,	 meritocracy	 and	 its	 team	 orientation.	 It	
brought	 stateoftheart	 risk	 management	 and	 derivatives	
technology	to	SBC.	In	1994,	SBC	acquired	Brinson	Partners,	
one	of	the	leading	USbased	institutional	asset	management	
firms.	 Both	 the	 O’Connor	 and	 Brinson	 deals	 represented	
fundamental	steps	in	the	development	of	the	firm.

The	next	major	move	was	 in	1995,	when	SBC	acquired	
S.G.	Warburg,	the	British	merchant	bank.	The	deal	helped	to	
fill	SBC’s	strategic	gaps	in	corporate	finance,	brokerage	and	
research	and,	most	 importantly,	brought	with	 it	an	 institu-
tional	client	franchise,	which	is	still	crucial	to	today’s	equities	
business.
The	1998	merger	of	Swiss	Bank	Corporation	and	Union	

Bank	 of	 Switzerland	 brought	 together	 these	 two	 leading	
Swiss	financial	institutions,	creating	a	leading	global	wealth	
manager	and	improving	the	new	firm’s	chances	of	becoming	
a	global	bulge	bracket	investment	bank	and	a	leading	global	
institutional	asset	manager.
Still,	 in	order	 to	become	a	 truly	global	player	 in	 invest-

ment	banking	and	wealth	management,	UBS	needed	to	es-
tablish	a	significant	presence	in	the	key	US	market.	UBS	ad-
vanced	towards	this	objective	when	it	acquired	PaineWebber	
in	2000.
Since	the	acquisition	of	PaineWebber,	UBS’s	main	priority	

has	been	to	develop	and	grow	organically.	Smaller	acquisi-
tions	have	helped	to	accelerate	and	complement	the	firm’s	
growth.	 In	2006,	 for	 instance,	UBS	enhanced	 its	presence	
in	Brazil	and	Latin	America	by	acquiring	Brazil’s	largest	inde-
pendent	 investment	 bank	 and	 asset	manager,	 Banco	 Pac
tual.	 Today,	UBS	has	 significant	 scale	 in	 its	 areas	of	 focus,	
with	strong	positions	in	large,	mature	markets	as	well	as	a	
growing	presence	in	emerging	markets.

➔	Refer to www.ubs.com/history for more information
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Strategy,	performance	and	responsibility 
Current	market	climate	and	industry	drivers

0

50

100

150

200

Market capitalization of the components of the Dow Jones Banks Titans 30 Index, 2008 versus 2007¹
USD billion

 UBS

200

150

100

  50

    0 1SS012_e

31.12.0831.12.07

1 Source: Bloomberg. Components of the Dow Jones Banks Titans 30 Index as of 28 February 2009.

Market crisis and economic downturn

2008	was	one	of	the	most	difficult	years	ever	for	the	finan-
cial	services	industry.	As	the	crisis	deepened	over	the	course	
of	the	year,	the	problems	in	the	financial		industry	spread	to	
other	parts	of	the	world	economy.	A		precipitous	drop	in	pric-
es	across	most	main	asset	classes,	coupled	with	deleverag-
ing,	 resulted	 in	 poorly	 functioning	 lending	markets	 and	 a	
lack	of	interbank	liquidity.	Banks	were	forced	to	recapitalize,	
sometimes	with	 the	help	of	 governments.	Hopes	 that	 the	
crisis	might	be	shortlived	were	dashed	after	 the	failure	of	
one	of	 the	major	US	 investment	 banks	 in	midSeptember,	
which	resulted	in	very	severe	liquidity	issues	for	many	finan-
cial	institutions.	Banks	experienced	a	scarcity	of	equity,		credit	
supply	further	contracted	and	numerous	countries	fell	 into	
recession.
Recessions	characterized	by	a	simultaneous	fall	 in	prices	

across	asset	 classes,	an	 increase	 in	consumer	 savings	 rates	
and	contractions	 in	 lending	caused	by	a	 shortage	of	bank	
capital	 are	 very	 rare,	 and	 have	 always	 been	 severe.	 There	
have	in	fact	only	been	four	recorded	instances	of	such	reces-
sions	in	the	past	century:	the	“bankers’	panic”	in	1907,	the	
“great	depression”	in	1929–39,	the	Swedish	economic	crisis	
in	1992,	and	most	recently	the	“lost	decade”	in	Japan	from	
1990–2000.
Changes	in	consumer	demand	drive	capital	expenditures	

by	companies	and	consequently	affect	capital	goods	indus-

tries,	sometimes	very	rapidly.	Even	countries	which	have	not	
experienced	 high	 leverage	 growth	 and	 significant	 asset	
price	increases	have	been	affected	as	investment	spending	
and		exports	dropped.	In	particular,	countries	which	relied	on	
	foreign	capital	inflows	(either	to	the	government	or	to	the	
private	sector)	are	at	risk	of	seeing	foreign	investment	and	
exports	 fall,	 which	 could	 in	 turn	 hurt	 the	 value	 of	 their	
	currency.
There	were	radical	changes	to	monetary	and	fiscal	policy	

during	2008.	Government	borrowing	and	spending	(through	
“stimulus	packages”,	transfer	payments,	loans,	guarantees	
and	purchases	 of	 bank	 capital)	 increased	dramatically	 and	
led	to	higher	deficits.	Central	bank	balance	sheets	expand-
ed,	both	as	a	result	of	traditional	central	bank	activity	and	
through	unconventional	measures	such	as	the	purchase	of	
distressed	 assets	 from	 financial	 institutions	 (for	 example,	
mortgage	backed	securities).	Interest	rates	have	fallen	to	his-
torically	low	levels	in	most	countries	as	central	banks	attempt	
to	support	private	and	corporate	spending.

Macro economic perspectives

The	 macro	 economic	 outlook	 for	 2009	 is	 not	 positive.	 A	
modest	recovery	can	be	expected	only	if	the	measures	taken	
by	governments	and	central	banks	prove	to	be	both	effective	
and	efficient.	Few	observers	expect	the	financial	services	in-
dustry	to	rebound	quickly	from	this	crisis.

Current market climate and industry drivers

The current crisis and its aftermath will have profound implications for the financial services industry and 
the world economy.



St
ra

te
g

y,
 p

er
fo

rm
an

ce
 a

n
d

 r
es

p
o

n
si

b
ili

ty

21

Stock market indices development
In % (USD)

 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08

180

140

   

100

  60

   

  20
MSCI World Dow Jones Euro STOXX BanksS&P 500

Source: Bloomberg

Dow Jones Banks Titans 30 Index

Industry drivers

A	number	of	drivers	are	expected	to	have	a	significant	im-
pact	on	banks’	earnings	and	 the	 structure	of	 the	financial	
services	industry	in	the	short	to	medium	term.	The	most	rel-
evant	factors	are	described	below.

Deleveraging
The	 current	 downturn	 is	 different	 from	previous	 ones	 not	
only	in	terms	of	its	severity	and	wide	geographical	reach,	but	
also	 in	 terms	 of	 the	 deleveraging	 process	 that	 lies	 at	 its	
heart.	 Deleveraging	 is	 the	 process	 through	which	 house-
holds,	companies	and	the	banks	that	intermediate	between	
them	simultaneously	attempt	to	sell	real	and	financial	assets	
to	pay	back	their	debts.	This	unleashes	two	strong	deflation-
ary	forces.
First,	there	is	a	reduction	and	restructuring	of	banks’	bal-

ance	sheets,	which	may	affect	their	capacity	to	lend	money.	
Such	a	restructuring	is	already	well	under	way,	having	start-
ed	in	2007	when	banks	began	recording	losses	on	their	asset	
portfolios,	disposing	of	assets	and	raising	capital.	This	trend	
gathered	pace	in	the	course	of	2008	and	has	continued	in	
the	early	part	of	2009	as	several	banks	disclosed	more	losses	
and	raised	further	capital.
Second,	household	and	corporate	balance	sheets	are	also	

in	 effect	 being	 restructured	 and	 reduced,	 depressing	 con-
sumer	and	capital	spending	and	appetite	for	risk.	This	pro-
cess	has	 just	 started	and	may	 last	 several	 years,	as	house-
holds	address	the	need	to	permanently	increase	their	savings.	
It	may	be	particularly	long	and	painful	in	countries	with	his-
torically	low	savings	rates,	such	as	the	US.
While	debt	levels	are	lower	among	nonfinancial	corpora-

tions	than	in	previous	recessions,	these	companies	will	also	
have	to	restructure	their	balance	sheets	as	they	face	falling	
demand	 for	 their	 products	 and	 services,	 and	 funding	 be-
comes	increasingly	scarce	and	more	expensive.
The	process	of	deleveraging	is	expected	to	have,	on	bal-

ance,	a	negative	impact	on	banks’	earnings.	While	increased	

savings	 can	 provide	 opportunities	 for	 certain	 banks,	 risk	
aversion	and	the	downward	pressure	it	exerts	on	asset	prices	
tend	to	reinforce	each	other.

Government	intervention	and	reregulation
The	financial	crisis	has	sparked	heavy	public	intervention	in	
the	global	financial	system.	State	intervention	packages	have	
included	a	mix	of	capital	injections	by	governments,	public	
guarantees	for	selected	bank	liabilities	such	as	deposits	and	
commercial	paper,	and	maximum	loss	guarantees	for	illiquid	
assets	held	in	banks’	balance	sheets.	Governments	have	in-
creasingly	 attached	 conditions	 to	 the	measures	 they	 have	
taken,	providing	them	the	opportunity	to	at	least	temporar-
ily	influence	the	business	activities	of	certain	banks.
At	the	same	time,	the	financial	industry	and	its	regulators	

are	 analyzing	 the	 lessons	 learned	 and	 implementing	mea-
sures	 to	 adjust	 their	 business	 practices	 and	 the	 regulatory	
framework.	This	will	fundamentally	impact	and	likely	trans-
form	the	industry.	While	many	details	of	the	regulatory	re-
sponse	to	the	financial	crisis	are	still	to	be	worked	out,	new	
regulation	will	likely	focus	on	ways	of	mitigating	the	nega-
tive	effects	of	the	business	cycle	through	regulatory	policy,	as	
well	as	on	measures	to	increase	the	transparency	of	financial	
markets	 and	 to	 strengthen	 their	 resilience.	 Regulators	 are	
also	likely	to	try	to	better	identify	and	address	systemic	risks,	
for	example	by	adapting	regulatory	requirements	to	the	size	
and	profile	of	certain	financial	institutions.
Specific	measures	are	likely	to	include	adjustments	to	the	

following	six	broad	areas	of	direct	relevance	to	international	
banks:	higher	capital	requirements	and	the	introduction	of	
leverage	 limitations;	more	 robust	 liquidity	buffers	and	 risk	
management;	 management	 and	 partial	 reintegration	 of	
	offbalance	 sheet	 exposure	 onto	 firms’	 balance	 sheets;	
	review	of	valuation	and	accounting	practices;	increased	co
operation	 between	 stronger	 and	 betterequipped	 super
visors	 and	 central	 banks,	 especially	 from	 an	 international	
perspective;	and	alignment	of	compensation	programs	and	
pay	 levels	 with	 longterm,	 firmwide	 profitability.	 Some	
	national	 regulators	 have	 moved	 quickly,	 including	 the	
Swiss	Financial	Market	Supervisory	Authority	(FINMA;	until	
31	 December	 2008	 Swiss	 Federal	 Banking	 Commission),	
which	has	already	defined	new	transitional	capital	require-
ments	for	UBS	and	Credit	Suisse.
Overall,	the	regulatory	changes	prompted	by	the	current	

market	turmoil	will	have	lasting	effects	on	the	industry	 in	
terms	 of	 bank	 size,	 business	 portfolios,	 controls,	 capital	
	requirements,	 profitability	 and	 compensation.	 These	 will	
	result	in	significant	changes	to	the	competitive	landscape.	
At	 the	 product	 level,	 regulatory	 restrictions	 and	 greater	
	supervision	 in	 areas	 such	 as	 structured	 products,	 credit	
	default	 swaps,	 and	 securitization	 are	 likely	 to	 result	 in	
	lower	margins	 for	banks.	Enhanced	 transparency	 require-
ments	and	disclosure	standards	for	investment	products	are	
also	likely.
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Client	behavior	and	demand
The	relationship	between	financial	firms	and	their	clients	has	
seen	accelerating	change	over	the	past	couple	of	years,	for	
example	 with	 the	 rise	 of	 increasingly	 sophisticated	 clients	
(such	as	leveraged	finance	investors	and	hedge	funds).	How-
ever,	 the	 corporate	 and	 institutional	 client	 segment	 as	 a	
whole	is	expected	to	continue	requiring	innovative	solutions	
which	cater	to	specific	and	unique	needs,	and	span	product	
groups	and	geographies.
2008	has	marked	a	turning	point	with	regard	to	the	in-

vestment	behavior	of	many	private	clients,	and	fundamental	
changes	in	this	behavior	are	expected	in	the	future.	Returns	
have	been	negative	in	most	asset	classes	and	many	investors	
have	grown	suspicious	of	hedge	funds	and	complex	prod-
ucts	 in	general,	especially	as	these	proved	to	be	more	cor
related	 with	 equity	 and	 credit	 markets	 than	 originally	
thought.
Internal	UBS	research	shows	that	private	clients’	risk	ap-

petite	is	changing,	moving	towards	more	“traditional”	asset	
classes	such	as	equities,	bonds,	cash	or	precious	metals.	This	
trend	is	expected	to	have,	on	balance,	a	negative	impact	on	
banks’	income	as	it	results	in	lower	gross	margins.

Wealth	preservation
The	financial	crisis	has	already	resulted	 in	a	substantial	de-
struction	of	wealth	as	the	price	of	many	real	and	financial	
assets	has	fallen	from	the	peaks	of	2007.	Many	investors	see	
a	risk	of	further	wealth	destruction	in	the	current	economic	
climate.	 During	 this	 phase	 business	 opportunities	 for	 the	
	financial	services	industry	will	mostly	be	in	the	realm	of	value	
preservation	rather	than	return	maximization.
Investors	 have	 reacted	 to	 the	 current	 crisis	 by	 selling	

	assets,	paying	back	debt	and	accumulating	cash	or	deemed	
equivalent.	 History	 shows	 that	 investors	 generally	 need	
	several	years	to	return	to	more	risky	asset	allocations	follow-
ing	periods	of	financial	distress.	Therefore,	capital	preserva-
tion	is	likely	to	remain	a	priority	for	investors	and	most	will	
seek	to	do	this	by	holding	cash	before	considering	a	diversi-
fication	across	a	wider	range	of	asset	classes	and	products.	
On	the	other	hand,	an	increase	in	savings	by	individuals,	par-
ticularly	 in	 countries	 where	 household	 saving	 rates	 have	
been	historically	 low,	such	as	the	US,	represents	an	oppor
tunity	for	banks.

Retirement	provisions
The	economic	crisis	does	not	fundamentally	alter	the	private	
retirement	 industry’s	 growth	 drivers,	 namely	 the	 demo-
graphic	 shift	 related	 to	 falling	 birth	 rates	 and	 aging	 and	
the	 falling	 coverage	 provided	 by	 public	 pension	 schemes.	
Despite	the	drop	in	the	value	of	their	assets	in	2008,	private	
fully	 funded	 schemes	 will	 continue	 providing	 individuals	
with	 the	 best	 investment	 tools	 to	 accumulate	 wealth	 for	

	retirement,	and	savings	will	continue	to	flow	into	them.	The	
ability	of	public	pension	schemes	to	fund	themselves	over	
the	 long	 term	may	 be	 limited	 as	 several	 countries	 are	 al-
ready	heavily	indebted	and	running	large	deficits,	including	
some	driven	by	measures	taken	to	help	their	economy	in	the	
current	 downturn,	 while	 demographics	 indicate	 that	 the	
	ratio	of	workers	to	retirees	will	decrease	in	the	foreseeable	
future.	 In	 some	 countries,	 particularly	 those	 which	 have	
	experienced	the	largest	destruction	of	accumulated	wealth	
due	to	the	crisis	(for	example,	the	US	and	UK,	where	pen-
sion	funds	are	comparatively	more	exposed	to	equity	mar-
kets	than	in	other	countries),	a	pickup	in	individual	savings	
rates	would	provide	additional	 funds,	which	will	partly	be	
invested	in	private	retirement	schemes.	This,	combined	with	
continued	demand	for	specialist	advice	in	wealth	manage-
ment,	continues	to	represent	an	opportunity	for	wealth	and	
asset	managers.

Corporate	restructuring
The	 corporate	 sector	 is	 generally	 better	 equipped	 to	 deal	
with	the	negative	impact	of	a	slowing	economy	than	in	pre-
vious	 downturns,	mostly	 due	 to	 a	 relatively	 lower	 level	 of	
debt.	However,	a	sharp	reduction	in	demand	for	goods	and	
services	across	developed	and	emerging	markets	and	a	con-
tinued	lack	of	liquidity	in	credit	markets	will	inevitably	impact	
the	corporate	sector.	Over	 the	medium	term,	default	 rates	
are	expected	to	rise	from	the	historically	low	levels	prevailing	
before	the	crisis,	and	further	major	bankruptcies	are	 likely.	
The	internationalization	of	business	–	particularly	expansion	
in	emerging	markets	–	is	likely	to	slow	down	as	the	attrac-
tiveness	of	 new	markets	 remains	 subdued	and	 cash	flows	
previously	 available	 for	 expansion	 are	 used	 to	 restructure	
balance	 sheets.	 In	 such	 a	 corporate	 environment,	most	 of	
the	opportunities	 for	 the	banking	 sector	are	 likely	 to	arise	
from	simple	financing	requirements,	balancesheet	restruc-
turing	and	asset	disposals.

Emerging	markets
Strong	growth	in	emerging	markets	has	been	a	key	feature	
of	the	boom	years	in	the	global	economy	prior	to	the	crisis,	
and	 banks	 have	 benefited	 greatly	 from	 strong	 growth	 in	
these	markets.	Growth	in	emerging	markets	is	expected	to	
slow	markedly	in	2009,	reflecting	the	increased	interconnec-
tions	between	economies	in	the	era	of	globalization.	Export	
surplus	 countries,	 including	 those	 relying	 on	 commodities	
exports,	are	most	vulnerable	to	a	further	deterioration	in	the	
global	economic	environment,	but	also	best	placed	to	ben-
efit	from	a	potential	recovery.	Over	the	long	term,	however,	
banks	which	have	built	up	a	significant	presence	in	emerging	
	markets	and	serve	a	wide	range	of	institutional	and	private	
clients	are	likely	to	continue	benefiting	from	aboveaverage	
economic	growth	in	these	countries.
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Risk	factors

Certain	 risks,	 including	 those	described	below,	can	 impact	
UBS’s	ability	to	carry	out	its	business	strategies	and	directly	
affect	 its	 business	 activities,	 financial	 condition,	 results	 of	
	operations	and	prospects.	Because	the	business	of	a	broad
based	 international	 financial	 services	 firm	 such	 as	 UBS	 is	
	inherently	exposed	to	risks	that	only	become	apparent	with	
the	benefit	of	hindsight,	risks	of	which	UBS	is	not	presently	
aware	 could	 also	 materially	 affect	 its	 business	 activities,	
	financial	condition,	results	of	operations	and	prospects.	The	
sequence	in	which	the	risk	factors	are	presented	below	is	not	
indicative	of	their	 likelihood	of	occurrence	or	the	potential	
magnitude	of	their	financial	consequences.

Risks related to the current market crisis

UBS,	 like	 many	 other	 financial	 market	 participants,	 was	
	severely	affected	by	the	financial	crisis	that	unfolded	in	2007	
and	worsened	 in	2008.	The	deterioration	of	financial	mar-
kets	 in	2008	was	extremely	 severe	by	historical	 standards,	
and	UBS	recorded	substantial	losses	on	legacy	risk	positions.	
UBS	has	taken	a	series	of	measures	to	reduce	its	risk	expo-
sures,	including	the	sale	of	up	to	USD	38.6	billion	of	illiquid	
and	other	positions	to	a	fund	owned	and	controlled	by	the	
Swiss	National	Bank	(SNB)	as	announced	in	the	fourth	quar-
ter.	However,	UBS	continues	to	hold	positions	identified	as	
risk	concentrations	(refer	to	the	“Risk	concentrations”	sec-
tion	of	this	report	for	more	information	on	these	positions,	
as	well	as	positions	in	other	asset	classes	that	might	be	neg-
atively	affected	by	the	current	market	crisis).	In	addition,	UBS	
is	 exposed	 to	 the	 general	 systemic	 and	 counterparty	 risks	
that	are	exacerbated	by	the	ongoing	market	crisis	and	relat-
ed	instability	of	financial	institutions	and	of	the	financial	sys-
tem	as	a	whole.

UBS	holds	positions	which	may	be	adversely	affected	by	the	
ongoing	financial	crisis	and	economic	climate
As	discussed	in	the	paragraphs	below	on	general	risk	fac-
tors,	the	development	of	market	conditions	and	the	overall	
economic	environment,	as	well	as	factors	affecting	particu-
lar	assets,	may	lead	to	reductions	in	the	market	or	carrying	
	value	of	UBS’s	assets.	Although	UBS’s	exposure	 to	 the	US	
mortgage	 market	 (including	 residential	 subprime,	 AltA	
and	prime)	was	reduced	dramatically	in	2008,	UBS	remains	
exposed	to	that	market,	albeit	on	a	reduced	scale.	In	addi-
tion,	certain	of	 its	monolineinsured	positions	are	exposed	
to	the	US	residential	mortgage		market	as	described	below.	
The	markets	for	most	US	mortgagerelated	securities	have	
so	 far	 remained	 illiquid	 and	 it	 is	 impossible	 to	 determine	

whether	and	how	long	current	market	conditions	will	per-
sist,	or	whether	they	will	further	deteriorate.

UBS	relies	on	credit	protection	from	third	parties,	including	
monoline	insurers,	that	may	not	be	effective
UBS’s	business	entails	exposure	 to	counterparty	credit	 risk,	
including	to	monoline	insurers	and	other	providers	of	credit	
protection.	 UBS’s	 credit	 exposure	 to	 the	 monoline	 sector	
	arises	 from	 overthecounter	 (OTC)	 derivative	 contracts	 –	
mainly	credit	default	swaps	(CDSs)	which	are	carried	at	fair	
value	 –	 in	 respect	 of	 mortgage	 related	 and	 “monoline
wrapped”	securities.	The	fair	value	of	these	CDSs	–	and	thus	
UBS’s	exposure	to	the	counterparties	–	depends	on	the	valu-
ation	and	the	perceived	credit	risk	of	the	instrument	against	
which	protection	has	been	bought.	Monoline	insurers	have	
been	very	adversely	affected	by	their	exposure	to	US	residen-
tial	 mortgagelinked	 products,	 resulting	 in	 credit	 rating	
downgrades	 and	 the	need	 to	 raise	 additional	 capital.	UBS	
has	recorded	large	credit	valuation	adjustments	on	its	claims	
against	monoline	counterparties.	If	the	financial		condition	of	
these	counterparties	or	their	perceived	creditworthiness	de-
teriorates	further,	UBS	could	record	further	credit	valuation	
adjustments	on	the	CDSs	bought	from	monoline	insurers.
UBS	could	also	incur	losses	in	connection	with	restructur-

ings	of	monoline	insurers,	including	possible	losses	on	third	
party	hedge	protection	which	UBS	may	incur	as	a	result	of	
changes	in	the	corporate	structure	of	the	insurers.	UBS	also	
trades	securities	issued	by	and	derivatives		related	to	mono-
line	insurers,	including	CDSs,	and	the	value	of	these	securi-
ties	and	derivatives	is	subject	to	market	volatility.

UBS	holds	positions	in	asset	classes	that	have	been	or	might	
be	negatively	affected	by	the	current	market	crisis
In	 2007	 and	 2008,	UBS	 incurred	 substantial	 losses	 (realized	
and	marktomarket)	on	its	holdings	of	securities	related	to	the	
US	residential	mortgage	market.	The	market	dislocation	that	
began	in	2007	has	been	progressively	felt	in	asset	classes	be-
yond	US	residential	mortgages.	In	2008,	UBS	recorded	mark-
downs	on	other	assets	carried	at	fair	value,	including	auction	
rate	 securities	 (ARS),	 leveraged	 finance	 commitments,	 com-
mercial	mortgages	in	the	United	States	and	nonUS	mortgage	
and	assetbacked	securities	 (ABSs).	UBS	has	recorded	and	 in	
the	 future	 could	 record	 negative	 fair	 value	 adjustments	 on	
these	assets	and	on	other	asset	classes	which	may	be	affected	
by	the	crisis	in	the	credit		markets.	Such	securities	may	also	be	
wrapped	by	monoline	insurers	and	therefore	could	give	rise	to	
losses	 if	 the	difficulties	 in	 the	monoline	 sector	 persist	 or	 in-
crease	(see	the	pre	vious	risk	factor	on	monoline	exposures).

Risk factors
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UBS’s	inventory	of	ARS	is	likely	to	increase	in	the	future	as	
a	result	of	its	commitment	to	repurchase	clientowned	ARS,	as	
further	described	 in	the	“Risk	management”	section	of	this	
report.	UBS	 is	 also	exposed	 to	 the	 risk	of	 losses	and	write
downs	on	its	leveraged	finance	commitments.	UBS	holds	posi-
tions	related	to	real	estate	markets	in	countries	other	than	the	
United	States	on	which	 it	could	also	suffer	 losses.	These	 in-
clude	exposures	to	nonUS	residential	and	commercial	real	es-
tate	and	mortgages	and	nonUS	ABS	programs.	For	example,	
as	described	in	the	“Credit	risk”	section	of	this	report,	UBS	has	
a	very	substantial	Swiss	mortgage	portfolio	which	is	booked	in	
Global	Wealth	Management	&	Business	Banking.	UBS	is	also	
exposed	to	risk	when	it	provides	financing	against	the	affect-
ed	asset	classes	such	as	in	its	prime	brokerage,	reverse	repo	
and	lombard	lending		activities.

Risk factors related to UBS’s business activity

Performance	in	the	financial	services	industry	depends	
on	the	economic	climate	–	negative	developments	can	
adversely	affect	UBS’s	business	activities
The	financial	services	industry	prospers	in	conditions	of		economic	
growth,	stable	geopolitical	conditions,	capital	markets	that	are	
transparent,	liquid	and	buoyant	and	positive	investor	sentiment.	
An	economic	downturn,	inflation	or	a	severe	financial	crisis	(as	
seen	in	2008)	can	negatively	affect	UBS’s	revenues	and	it	may	
be	unable	to	immediately	adjust	all	of	its	costs	to	the	resulting	
deterioration	in	market	or	business	conditions.
A	market	downturn	can	be	precipitated	by	a	number	of	

factors,	including	geopolitical	events,	changes	in	monetary	or	
fiscal	policy,	trade		imbalances,	natural	disasters,	pandemics,	
civil	unrest,	war	or	terrorism.	Because	financial	markets	are	
global	 and	 highly	 interconnected,	 even	 local	 and	 regional	
events	can	have	widespread	 impact	well	beyond	the	coun-
tries	in	which	they	occur.	A		crisis	could	develop,	regionally	or	
globally,	as	a	result	of		disruption	in	emerging	markets,	which	
are	particularly	susceptible	to	macroeconomic	and	geopoliti-
cal	developments,	or	as	a	result	of	the	failure	of	a	major	mar-
ket	participant.	As	UBS’s	presence	and	business	in	emerging	
markets	 increases,	 it	becomes	more	exposed	to	these	risks.
Adverse	 and	 extreme	 developments	 of	 this	 kind	 have	

	affected	UBS’s	businesses	in	a	number	of	ways,	and	may	con-
tinue	to	have	further	adverse	effect	on	the	firm’s	businesses:
–	 a	 general	 reduction	 in	 business	 activity	 and	 market	
	volumes	 affects	 fees,	 commissions	 and	 margins	 from	
marketmaking	 and	 customerdriven	 transactions	 and	
	activities;

–	 a	market	 downturn	 is	 likely	 to	 reduce	 the	 volume	 and	
valuations	 of	 assets	UBS	manages	 on	 behalf	 of	 clients,	
reducing	its	asset	and	performancebased	fees;

–	 reduced	 market	 liquidity	 limits	 trading	 and	 arbitrage	
	opportunities	and	impedes	UBS’s	ability	to	manage	risks,	
impacting	both	 trading	 income	and	performancebased	
fees;

–	 assets	UBS	holds	 for	 its	own	account	as	 investments	or	
trading	positions	could	continue	to	fall	in	value;

–	 impairments	 and	 defaults	 on	 credit	 exposures	 and	 on	
trading	 and	 investment	 positions	 could	 increase,	 and	
l	osses	 may	 be	 exacerbated	 by	 falling	 collateral	 values;	
and

–	 if	individual	countries	impose	restrictions	on	crossborder	
payments	 or	 other	 exchange	 or	 capital	 controls,	 UBS	
could	 suffer	 losses	 from	 enforced	 default	 by	 counter
parties,	be	unable	to	access	its	own	assets,	or	be	impeded	
in	–	or	prevented	from	–	managing	its	risks.
The	 developments	 mentioned	 above	 can	 affect	 the	

	performance	of	both	 the	Group	and	 its	business	units.	As	
such,	there	is	a	risk	that	the	carrying	value	of	goodwill	of	a	
business	unit	might	suffer	impairments.

Due	to	its	sizeable	trading	inventory,	trading	activities	and	
the	counterparty	credit	risks	in	many	of	its	businesses,	
UBS	is	dependent	upon	its	risk	management	and	control	
processes	to	avoid	or	limit	potential	losses
Controlled	risktaking	is	a	major	part	of	the	business	of	a	fi-
nancial	 	services	firm.	Credit	 is	an	 integral	part	of	many	of	
UBS’s	 retail,	 wealth	 management	 and	 Investment	 Bank	
	activities.	This	includes	lending,	underwriting	and	derivatives	
businesses	and	positions.
Changes	in	interest	rates,	equity	prices,	foreign	exchange	

levels	 and	 other	 market	 fluctuations	 can	 adversely	 affect	
UBS’s	 earnings.	 Some	 losses	 from	 risktaking	 activities	 are	
inevitable	but,	to	be	successful	over	time,	UBS	must	balance	
the	risks	it	takes	with	the	returns	it	generates.	It	must	there-
fore	diligently	identify,	assess,	manage	and	control	its	risks,	
not	only	in	normal	market	conditions	but	also	as	they	might	
develop	under	more	extreme	(“stressed”)	conditions,	when	
concentrations	of	exposure	can	lead	to	severe	losses.
As	seen	in	2008,	UBS	is	not	always	able	to	prevent	losses	

arising	from	extreme	or	sudden	market	events	that	are	not	
anticipated	by	its	risk	measures	and	systems	and	affect	size-
able	inventory	positions	and	therefore	lead	to	serious	losses.	
Value	at	Risk	(VaR),	a	statistical	measure	for	market	risk,	 is	
derived	from	historical	market	data,	and	thus,	by	definition,	
could	 not	 have	 predicted	 the	 losses	 seen	 in	 the	 stressed	
	conditions	in	2008.	Moreover,	stress	loss	and	concentration	
controls,	and	the	dimensions	in	which	UBS	aggregates	risk	
to	identify	potentially	highly	correlated	exposures,	proved	to	
be	inadequate.
UBS’s	tools	and	processes	for	market	and	credit	risk	con-

trol,	including	country	risk,	its	approach	to	risk	management	
and	control,	and	the	steps	UBS	has	taken	to	strengthen	its	
risk	management	 and	 control	 framework	 are	 described	 in	
the	“Risk	management”	section	of	this	report.
Notwithstanding	 such	 steps,	 UBS	 could	 suffer	 further	

losses	in	the	future	if,	for	example:
–	 it	does	not	fully	 identify	the	risks	in	its	portfolio,	 in	par-
ticular	risk	concentrations	and	correlated	risks;
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report	provides	detailed	information	on	the	determination	of	
fair	value	from	valuation	techniques.	There	is	no	single	market	
standard	for	valuation	models	in	this	area.	Such	models	have	
inherent	limitations;	different	assumptions	and	inputs	would	
generate	different	results,	and	these	differences	could	have	a	
significant	impact	on	UBS’s	financial	results.	UBS	regularly	re-
views	and	updates	its	valuation	models	to	incorporate	all	fac-
tors	that	market	participants	would	consider	in	setting	a	price,	
including	factoring	in	current	market	conditions.	Judgment	is	
an	important	component	of	this	process.	Changes	in	model	
inputs	or	in	the	models	themselves	could	have	a	material	im-
pact	on	UBS’s	financial	results.

Credit	ratings	and	liquidity	and	funding	management	are	
critical	to	UBS’s	ongoing	performance	
Moody’s	 Investors	 Service,	 Fitch	 Ratings	 and	 Standard	 &	
Poor’s	all	 lowered	 their	 longterm	credit	 rating	of	UBS,	on	
one	or	more	times	in	2008	and	2009.	A	further	reduction	in	
UBS’s	credit	 rating	could	 increase	 its	 funding	costs,	 in	par-
ticular	 with	 regard	 to	 funding	 from	 wholesale	 unsecured	
sources,	and	reduce	access	to	capital	markets.	Some	of	these	
ratings	downgrades	have	resulted,	and	additional	reductions	
in	the	credit	ratings	would	result,	in	UBS	having	to	make	ad-
ditional	 cash	payments	or	post	 additional	 collateral.	 These	
events	may	increase	UBS’s	need	for	funding	to	ensure	that	it	
will	always	have	sufficient	 liquidity	to	meet	 liabilities	when	
due,	while	reducing	its	ability	to	obtain	such	funding.	UBS’s	
credit	 ratings	 also	 have	 an	 impact	 on	 the	 performance	 of	
UBS’s	businesses.	Along	with	UBS’s	capital	strength	and	rep-
utation,	both	of	which	are	described	in	greater	detail	in	the	
risk	 factors	below,	UBS’s	credit	 ratings	contribute	 to	main-
taining	client	and	counterparty	confidence	in	UBS.
Liquidity	 is	 essential	 to	 UBS’s	 businesses.	 A	 substantial	

part	of	UBS’s	liquidity	and	funding	requirements	are	met	us-
ing	shortterm	unsecured	funding	sources,	including	whole-
sale	and	retail	deposits	and	the	regular	 issuance	of	money	
market	securities.	The	volume	of	these	funding	sources	has	
generally	 been	 stable,	 but	may	 change	 in	 the	 future	 due,	
among	 other	 things,	 to	 general	 market	 disruptions.	 Any	
such	change	could	occur	quickly	and	without	notice.	If	such	
a	change	were	to	occur,	UBS	could	be	forced	to	liquidate	as-
sets,	in	particular	from	its	trading	portfolio,	to	meet	matur-
ing	 liabilities	 or	 deposit	withdrawals.	 Given	 the	 depressed	
prices	 of	many	 asset	 classes	 in	 current	market	 conditions,	
UBS	might	be	 forced	 to	 sell	assets	at	discounts	 that	could	
adversely	affect	its	profitability	and	its	business	franchises.
In	2008,	UBS’s	credit	spreads	increased	substantially,	in	line	

with	the	general	trend	for	the	financial	services	industry.	If	these	
trends		continue,	or	if	UBS	maintains	substantially	elevated	lev-
els	of	liquidity	for	an	extended	period	of	time,	the	combination	
of	 an	 increase	 in	 UBS’s	 borrowing	 costs	 and	 lower	 	margins	
could	have	an	adverse	impact	on	the	firm’s	pro	fitability.

➔	Refer to the “Risk and treasury management” section of 

this report for more information on UBS’s approach to 

liquidity and funding management

–	 its	 assessment	of	 the	 risks	 identified,	or	 its	 response	 to	
negative	trends,	proves	to	be	inadequate	or	incorrect;

–	 markets	move	in	ways	that	are	unexpected	–	in	terms	of	
their	speed,	direction,	severity	or	correlation	–	and	UBS’s	
ability	 to	 manage	 risks	 in	 the	 resultant	 environment	 is	
therefore	restricted;

–	 thirdparties	to	whom	UBS	has	credit	exposure	or	whose	
securities	it	holds	for	its	own	account	are	severely	affect-
ed	 by	 events	 not	 anticipated	 by	 UBS’s	models	 and	 the	
bank	 accordingly	 suffers	 defaults	 and	 impairments	 be-
yond	the	level	implied	by	its	risk	assessment;	or

–	 collateral	or	other	security	provided	by	its	counterparties	
proves	inadequate	to	cover	their	obligations	at	the	time	
of	their	default.
UBS	also	manages	risk	on	behalf	of	its	clients	in	its	asset	

and	 wealth	 management	 businesses.	 Its	 performance	 in	
these	 activities	 could	 be	 harmed	 by	 the	 same	 factors.	 If	
	clients	suffer	losses	or	the	performance	of	their	assets	held	
with	 UBS	 is	 not	 in	 line	 with	 relevant	 benchmarks	 against	
which	clients	assess	investment	performance,	UBS	may		suffer	
reduced	fee	income	and	a	decline	in	assets	under	manage-
ment	or	withdrawal	of	mandates.
If	UBS	decided	to	support	a	fund	or	another	investment	

sponsored	by	UBS	in	its	asset	or	wealth	management	busi-
ness	 it	might,	 	depending	 on	 the	 facts	 and	 circumstances,	
incur	charges	that	could	increase	to	material	levels.	UBS	does	
not	 currently	 foresee	 the	 likelihood	of	material	 losses	as	a	
result,	but	the	possibility	cannot	be	definitively	ruled	out.
Investment	positions	–	such	as	equity	holdings	made	as	a	

part	of	strategic	initiatives	and	seed	investments	made	at	the	
inception	of	funds	managed	by	UBS	–	may	also	be	affected	
by	market	risk	factors.	These	investments	are	often	not	liquid	
and	are	generally	intended	or	required	to	be	held	beyond	a	
normal	trading	horizon.	They	are	subject	to	a	distinct	control	
framework	 (described	 in	 the	 “Risk	 and	 treasury	 manage-
ment”	section	of	this	report).	Deteriorations	in	the	fair	value	
of	 these	positions	would	have	a	negative	 impact	on	UBS’s	
earnings.

The	valuation	of	certain	assets	relies	on	models.	 
For	some	or	all	of	the	inputs	to	these	models	there	 
is	no	observable	source	
Where	 possible,	UBS	marks	 its	 trading	 book	 assets	 at	 their	
quoted	market	price	in	an	active	market.	In	the	current	envi-
ronment,	 such	price	 information	 is	not	 available	 for	 certain	
instruments	and	UBS	applies	valuation	techniques	to	measure	
such	instruments.	Valuation	techniques	use	“market	observ-
able	 inputs”	where	 available,	 derived	 from	 similar	 assets	 in	
similar	and	active	markets,	from	recent	transaction	prices	for	
comparable	items	or	from	other	observable	market	data.	For	
positions	for	which	some	or	all	of	the	reference	data	 is	not	
observable	 or	 has	 limited	 observability,	 UBS	 uses	 valuation	
models	with	nonmarket	observable	inputs.	“Note	27	Fair	val-
ue	of	financial	instruments”	in	the	financial	statements	of	this	
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ness.	Currently,	UBS	is	responding	to	a	number	of	govern-
ment	inquiries	and	investigations,	and	is	involved	in	a	num-
ber	of	litigations	and	disputes,	related	to	the	subprime	crisis,	
subprime	 securities,	 and	 structured	 transactions	 involving	
subprime	 securities.	 These	matters	 concern,	 among	other	
things,	UBS’s	valuations,	disclosures,	writedowns,	underwrit-
ing	and	contractual	obligations.
UBS	has	been	in	active	dialogue	with	its	regulators	con-

cerning	remedial	actions	that	it	is	taking	to	address	deficien-
cies	in	its	risk	management	and	control,	funding	and	certain	
other	processes	and	 systems.	UBS	will	 for	 some	period	be	
subject	to	 increased	scrutiny	by	the	Swiss	Financial	Market	
Supervisory	Authority	and	its	other	major	regulators,	and	ac-
cordingly	will	be	subject	to	regulatory	measures	that	might	
affect	the	implementation	of	its	strategic	plans.
UBS	 recently	announced	 that	 it	had	entered	 into	a	De-

ferred	Prosecution	Agreement	with	 the	US	Department	of	
Justice	 and	 a	 Consent	 Order	 with	 the	 US	 Securities	 and	
	Exchange	 Commission	 in	 connection	with	 its	 crossborder	
private	banking	services	provided	to	US	private	clients.	The	
US	Internal	Revenue	Service	has	issued	a	civil	summons	seek-
ing	information	concerning	UBS’s	crossborder	business,	in-
cluding	records	 located	in	Switzerland,	and	recently	filed	a	
petition	for	enforcement	of	this	summons.	It	is	possible	that	
this	 and	 other	 governmental	 actions	 will	 lead	 to	 changes	
which	 could	 affect	 crossborder	 financial	 services	 and	 the	
	application	of	Swiss	financial	privacy	law,	and	this	could	ad-
versely	 affect	 the	 future	 profitability	 of	 UBS’s	 crossborder	
banking	 businesses.	 Following	 disclosure	 of	 the	 US	 cross
border	matter,	moreover,	it	is	possible	that	tax	or	regulatory	
authorities	in	various	jurisdictions	will	focus	on	the	crossbor-
der	wealth	management	services	provided	by	UBS	and	other	
financial	 institutions.	 It	 is	premature	to	speculate	as	to	the	
scope	or	effect	of	any	such	reviews.

➔	Refer to “Note 21 provisions and litigation” in the financial 

statements of this report for more information on legal 

proceedings in which UBS is involved

UBS	might	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,	 detailed	 (and	 some-
times	 fragmented)	 regulation	 and	 ongoing	 consolidation.	
UBS	faces	competition	at	the	level	of	local	markets	and	indi-
vidual	business	 lines,	 and	 from	global	financial	 institutions	
comparable	to	UBS	in	their	size	and	breadth.	Barriers	to		entry	
in	individual	markets	are	being	eroded	by	new	technology.	
UBS	 expects	 these	 trends	 to	 continue	 and	 competition	 to	
increase	in	the	future.
The	 competitive	 strength	 and	 market	 position	 of	 UBS	

could	 be	 eroded	 if	 the	 firm	 is	 unable	 to	 identify	 market	
trends	 and	 developments,	 does	 not	 respond	 to	 them	 by	
	devising	and	implementing	adequate	business	strategies	or	

UBS’s	capital	strength	is	important	to	support	its	client	
franchise
UBS’s	capital	position	measured	by	 the	BIS	capital	 ratios	 is	
and	 has	 traditionally	 been	 strong,	 both	 in	 absolute	 terms	
and	relative	to	its	competitors.	Capital	ratios	are	determined	
by	 (1)	 riskweighted	assets	 (RWAs)	 (balance	 sheet,	offbal-
ance	sheet	and	other	market	and	operational	risk	positions,	
measured	and	riskweighted	according	to	regulatory	criteria)	
and	(2)	eligible	capital.	
Both	RWAs	and	eligible	capital	are	subject	to	change.	Eli-

gible	capital,	 for	example,	 could	experience	a	 reduction	 in	
case	of	financial	 losses,	acquired	goodwill	or	as	a	result	of	
foreign	 exchange	movements.	 RWAs,	 on	 the	 other	 hand,	
will	be	driven	by	UBS’s	business	activities	and	by	changes	in	
the	 risk	profile	of	 these	assets.	They	could	 furthermore	be	
subject	to	a	change	in	regulatory	requirements	or	the	inter-
pretation	thereof.	For		instance,	substantial	market	volatility,	
a	widening	of	credit	spreads	(the	major	driver	of	UBS’s	VaR),	
a	change	in	regulatory	treatment	of	certain	positions	(includ-
ing,	but	not	limited	to,	the	definitions	of	assets	allocated	to	
the	trading	or	the	banking	books),	stronger	foreign	curren-
cies,	increased	counterparty	risk	or	a	further	deterioration	in	
the	economic	environment	could	result	in	a	rise	in	RWAs	or	
a	 change	 in	 capital	 requirements	 and	 thereby	 potentially	
	reduce	UBS’s	capital	ratios.

Operational	risks	may	affect	UBS’s	business
All	UBS’s	businesses	are	dependent	on	the	bank’s	ability	to	
process	a	large	number	of	complex	transactions	across	mul-
tiple	and	diverse	markets	in	different	currencies,	in	addition	
to	being	subject	to	the	many	different	legal	and	regulatory	
regimes	of	these	countries.	UBS’s	operational	risk	manage-
ment	 and	 control	 systems	 and	 processes,	 which	 are	 de-
scribed	in	the	“Operational	risk”	section	of	this	report,	are	
designed	to	ensure	that	the	risks	associated	with	the	bank’s	
activities,	 including	 those	 arising	 from	process	 error,	 failed	
execution,	unauthorized	trading,	fraud,	systems	failure	and	
failure	of	security	and	physical	protection,	are	appropriately	
controlled.	If	these	internal	controls	fail	or	prove	ineffective	
in	 identifying	 and	 remedying	 such	 risks,	 UBS	 could	 suffer	
	operational	failures	that	might	result	in	losses.

Legal	claims	and	regulatory	risks	and	restrictions	arise	in	
the	conduct	of	UBS’s	business
In	the	ordinary	course	of	its	business,	UBS	is	subject	to	regu-
latory	oversight	and	liability	risk.	It	is	involved	in	a	variety	of	
other	 claims,	 disputes	 and	 legal	 proceedings	 and	 govern-
ment	 investigations	 in	 jurisdictions	 where	 UBS	 is	 active,	
	including	the	United	States	and	Switzerland.	These	types	of	
proceedings	expose	UBS	 to	 substantial	monetary	damages	
and	 legal	defense	 costs,	 injunctive	 relief,	 criminal	 and	 civil	
penalties	 and	 the	 potential	 for	 regulatory	 restrictions	 on	
UBS’s	businesses.	The	outcome	of	these	matters	cannot	be	
predicted	and	they	could	adversely	affect	UBS’s	future	busi-



St
ra

te
g

y,
 p

er
fo

rm
an

ce
 a

n
d

 r
es

p
o

n
si

b
ili

ty

27

is	unable	to	attract	or	retain	the	qualified	people	needed	to	
carry	them	out.
In	particular,	 the	efforts	 required	 to	address	 the	current	

market	 crisis	 and	 related	 challenges	 might	 diminish	 the	
	attention	 UBS	 devotes	 to	 managing	 other	 risks	 including	
those	arising	from	its	competitive	environment.	The	changes	
recently	 introduced	 with	 regard	 to	 UBS’s	 balance	 sheet	
	management,	 funding	 framework	 and	 risk	 management	
and	control,	as	well	as	the	repositioning	of	the	fixed	income,	
currencies	and	commodities	business,	are	likely	to	reduce	the	
revenue	 contribution	 of	 certain	 activities	 that	 require	 sub-
stantial	funding	or	focus	on	proprietary	trading.
Following	 the	 losses	 incurred	 in	2008,	UBS	 very	 signifi-

cantly	 reduced	 the	 variable	 compensation	 granted	 to	 its	
	employees	for	that	year.	It	is	possible	that,	as	a	result	of	this	
reduction	or	other	factors,	key	employees	will	be	attracted	
by	competitors	and	decide	to	leave	UBS,	or	that	UBS	may	be	
less	successful	in	attracting	qualified	employees.

UBS’s	reputation	is	key	to	its	business
UBS’s	 reputation	 is	 critical	 in	 maintaining	 its	 relationships	
with	clients,	investors,	regulators	and	the	general	public.	The	
reputation	of	UBS	can	be	damaged,	for	instance,	by	miscon-
duct	by	its	employees,	by	activities	of	business	partners	over	
which	UBS	has	limited	or	no	control,	by	severe	or	prolonged	
financial	 losses	or	by	uncertainty	about	its	financial	sound-
ness	and	its	reliability.	This	could	result	 in	client	attrition	in	
different	parts	of	UBS’s	business	and	could	negatively	impact	
its	financial	performance.	Maintaining	the	firm’s	reputation	
and	addressing	adverse	reputational	developments	are	there-
fore	key	factors	in	UBS’s	risk	management	efforts.

UBS’s	global	presence	exposes	the	bank	to	other	risks,	
including	currency	fluctuation
UBS	operates	in	more	than	50	countries,	earns	income	and	
holds	assets	and	liabilities	in	many	different	currencies	and	is	
subject	to	many	different	legal,	tax	and	regulatory	regimes.
UBS’s	 ability	 to	 execute	 its	 global	 strategy	 depends	 on	

	obtaining	 and	maintaining	 local	 regulatory	 approvals.	 This	
includes	 the	 approval	 of	 acquisitions	 or	 other	 transactions	
and	the	ability	to	obtain	and	maintain	the	necessary	licenses	
to	operate	 in	a	 local	market.	Changes	 in	 local	 tax	 laws	or	
regulations	and	their	enforcement	may	affect	the	ability	or	
the	willingness	of	UBS’s	clients	to	do	business	with	the	bank,	
or	the	viability	of	the	bank’s	strategies	and	business	model.
In	its	financial	accounts,	UBS	accrues	taxes	but	the	final	

effect	of	taxes	on	earnings	is	only	determined	after	comple-
tion	of	tax	audits	(which	generally	takes	a	number	of	years)	
or	 the	 expiration	 of	 statutes	 of	 limitations.	 In	 addition,	
changes	in	tax	laws,	judicial	interpretation	of	tax	laws	or	pol-
icies	and	practices	of	 tax	authorities	could	have	a	material	
impact	on	taxes	paid	by	UBS	and	cause	the	amount	of	taxes	
ultimately	paid	by	UBS	to	differ	from	the	amount	accrued.
Because	UBS	prepares	its	accounts	in	Swiss	francs,	while	a	

substantial	part	of	its	assets,	liabilities,	assets	under	manage-
ment,	revenues	and	expenses	are	denominated	in	other	cur-
rencies,	 changes	 in	 foreign	exchange	 rates,	particularly	be-
tween	the	Swiss	franc	and	the	US	dollar	 (US	dollar	 income	
represents	the	major	part	of	UBS’s	nonSwiss	franc	income)	
have	 an	 effect	 on	 its	 reported	 income	 and	 shareholders’	
	equity.	UBS’s	approach	to	management	of	this	currency	risk	is	
explained	 in	 the	 “Treasury	 management”	 section	 of	 this	
	report.
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UBS financial highlights

As of or for the year ended % change from

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.07

Performance indicators from continuing operations

Diluted earnings per share (CHF) 1 (7.75) (2.61) 4.64 (197)

Return on equity attributable to UBS shareholders (%) 2 (59.1) (11.7) 23.9

Cost / income ratio (%) 3 753.0 111.0 70.5

Net new money (CHF billion) 4 (226.0) 140.6 151.7

Group results

Operating income 796 31,721 47,484 (97)

Operating expenses 28,555 35,463 33,365 (19)

Operating profit before tax (from continuing and discontinued operations) (27,560) (3,597) 15,007 (666)

Net profit attributable to UBS shareholders (21,292) (5,247) 11,527 (306)

Personnel (full-time equivalents) 5 77,783 83,560 78,140 (7)

Invested assets (CHF billion) 2,174 3,189 2,989 (32)

UBS balance sheet and capital management

Balance sheet key figures

Total assets 2,014,815 2,274,891 2,348,733 (11)

Equity attributable to UBS shareholders 32,531 36,875 51,037 (12)

Market capitalization 6 43,519 108,654 154,222 (60)

BIS capital ratios 7

Tier 1 (%) 11.0 9.1 8 12.2 8

Total BIS (%) 15.0 12.2 8 15.0 8

Risk-weighted assets 302,273 374,421 8 344,015 (19)

Long-term ratings

Fitch, London A+ AA AA+

Moody’s, New York Aa2 Aaa Aa2

Standard & Poor’s, New York A+ AA AA+

1 Refer to “Note 8 Earnings per share (EPS) and shares outstanding” in the financial statements of this report.  2 Net profit attribu table to UBS shareholders from continuing operations / average eq-
uity attributable to UBS shareholders.  3 Operating expenses / operating income before credit loss expense or recovery.  4 Excludes interest and  dividend income.  5 Excludes personnel from private 
equity (part of the Corporate Center).  6 Refer to the “UBS registered shares” section of this report for further information.  7 Refer to the “Capital management” section of this report for further in-
formation.  8 The calculation prior to 2008 is based on the Basel I approach.

UBS’s performance is reported in accordance with Inter national Financial Reporting Standards (IFRS) as issued 
by the International Accounting Standards Board. This section provides a discussion and analysis of UBS’s 
results for 2008, commenting on the underlying operational performance of the business, with a focus on 
continuing operations.

Financial performance
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Key factors affecting UBS’s financial position and 
results of operations in 2008

–	 In	2008,	UBS	continued	to	be	severely	affected	by	nega-
tive	revenues	in	the	Investment	Bank	due	to	trading	losses	
on	risk	positions.	Refer	to	the	“Risk	concentrations”	sec-
tion	and	“Note	3	Net	interest	and	trading	income”	in	the	
financial	statements	of	this	report	for	more	 information	
on	risk	positions	and	associated	losses.	

–	 UBS	recorded	a	significant	increase	in	credit	 losses	from	
CHF	238	million	 in	the	prior	year	to	CHF	2,996	million.	
This	reflects	the	deteriorating	economic	environment	and	
impairment	charges	taken	on	reclassified	financial	assets	
in	fourth	quarter	2008.	Refer	to	the	“Credit	risk”	section	
of	this	report	for	more	information.

–	 On	 5	 March	 2008,	 UBS	 issued	 mandatory	 convertible	
notes	(MCNs)	with	a	face	value	of	CHF	13	billion	to	two	
investors.	This	transaction	resulted	in	an	accounting	gain	
of	 CHF	 3,860	 million	 in	 first	 quarter	 2008	 and	 in	 an	
	increase	 in	 share	 premium	 of	 CHF	 7.0	 billion.	 Refer	 to	
“Note	 26	 Capital	 increases	 and	 mandatory	 convertible	
notes”	in	the	financial	statements	of	this	report	for	more	
information.

–	 On	23	April	2008,	the	annual	general	meeting	of	share-
holders	 approved	 a	 proposal	 that	 UBS	 strengthen	 its	
shareholders’	 equity	 by	 way	 of	 an	 ordinary	 capital	 in-
crease.	The	capital	increase	was	completed	in	June	2008	
by	means	of	a	rights	offering	and	resulted	in	the	issue	of	
760,295,181	new	fully	paid	registered	shares	with	a	par	
value	of	CHF	0.10	each.	Net	proceeds	 from	 the	capital	
increase	were	 approximately	 CHF	 15.6	 billion.	 Refer	 to	
“Note	 26	 Capital	 increases	 and	 mandatory	 convertible	
notes”	in	the	financial	statements	of	this	report	for	more	
information.

–	 On	20	May	2008,	UBS	completed	the	sale	of	a	portfolio	
of	US	residential	mortgagebacked	securities	(RMBSs)	for	
proceeds	 of	 USD	 15	 billion	 to	 the	 RMBS	Opportunities	
Master	Fund,	LP,	a	thirdparty	entity	managed	by	Black-
Rock,	Inc.	The	portfolio	had	a	notional	value	of	approxi-
mately	USD	22	billion	and	comprised	primarily	AltA	and	
subprime	related	assets.	The	fund	was	capitalized	with	
approximately	USD	3.75	billion	in	equity	raised	by	Black-
Rock	from	thirdparty	investors	and	an	eightyear	amor-
tizing	USD	11.25	billion	senior	secured	loan	provided	by	
UBS	(balance	at	yearend	2008	was	USD	9.2	billion).

–	 As	announced	on	16	October	2008,	the	Swiss	National	
Bank	(SNB)	and	UBS	have	reached	an	agreement	to	trans-
fer,	in	one	or	more	sales,	up	to	USD	60	billion	of	illiquid	
and	other	positions	from	UBS’s	balance	sheet	to	a	sepa-

Measurement and analysis of performance

rate	fund	entity	controlled	and	owned	by	the	SNB.	The	
size	 of	 the	 transaction	 has	 since	 been	 reduced	 to	USD	
38.6	billion.	 This	 transaction	 allowed	UBS	 to	 reduce	 its	
exposure	to	certain	asset	classes	and	potential	associated	
losses.	In	parallel,	UBS	placed	CHF	6	billion	of	MCNs	with	
the	Swiss	Confederation	on	9	December	2008.	The	over-
all	 impact	on	UBS’s	income	statement	of	the	SNB	trans
action	 and	 the	placement	 of	 the	MCNs	with	 the	 Swiss	
Confederation	was	a	net	charge	of	CHF	4.5	billion.	This	
reflects	a	net	loss	arising	from	the	acquisition	of	the		equity	
purchase	option,	a	loss	arising	from	valuation	differences	
determined	to	date	on	securities	sold	or	to	be	sold	to	the	
SNB	 StabFund,	 losses	 on	 hedges	 that	 were	 subject	 to	
trading	restrictions	as	a	result	of	the	SNB	transaction,	and	
the	 impact	of	 the	contingent	 issuance	of	UBS	shares	 in	
connection	with	 the	 transaction.	 The	 fair	 valuation	 im-
pact	of	the	issuance	of	the	MCNs,	as	described	in	“Note	
26	Capital	increases	and	mandatory	convertible	notes”	in	
the	financial	statements	of	this	report,	is	also	included	in	
this	total.

–	 In	 2008,	 the	 Investment	Bank	 recorded	 a	gain	on	own	
credit	from	financial	liabilities	designated	at	fair	value	of	
CHF	2,032	million,	resulting	from	the	widening	of	UBS’s	
credit	 spread,	which	was	partly	offset	by	 the	effects	of	
redemptions	 and	 repurchases	 of	 such	 liabilities.	 The	
	cumulative	 own	 credit	 balance	 for	 such	 debt	 held	 at	
31	December	2008	amounts	to	CHF	2,953	million.	Refer	
to	“Note	27	Fair	value	of	financial	instruments”	in	the	fi-
nancial	 statements	 of	 this	 report	 for	more	 information.	
Financial	 liabilities	 designated	 at	 fair	 value	 are	 liabilities	
for	which	UBS	applied	the	option	granted	by	IFRS	to	fair	
value	them	through	profit	or	 loss,	predominately	 issued	
structured	products.	The	gain	reflects	an	increase	in	the	
difference	between	 the	market	 value	of	UBS’s	debt	 ac-
counted	for	under	the	fair	value	option	(which	is		presented	
on	the	balance	sheet	line	“Financial	liabilities	designated	
at	fair	value”)	and	the	amount	it	would	cost	UBS	to	issue	
this	debt	at	current	market	terms.	As	a		general	rule,	the	
market	value	of	UBS’s	outstanding	debt	de	creases	if	UBS’s	
own	 credit	 spread	widens	 and	 increases	 if	 UBS’s	 credit	
spread	tightens.	Therefore,	if	UBS’s	credit	spread	were	to	
tighten	again	in	the	future,	the	market	value	of	UBS’s	out-
standing	fair	valued	debt	would	increase	accordingly,	re-
sulting	in	the	reversal	of	some	or	all	of	the	gains	on	own	
credit	recorded	so	far,	unless	UBS	redeems	own	debt	be-
fore	maturity.

–	 Following	the	auction	rate	securities	(ARS)	settlement	in	
August	2008,	Wealth	Management	US		recorded	losses	of	
CHF	1,636	million,	of	which	CHF	1,464	million	were	in-
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cluded	in	general	and	administrative	expenses,	and	CHF	
172	million	were	recognized	as	trading	losses.	Under	the	
ARS	settlement,	Wealth	Management	US	agreed	to	pur-
chase	ARS	 from	clients	at	 their	par	 value.	Up	 to	 fourth	
quarter	2008,	the	ARS	settlement	 liability	represented	a	
provision.	The	liability	was	reclassified	from	provisions	to	
negative	 replacement	 values	 in	 fourth	 quarter	 2008,	
when	ARS	settlement	rights,	which	are	treated	as	deriva-
tive	instruments,	were	issued	to	and	accepted	by	clients.	
Losses	 incurred	 postreclassification	 represented	 trading	
losses.

–	 As	announced	on	18	February	2009,	UBS	settled	the	US	
crossborder	case	with	the	US	Department	of	Justice	(DOJ)	
and	the	US	Securities	and	Exchange	Commission	(SEC),	by	
entering	into	a	deferred	prosecution	agreement	with	the	
DOJ	and	a	consent	order	with	the	SEC.	As	part	of	these	
settlement	agreements,	UBS	agreed	to	pay	an	amount	of	
CHF	917	million	 (USD	780	million)	 to	 the	United	States.	
Refer	 to	 the	 “Settlement	 regarding	 the	 US	 crossborder	
case”	sidebar	in	the	“Wealth	Management	International	&	
Switzerland”	section	of	this	report	for	more	information.

–	 UBS	recognized	an	income	tax	benefit	of	CHF	6,837	mil-
lion	in	2008,	which	mainly	reflects	the	CHF	6,126	million	
impact	from	the	recognition	of	incremental	deferred	tax	
	assets	on	available	 tax	 losses.	 The	 incremental	deferred	
tax	assets	relate	mainly	to	Swiss	tax	losses	incurred	during	
2008	(primarily	due	to	the	writedown	of	investments	in	
US	 subsidiaries)	 but	 was	 reduced	 by	 a	 decrease	 in	 the	
	deferred	tax	assets	recognized	for	US	tax	losses.	Refer	to	
“Note	 22	 Income	 taxes”	 in	 the	 financial	 statements	 of	
this	report	for	more	information.

Discontinued operations

As	discontinued	activities	are	no	longer	relevant	to	the	man-
agement	of	the	company,	UBS	does	not	consider	them	to	be	
indicative	of	 its	 future	potential	performance	and	they	are	
therefore	 not	 included	 in	 its	 business	 planning	 decisions.	
This	assists	in	comparing	UBS’s	performance	against	that	of	
its	peers,	and	in	the	estimation	of	future	results.	In	the	last	
three	years,	one	such	item	had	a	significant	impact	on	UBS’s	
consolidated	financial	statements:	On	23	March	2006,	UBS	
sold	 its	 55.6%	 stake	 in	MotorColumbus	 to	 a	 consortium	
representing	Atel’s	 Swiss	minority	 shareholders,	 EOS	Hold-
ing,	Atel	and	French	utility	Electricité	de	France	(EDF)	for	a	
sale	price	of	approximately	CHF	1,295	million,	leading	to	an	
aftertax	gain	on	sale	of	CHF	387	million.

Seasonal characteristics

The	main	businesses	of	UBS	do	not	generally	show	signifi-
cant	seasonal	patterns,	although	the	Investment	Bank’s	rev-
enues	 have	 been	 affected	 in	 some	 years	 by	 the	 seasonal	
characteristics	of	general	financial	market	activity	and	deal	

flows	 in	 investment	 banking.	 Other	 business	 divisions	 are	
only	slightly	impacted	by	seasonal	components,	such	as	as-
set	 withdrawals	 that	 tend	 to	 occur	 in	 fourth	 quarter	 and	
lower	client	activity	levels	related	to	the	endofyear	holiday	
season.

Performance measures

Key	performance	indicators	(2008)
Until	 the	 end	 of	 2008,	 UBS	 consistently	 assessed	 its	 per
formance	against	indicators	designed	to	measure	the	deliv-
ery	(on	average	and	through	periods	of	varying	market	con-
ditions)	 of	 returns	 to	 its	 shareholders.	At	 the	Group	 level,	
these	 indicators	were:	 aftertax	 return	 on	 equity;	 net	 new	
money;	diluted	earnings	per	 share	 (EPS);	 and	cost	/	income	
ratio.	 Business	 division	 key	 performance	 indicators	 (KPIs)	
were	also	used	for	internal	performance	measurement	and	
planning	as	well	as	external	reporting.

➔	A new key performance indicator framework was intro- 

duced in first quarter 2009 and will be used to measure 

performance in 2009 and forward. Refer to the “Key 

performance indicators: 2009 and beyond” sidebar in the 

“Strategy and structure” section of this report for more 

information

Client	/	invested	assets	reporting
UBS	reports	two	distinct	metrics	for	client	funds:
– Client assets	are	all	client	assets	managed	by	or	deposited	
with	UBS,	 including	custodyonly	assets	and	assets	held	
for	purely	transactional	purposes.

– Invested assets	is	a	more	restrictive	term	and	includes	all	
client	assets	managed	by	or	deposited	with	UBS	for	 in-
vestment	purposes.
Of	the	two,	invested	assets	is	the	central	measure	for	UBS	

and	includes,	for	example,	discretionary	and	advisory	wealth	
management	portfolios,	managed	institutional	assets,	man-
aged	fund	assets	and	wealth	management	securities	or	bro-
kerage	accounts.	It	excludes	all	assets	held	for	purely	trans-
actional	and	custodyonly	purposes	as	UBS	only	administers	
the	assets	 and	does	not	offer	 advice	on	how	 these	assets	
should	be	 invested.	Nonbankable	assets	 (for	 example,	 art	
collections)	and	deposits	from	thirdparty	banks	for	funding	
or	trading	purposes	are	excluded	from	both	measures.
Net	new	money	in	a	reported	period	is	the	net	amount	

of	 invested	 assets	 that	 are	 entrusted	 to	 UBS	 by	 new	 and	
	existing	clients	less	those	withdrawn	by	existing	clients	and	
	clients	who	terminate	their	relationship	with	UBS.	Negative	
net	new	money	means	 that	 there	are	more	outflows	 than	
inflows.	 Interest	and	dividend	 income	from	invested	assets	
is	not	counted	as	net	new	money	 inflow.	Market	and	cur-
rency	movements	as	well	as	fees,	commissions	and	interest	
on	loans	charged	are	excluded	from	net	new	money,	as	are	
the	effects	resulting	from	any	acquisition	or	divestment	of	a	
UBS	subsidiary	or	business.	Reclassifications	between	invest-
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ed	 	assets	 and	 client	 assets	 as	 a	 result	 of	 a	 change	 in	 the	
	service	level	delivered	are	treated	as	net	new	money	inflow	
or	outflow.
When	products	are	managed	in	one	business	division	and	

sold	in	another,	they	are	counted	in	both	the	investment	man-
agement	unit	and	the	distribution	unit.	This	results	in	double	
counting	within	UBS’s	total	invested	assets	as	both	units	pro-
vide	an	independent	service	to	their	respective		client,	add	val-
ue	and	generate	revenues.	Most	double	counting	arises	where	

mutual	funds	are	managed	by	the	Global	Asset	Management	
business	division	and	sold	by	Global	Wealth	Management	&	
Business	Banking.	Both	businesses	involved	count	these	funds	
as	invested	assets.	This	approach	is	in	line	with	both	finance	
industry	practices	 and	UBS’s	open	architecture	 strategy	and	
allows	the	firm	to	accurately	reflect	the	performance	of	each	
individual	business.	Overall,	CHF	273	billion	of	invested	assets	
were	double	counted	in	2008	(CHF	392	billion	in	2007).

Business division / business unit key performance indicators (2008)

Business Key performance indicators Definition

Business divisions and business units  
(excluding Corporate Center)

Cost / income ratio (%) Total operating expenses / total operating income 
before credit loss (expense)/recovery

Return on attributed equity (%) Performance before tax / average attributed equity

Wealth and asset management businesses and  
Business Banking Switzerland

Invested assets (CHF billion) Client assets managed by or deposited with UBS for 
investment purposes only (for further details please 
see “Client / invested assets reporting”)

Net new money (CHF billion) Inflow of invested assets from new clients 
+ inflows from existing clients  
– outflows from existing clients  
– outflows due to client defection

Wealth and asset management businesses Gross margin on invested assets (bps) Total operating income before credit loss  
(expense)/recovery / average invested assets

Wealth Management International & Switzerland Client advisors Expressed in full-time equivalents

Revenues per advisor (CHF thousand) Total operating income before credit loss  
(expense)/recovery / average number of client 
advisors

Net new money per advisor (CHF thousand) Net new money / average number of client advisors

Invested assets per advisor (CHF thousand) Average invested assets / average number of  
client advisors

Wealth Management US Recurring income (CHF million) Interest, asset-based revenues for portfolio 
management and account-based, distribution and 
advisory fees (as opposed to transactional revenues)

Revenues per advisor (CHF thousand) Total operating income before credit loss  
(expense)/recovery / average number of financial 
advisors

Net new money per advisor (CHF thousand) Net new money / average number of financial 
advisors

Invested assets per advisor (CHF thousand) Average invested assets / average number of 
financial advisors

Business Banking Switzerland Impaired lending portfolio as a % of total  
lending portfolio, gross

Impaired lending portfolio, gross / total lending 
portfolio, gross

Investment Bank Compensation ratio (%) Personnel expenses / total operating income before 
credit loss (expense)/recovery

Impaired lending portfolio as a % of total  
lending portfolio, gross

Impaired lending portfolio, gross / total lending 
portfolio, gross

Average regulatory VaR (10-day, 99% confidence, 
based on 5 years of historical data)

Value at Risk (VaR) expresses maximum potential 
loss measured to a 99% confidence level, over  
a 10-day time horizon and based on 5 years of 
historical data
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UBS reporting structure in 2008

Wealth Management 
International & Switzerland

Wealth Management US

Business Banking Switzerland

Global Wealth Management & 
Business Banking

Global Asset Management Investment Bank Corporate Center

Private Equity

Industriebeteiligungen

1FP002_e

Changes to reporting structure and  
presentation in 2008

Industrial	Holdings	reported	in	the	Corporate	Center
As	UBS	has	continuously	reduced	its	private	equity	business	
in	Industrial	Holdings	over	the	last	three	years	to	a	very	low	
level,	it	was	decided	to	report	these	activities	under	the	Cor-
porate	Center	from	2008	onwards.

Exiting	of	the	municipal	securities	business	by	the	
	Investment	Bank
In	June	2008,	UBS	announced	the	closure	of	its	Investment	
Bank’s	 institutional	municipal	 securities	business.	 This	hap-

pened	with	immediate	effect	and	the	retail	operations	of	the	
municipal	 securities	 business,	 including	 secondary	 market	
activities,	 were	 transferred	 to	Wealth	Management	 US.	 A	
goodwill	impairment	charge	of	CHF	341	million	was	record-
ed	in	second	quarter	2008	in	relation	to	the	exiting	of	this	
business	and	was	attributed	to	the	Investment	Bank.

Exiting	of	certain	commodities	businesses	by	the	
	Investment	Bank
In	October	2008,	UBS	announced	that	the	Investment	Bank	
would	exit	the	commodities	business,	with	the	exception	of	
precious	metals.	This	resulted	in	an	expense	of	CHF	133	mil-
lion	in	fourth	quarter	2008.

UBS reporting structure

Changes	to	the	reporting	structure	in	2009

Wealth Management & Swiss Bank 
and Wealth Management Americas
On	10	February	2009,	UBS	announced	
with	immediate	effect	the	split	of	
Global	Wealth	Management	&	
Business	Banking	into	two	divisions:	
Wealth	Management	&	Swiss	Bank	
and	Wealth	Management	Americas.	
UBS	will	start	reporting	results	based	
on	this	new	structure	with	the	first	
quarter	2009	results.

Investment Bank
As	announced	on	3	October	2008	and	
reiterated	on	10	February	2009,	the	
Investment	Bank	is	being	repositioned	
to	focus	on	its	core	franchises.	The	
fixed	income,	currencies	and	com-
modities	(FICC)	business	unit	of	the	
Investment	Bank	has	exited	several	
businesses	including	institutional	
municipal	securities,	proprietary	
trading,	commodities	(excluding	

precious	metals,	exchangetraded	
derivatives	and	indices)	and	real	estate	
and	securitization	activities,	as	well	
as	exotic	structured	products.	The	
internal	organization	of	the	FICC	
business	unit	has	changed	to	reflect	
this	repositioning,	but	these	changes	
are	not	expected	to	have	an	immedi-
ate	impact	on	the	Investment	Bank’s	
or	UBS’s	reporting	structure.
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Accounting changes

Restatements made to the financial statements 2008

This	 Annual	 Report	 2008,	 including	UBS’s	Group	 financial	
statements	and	other	information,	replaces	the	Annual	Re-
port	2008	issued	and	filed	with	the	US	SEC	on	Form	20F	on	
11	March	2009.
UBS	has	restated	its	2008	Group	financial	statements	to	

correct	 identified	 accounting	 errors	 related	 to	 the	 2008	
Group	financial	 statements	 included	 in	 the	Annual	 Report	
2008	issued	on	11	March	2009.	These	errors	are	not	mate-
rial	to	the	annual	or	quarterly	2008	financial	statements,	but	
related	corrections	would	have	been	material	to	first	quarter	
2009	financial	statements.	The	restatement	comprises	three	
items	in	excess	of	CHF	100	million	as	follows:	increase	in	fair	
value	 of	 auction	 rate	 securities	 purchase	 commitments	 at	
31	December	2008	(charge	to	net	trading	income	of	Wealth	
Management	US	of	CHF	112	million),	calculation	of	interest	
income	based	on	the	effective	interest	rate	method	for	as-
sets	 reclassified	 from	“heldfortrading”	 to	 “loans	 and	 re-
ceivables”	in	fourth	quarter	2008	(reduction	of	the	interest	
income	of	the	Investment	Bank	by	CHF	180	million),	realiza-
tion	of	a	foreign	currency	translation	loss	deferred	in	share-
holders’	equity	due	to	the	partial	disposals	of	an	investment	
in	 a	 consolidated	 investment	 fund	 (reduction	 of	 other	 in-
come	of	Corporate	Center	by	CHF	192	million).	In	addition,	
a	number	of	misstatements,	individually	below	CHF	65	mil-
lion,	were	adjusted	resulting	in	an	increase	of	net	profit	at-
tributable	to	UBS	shareholders	by	CHF	79	million.
The	 total	 net	 impact	 of	 all	 restated	 items	 on	 the	 2008	

	results	was	a	reduction	of	net	profit	and	net	profit	attribut-
able	to	UBS	shareholders	of	CHF	405	million,	and	a	reduc-
tion	of	equity	and	equity	attributable	 to	UBS	 shareholders	
of	CHF	269	million.	The	BIS	tier	1	capital	decreased	by	CHF	
217	 million,	 the	 BIS	 total	 ratio	 decreased	 by	 0.1%	 and	
the	 BIS	 tier	 1	 ratio	 was	 not	 affected	 by	 the	 restatement.	
2008	quarterly	net	profits	attributable	to	UBS	shareholders	
were	reduced	by	the	following	amounts:	CHF	82	million	in	
the	first	quarter,	CHF	37	million	in	the	second	quarter,	CHF	
13	million	 in	 the	 third	quarter	and	CHF	273	million	 in	 the	
fourth	quarter.

Share-based payments: revisions to International 
Financial Reporting Standard 2

UBS	adopted	amended	IFRS	2	on	1	January	2008.	As	a		result,	
from	1	January	2008,	UBS’s	sharebased	awards	that	are	not	
generally	forfeited	upon	the	employee	 leaving	UBS	are	ex-
pensed	 in	 the	 performance	 year.	 In	 contrast,	 sharebased	
awards	 featuring	 stringent	 forfeiture	 rules	 are	 amortized	

over	the	shorter	of	the	legal	vesting	period	and	the	period	
from	grant	through	to	the	retirement	eligibility	date	of	the	
employee.
UBS	 has	 fully	 restated	 the	 two	 prior	 years	 (2006	 and	

2007),	 with	 net	 profit	 attributable	 to	 UBS	 shareholders	
	declining	by	CHF	863	million	in	2007	and	declining	by	CHF	
730	million	in	2006.	The	net	 increase	in	compensation	ex-
pense	was	CHF	797	million	for	2007	and	CHF	516	million	for	
2006,	mainly	affecting	the	Investment	Bank.	Refer	to	“Note	
1	Summary	of	significant	accounting	policies”	in	the	finan-
cial	statements	of	this	report	for	more	information.

Recognition of a defined benefit asset for the  
Swiss pension plan

In	 third	 quarter	 2008,	 UBS	 concluded	 that	 it	 meets	 the	
	requirements	of	IAS	19	Employee Benefits	for	recognizing	a	
defined	benefit	asset	associated	with	its	Swiss	pension	plan.	
Prior	 to	 this,	 it	 had	been	UBS	policy	 to	disclose	only	 this	
amount	in	“Note	30	Pension	and	other	postemployment	
	benefit	plans”	in	the	financial	statements	of	UBS’s	annual	
reports.	UBS	concluded	that	recognition	of	an	asset	should	
also	 consider	 unrecognized	 net	 actuarial	 losses	 and	 past	
	service	cost	as	permitted	by	IAS	19	as	this	results	in	a	better	
reflection	 of	 the	 corridor	 approach.	 At	 the	 end	 of	 third	
quarter	 2008,	 the	 measurement	 of	 the	 defined	 benefit	
	asset	 	represented	 the	 total	 cumulative	 unrecognized	 net	
actuarial	losses	plus	unrecognized	past	service	cost	plus	the	
present	value	of	economic	benefits	available	in	the	form	of	
refunds	of	the	plan	or	reductions	in	future	contributions	to	
the	plan.
The	change	in	accounting	policy	resulted	in	the	following	

effects	on	 the	balance	 sheet	 for	30	September	2008,	 the	
date	on	which	the	change	in	policy	occurred,	31	December	
2007	and	31	December	2006:	an	increase	of	approximately	
CHF	2.1	billion	in	other	assets,	an	increase	of	approximately	
CHF	0.5	billion	in	deferred	tax	liabilities	and	an	increase	of	
approximately	CHF	1.6	billion	in	retained	earnings.	Refer	to	
“Note	1	Summary	of	significant	accounting	policies”	in	the	
financial	 statements	 and	 the	 “Capital	management”	 sec-
tion	of	this	report	for	more	information.

IAS 39 Reclassification of financial instruments

The	markets	for	many	financial	instruments	began	to	dry	up	
in	2007	and	many	instruments	that	previously	traded	in	ac-
tive	and	liquid	markets	ceased	to	trade	actively	by	mid2008.	
In	an	effort	to	address	accounting	concerns	arising	from	the	
global	 credit	 crisis,	 the	 International	Accounting	Standards	
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Board	published	an	amendment	to	International	Accounting	
Standard	39	(IAS	39	Financial Instruments: Recognition and 
Measurement)	on	13	October	2008.
Although	the	amendment	could	have	been	applied	retro-

spectively	from	1	July	2008,	UBS	decided	at	the	end	of	Octo-
ber	2008	to	apply	the	amendment	prospectively	with	effect	
from	1	October	2008	following	an	assessment	of	the	impli-
cations	on	its	financial	statements.
Subject	 to	 certain	 conditions	 being	 met,	 the	 amend-

ments	to	IAS	39	permit	financial	assets	to	be	reclassified	out	
of	the	“held	for	trading”	category	if	the	firm	has	the	intent	
and	ability	to	hold	them	for	the	foreseeable	future	or	until	
maturity.	 Eligible	 assets	may	 be	 reclassified	 to	 the	 “loans	
and	 	receivables”	 category,	 carried	 at	 amortized	 cost	 less	
	impairment,	or	the	“availableforsale”	category,	carried	at	
fair	 value	 through	 equity,	 with	 impairment	 recognized	 in	
profit	or	loss.	Assets	designated	at	fair	value	through	profit	
or	 loss	 (“fair	 value	 option”)	 and	 derivatives	 may	 not	 be	
	reclassified.
Effective	1	October	2008,	UBS	reclassified	eligible	assets	

which	 it	 intends	to	hold	for	 the	foreseeable	future	with	a	
fair	value	of	CHF	17.6	billion	on	that	date	from	“held	for	
trading”	to	the	“loans	and	receivables”	category.	 In	addi-

tion,	 student	 loan	auction	 rate	securities	 (ARS)	with	a	 fair	
value	of	CHF	8.4	billion	have	been	reclassified	as	of	31	De-
cember	2008.	In	fourth	quarter	2008,	an	impairment	charge	
of	CHF	1.3	billion	was	recognized	as	credit	loss	expense	on	
reclassified	financial	instruments.	If	reclassification	had	not	
occurred,	the	impairment	charge	would	not	have	been	rec-
ognized	but	 a	 trading	 loss	of	CHF	4.8	billion	would	have	
been	recorded	in	UBS’s	fourth	quarter	income	statement.	In	
the	fourth	quarter,	the	operating	profit	before	taxes	would	
have	been	CHF	3.6	billion	 lower	 if	the	reclassification	had	
not	occurred.	Refer	to	“Note	29	Measurement	categories	of	
financial	assets	and	liabilities”	in	the	financial	statements	of	
this	 report	 for	more	 information	on	 the	 reclassification	of	
financial	assets	in	2008.

Discontinuation of the adjusted expected  
credit loss concept

In	first	quarter	2008,	UBS	ceased	using	the	adjusted	expected	
credit	loss	concept	in	its	internal	management	reporting	and	
began	to	book,	in	line	with	IFRS,	actual	credit	losses		(recoveries)	
instead.	 Prior	 year	 results	 have	 been	 restated.	 This	 change	
had	no	impact	on	the	Group’s	overall	net	profit.

Accounting	changes	in	2009

IFRS 8 Operating Segments
The	new	standard	on	segment	
reporting,	IFRS	8	Operating Segments,	
came	into	force	on	1	January	2009	
and	replaced	IAS	14	Segment 
Reporting.	The	external	segmental	
reporting	is	based	on	internal	report-
ing	within	UBS	to	the	Group	Executive	
Board	(or,	the	“chief	operating	de 
cision	maker”)	which	makes	decisions	
on	the	allocation	of	resources	and	
assesses	the	performance	of	the	
reportable	segments.	Based	on	the	
new	UBS	structure	which	was	
announced	on	10	February	2009	and	
following	IFRS	8	guidance,	UBS	will	
show	in	2009	four	reportable	seg-
ments.	The	business	divisions	Wealth	
Management	&	Swiss	Bank,	Wealth	

Management	Americas,	Global	Asset	
Management	and	the	Investment	
Bank	represent	one	reportable	
segment	each.	The	Corporate	Center,	
which	does	not	meet	the	requirements	
of	an	operating	segment,	will	also	
be	shown	separately.	In	addition,	the	
new	standard	requires	UBS	to	provide	
descriptive	information	about	the	
types	of	products	and	services	from	
which	each	reportable	segment	
derives	its	revenue.	As	UBS’s	report-
able	segment	operations	are	mainly	
financial,	the	total	interest	income	and	
expense	for	all	reportable	segments	
will	be	presented	on	a	net	basis.	
Based	on	the	present	arrangement	
of	revenuesharing	agreements,	the	
intersegment	revenue	for	UBS	is	

unlikely	to	be	material.	Going	forward,	
the	segment	assets	and	segment	
liabilities	will	be	disclosed	without	the	
intercompany	balances	and	this	basis	
is	in	line	with	the	internal	reporting.	
An	explanation	of	the	basis	on	which	
the	segment	information	is	prepared,	
and	reconciliations	to	the	amounts	
presented	in	the	statement	of	com 
prehensive	income	and	the	statement	
of	financial	position	are	also	required	
by	the	new	standard.	UBS	will	be	
providing	geographical	information	
about	total	operating	income	and	total	
noncurrent	assets	based	on	the	
following	new	geographical	break-
down:	Switzerland,	UK,	Rest	of	
Europe,	USA,	Asia	Pacific	and	Rest	of	
the	World.
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Key performance indicators

For the year ended

31.12.08 31.12.07 31.12.06

Return on equity (RoE) (%) 1 (58.7) (10.9) 25.7

RoE from continuing operations (%) 1 (59.1) (11.7) 23.9

Diluted earnings per share (EPS) (CHF) 2 (7.69) (2.43) 4.99

Diluted EPS from continuing operations (CHF) 2 (7.75) (2.61) 4.64

Cost / income ratio (%) 3 753.0 111.0 70.5

Net new money (CHF billion) 4 (226.0) 140.6 151.7

1 Net profit attributable to UBS shareholders / average equity attributable to UBS shareholders less distributions (where applicable).  2 Refer to “Note 8 Earnings per share (EPS) and shares outstanding” in 
the financial statements of this report for more information on EPS calculation.  3 Operating expenses / operating income before credit loss expense or recovery.  4 Excludes interest and dividend income.

Key performance indicators

Until	 the	 end	 of	 2008,	 UBS	 focused	 on	 four	 key	 perfor-
mance	 indicators:	 return	 on	 equity,	 diluted	 earnings	 per	
share,	cost	/	income	ratio	and	net	new	money.	These	indica-

tors	 are	 designed	 to	monitor	 the	 returns	 UBS	 delivers	 to	
shareholders	and	are	calculated	using	results	from	continu-
ing	operations.
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Net new money 1

For the year ended

CHF billion 31.12.08 31.12.07 31.12.06

Wealth Management International & Switzerland (101.0) 125.1 97.6

Wealth Management US (10.6) 26.6 15.7

Business Banking Switzerland (11.4) 4.6 1.2

Global Wealth Management & Business Banking (123.0) 156.3 114.5

Institutional (55.6) (16.3) 29.8

Wholesale intermediary (47.4) 0.6 7.4

Global Asset Management (103.0) (15.7) 37.2

UBS (226.0) 140.6 151.7

1 Excludes interest and dividend income. 

Invested assets

As of % change from

CHF billion 31.12.08 31.12.07 31.12.06 31.12.07

Wealth Management International & Switzerland 870 1,294 1,138 (33)

Wealth Management US 600 840 824 (29)

Business Banking Switzerland 129 164 161 (21)

Global Wealth Management & Business Banking 1,599 2,298 2,123 (30)

Institutional 335 522 519 (36)

Wholesale intermediary 240 369 347 (35)

Global Asset Management 575 891 866 (35)

UBS 2,174 3,189 2,989 (32)

2008

The	key	performance	indicators	show:
– return on equity	from	continuing	operations	for	fullyear	
2008	at	negative	59.1%,	down	from	negative	11.7%	in	
2007.	 The	 profits	 recorded	 by	 UBS’s	 wealth	 and	 asset	
management	businesses	were	more	than	offset	by	sub-
stantial	losses	in	the	Investment	Bank.

– negative	diluted earnings per share	from	continuing	op-
erations	of	CHF	7.75,	compared	with	negative	CHF	2.61	
in	2007.

– a cost / income ratio	of	753.0%,	compared	with	111.0%	
a	year	ago.

– net new money	at	negative	CHF	226.0	billion,	down	from	
positive	CHF	140.6	billion	in	2007.	Net	new	money	out-
flows	were	most	pronounced	in	the	Global	Wealth	Man-
agement	&	Business	Banking	division,	which	recorded	to-
tal	net	new	money	outflows	of	CHF	123.0	billion.	Wealth	

Management	International	&	Switzerland	contributed	to	
the	majority	of	this	total	with	net	outflows	of	CHF	101.0	
billion,	the	most	significant	outflows	occurring	in	the	Lat-
in	America,	Mediterranean,	Middle	East	&	Africa	regions.	
Wealth	Management	US	 reported	net	new	money	out-
flows	of	CHF	10.6	billion,	mainly	due	to	net	outflows	in	
the	second	and	third	quarters.	The	Swiss	retail	business	
recorded	net	new	money	outflows	of	CHF	11.4	billion.	
Global	Asset	Management	saw	total	net	outflows	of	CHF	
103.0	billion.	Of	this,	outflows	in	institutional	were	CHF	
55.6	billion	and	occurred	primarily	via	thirdparty	distribu-
tion	channels.	Institutional	net	outflows	were	observed	in	
all	categories	except	money	market	funds,	infrastructure	
and	real	estate.	Wholesale	intermediary	had	total	net	out-
flows	 of	 CHF	 47.4	 billion,	 reflecting	 higher	 outflows	
mainly	in	multiasset,	equities	and	fixed	income.	Approxi-
mately	threefourths	of	the	wholesale	 intermediary	out-
flows	were	through	UBS	distribution	channels.
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New	key	performance	indicator	framework

A	new	key	performance	indicator	(KPI)	
framework	was	introduced	in	first	
quarter	2009	and	will	be	used	to	

measure	performance	in	2009	and	
forward.	Refer	to	the	“Key	perfor-
mance	indicators:	2009	and	beyond”	

sidebar	in	the	“Strategy	and	structure”	
section	of	this	report	for	more	
information	on	UBS’s	new	KPIs.

2007

Key	performance	indicators	show:
– return on equity	from	continuing	operations	for	fullyear	
2007	at	negative	11.7%,	down	from	positive	23.9%	in	
2006.	The	strong	results	posted	by	UBS’s	wealth	and	asset	
management	businesses	were	more	than	offset	by	sub-
stantial	losses	in	the	Investment	Bank;

– negative	 diluted earnings per share	 from	 continuing	
	operations	of	CHF	2.61,	compared	with	positive	CHF	4.64	
in	2006;

– a cost / income ratio	of	111.0%,	compared	with	70.5%	in	
the	prior	year;

– net new money	at	CHF	140.6	billion,	down	from	a	record	
in	2006	of	CHF	151.7	billion.	The	decrease	was	mostly	
driven	 by	 fullyear	 outflows	 in	 Global	 Asset	 Manage-
ment,	mainly	in	institutional	which	had	net	new	money	
outflows	of	CHF	16.3	billion.	The	net	new	money	out-
flows	 in	 core	/	value	 equity	 mandates	 and,	 to	 a	 lesser	
	extent,	in	fixed	income	mandates	were	only	partly	offset	
by	 net	 new	money	 inflows	 into	 all	 other	 asset	 classes,	
particularly		alternative	and	quantitative	investments	and	
money	 market	 funds.	 Record	 net	 new	 money	 inflows	
were	seen	in	Wealth	Management	International	&	Swit-
zerland,	particularly	in	Europe	and	Asia	Pacific.	Net	new	
money	 inflows	 of	 CHF	 26.6	 billion	 in	 Wealth	 Mana
gement	 US	 reflected	 the	 recruitment	 of	 experienced	
	advisors	and	reduced	outflows	from	existing	clients.	The	
Swiss	retail	business	recorded	net	new	money	inflows	of	
CHF	4.6	billion.
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Income statement

As of or for the year ended % change from

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.07

Continuing operations

Interest income 65,679 109,112 87,401 (40)

Interest expense (59,687) (103,775) (80,880) (42)

Net interest income 5,992 5,337 6,521 12

Credit loss (expense) / recovery (2,996) (238) 156

Net interest income after credit loss expense 2,996 5,099 6,677 (41)

Net fee and commission income 22,929 30,634 25,456 (25)

Net trading income (25,820) (8,353) 13,743 (209)

Other income 692 4,341 1,608 (84)

Total operating income 796 31,721 47,484 (97)

Cash components 16,356 22,342 21,346 (27)

Share-based components (94) 3,173 2,685

Total personnel expenses 16,262 25,515 24,031 (36)

General and administrative expenses 10,498 8,429 7,942 25

Depreciation of property and equipment 1,241 1,243 1,244 0

Impairment of goodwill 341 0 0

Amortization of intangible assets 213 276 148 (23)

Total operating expenses 28,555 35,463 33,365 (19)

Operating profit from continuing operations before tax (27,758) (3,742) 14,119 (642)

Tax expense (6,837) 1,369 2,998

Net profit from continuing operations (20,922) (5,111) 11,121 (309)

Discontinued operations

Profit from discontinued operations before tax 198 145 888 37

Tax expense 1 (258) (11)

Net profit from discontinued operations 198 403 899 (51)

Net profit (20,724) (4,708) 12,020 (340)

Net profit attributable to minority interests 568 539 493 5

from continuing operations 520 539 390 (4)

from discontinued operations 48 0 103

Net profit attributable to UBS shareholders (21,292) (5,247) 11,527 (306)

from continuing operations (21,442) (5,650) 10,731 (280)

from discontinued operations 150 403 796 (63)

Earnings per share

Basic earnings per share (CHF) (7.69) (2.42) 5.19 (218)

from continuing operations (7.74) (2.61) 4.83 (197)

from discontinued operations 0.05 0.19 0.36 (74)

Diluted earnings per share (CHF) (7.69) (2.43) 4.99 (216)

from continuing operations (7.75) (2.61) 4.64 (197)

from discontinued operations 0.05 0.19 0.34 (74)

Additional information

Personnel (full-time equivalents) 1 77,783 83,560 78,140 (7)

1 Excludes personnel from private equity (part of the Corporate Center).

UBS results
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Net interest and trading income

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.06 31.12.07

Net interest income 5,992 5,337 6,521 12

Net trading income (25,820) (8,353) 13,743 (209)

Total net interest and trading income (19,828) (3,016) 20,264 (557)

Breakdown by businesses

Net income from trading businesses 1 (27,203) (10,658) 13,730 (155)

Net income from interest margin businesses 6,160 6,230 5,718 (1)

Net income from treasury activities and other 1,214 1,412 816 (14)

Total net interest and trading income (19,828) (3,016) 20,264 (557)

1 Includes lending activities of the Investment Bank.
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Results

2008	saw	the	unfolding	of	a	global	financial	crisis	that	af-
fected	UBS	deeply.	While	UBS’s	wealth	and	asset	manage-
ment	businesses	contributed	positively	to	UBS	results	despite	
extremely	 difficult	 conditions,	 losses	 on	 the	 Investment	
Bank’s	risk	positions	were	very	significant	and	led	to	an	over-
all	negative	result.
In	2008,	UBS	 reported	a	Group	net	 loss	attributable	 to	

UBS	shareholders	(“attributable	loss”)	of	CHF	21,292	million	
–	a	 loss	of	CHF	21,442	million	from	continuing	operations	
and	a	profit	of	CHF	150	million	 from	discontinued	opera-
tions.	 In	 2007,	 UBS	 recorded	 an	 attributable	 loss	 of	 CHF	
5,247	million.

Operating income

Total	operating	 income	was	CHF	796	million	 in	2008,	down	
from	CHF	31,721	million	in	2007.	Net interest income	at	CHF	
5,992	million	was	up	12%	compared	with	CHF	5,337	million	a	
year	earlier.	Net trading income	was	negative	CHF	25,820	mil-
lion,	sharply	down	from	negative	CHF	8,353	million	in	2007.
As	well	 as	 income	 from	 interest	marginbased	activities	

(loans	 and	 deposits),	 net	 interest	 income	 includes	 income	
earned	as	a	result	of	trading	activities	(for	example,	coupon	
and	dividend	income).	The	dividend	income	component	of	
interest	income	is	volatile	from	period	to	period,	depending	
on	the	composition	of	the	trading	portfolio.	In	order	to	pro-
vide	a	better	explanation	of	the	movements	in	net	interest	
income	and	net	trading	income,	their	total	is	analyzed	below	
under	the	relevant	business	activities.

Net	income	from	trading	businesses
Net	 income	 from	 trading	 businesses	 dropped	 to	 negative	
CHF	27,203	million	for	fullyear	2008.	This	compares	with	
income	 of	 negative	 CHF	 10,658	million	 in	 the	 prior	 year,	
with	the	decline	mainly	due	to	losses	on	disclosed	risk	con-

centrations	in	the	fixed	income,	currencies	and	commodities	
(FICC)	area	of	the	Investment	Bank	in	2008.
Within	 FICC,	 trading	 losses	 were	 experienced	 in	 difficult	

markets	marked	by	a	significant	 increase	 in	volatility	and	an	
extreme	 scarcity	 of	 liquidity	which	negatively	 affected	many	
trades	and	positions.	Real	estate	and	securitization,	and	credit	
and	proprietary	strategies	all	had	a	significant	negative	impact	
on	FICC	trading	revenues.	These	losses	obscured	good	results	
in	select	areas,	notably	foreign	exchange	and	money	markets,	
which	had	a	strong	year	with	revenues	up	from	2007.	Rates	
had	positive	revenues	but	were	down	from	the	prior	year.
Trading	 revenues	 from	 the	equities	business	were	down	

from	the	previous	year,	mainly	as	a	result	of	lower	revenues	in	
derivatives,	especially	in	Europe	and	Asia.	Equitylinked	saw	
negative	revenues	in	difficult	equity	and	credit	markets.	The	
exchangetraded	derivatives	business	was	up	as	it	benefited	
from	significant	volatility	in	the	market.	Prime	brokerage	ser-
vices	had	a	solid	performance	but	revenues	were	down	over-
all	from	2007	as	clients	deleveraged	their	positions.	Proprie-
tary	trading	contributed	a	limited	loss	for	the	year.
In	 2008,	 the	 Investment	 Bank	 recorded	 a	 gain	 on	 own	

credit	from	financial	liabilities	designated	at	fair	value	of	CHF	
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Credit loss (expense) / recovery

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.06 31.12.07

Global Wealth Management & Business Banking (421) 28 109

Investment Bank (1,246) (266) 47 368

Investment Bank – credit losses from reclassified financial instruments (1,329)

UBS (2,996) (238) 156

Net	fee	and	commission	income
Net	 fee	 and	 commission	 income	was	CHF	22,929	million,	
down	25%	from	CHF	30,634	million.	Income	declined	in	all	
major	fee	categories,	as	outlined	below:
–	 Underwriting	fees	fell	48%	to	CHF	1,957	million,	driven	
by	a	56%	decline	in	equity	underwriting	fees	and	a	31%	
decline	in	debt	underwriting	fees.

–	 Mergers	and	acquisitions	and	corporate	finance	fees	fell	
40%	to	CHF	1,662	million,	in	an	environment	of	reduced	
market	activity	and	lower	mandated	deal	volumes.

–	 Net	brokerage	fees	fell	16%	to	CHF	6,445	million,	mainly	
due	 to	 lower	 client	 transaction	 volumes	 in	 the	 wealth	
management	businesses	and	the	Investment	Bank’s	cash	
equities	and	Asian	equity	derivatives	business.

–	 Investment	fund	fees	fell	25%	to	CHF	5,583	million	due	
to	 lower	 assetbased	 fees	 from	 the	 asset	management	
and	wealth	management	businesses.

–	 Fiduciary	fees	increased	1%	to	CHF	301	million,	reflecting	
an	increase	in	business	volume.

–	 Custodian	fees	fell	12%	to	CHF	1,198	million,	mainly	due	
to	the	lower	asset	base.

–	 Portfolio	 and	 other	management	 and	 advisory	 fees	 fell	
21%	to	CHF	6,169	million	mainly	due	to	the	lower	asset	
base	in	the	wealth	management	businesses	and	reduced	
performance	fees	in	the	asset	management	business.

–	 Insurancerelated	and	other	 fees,	at	CHF	317	million	 in	
2008,	decreased	by	25%	from	a	year	earlier	mainly	due	
to	lower	commission	income	from	life	insurance	products	
at	Wealth	Management	US.

Other	income
Other	income	decreased	to	CHF	692	million	from	CHF	4,341	
million.	The	main	driver	for	this	change	was	UBS’s	sale	of	its	
20.7%	 stake	 in	 Julius	 Baer	 during	 second	 quarter	 2007,	
which	gave	rise	to	the	recognition	in	second	quarter	2007	of	
a	CHF	1,950	million	pretax	gain,	attributed	to	the	Corpo-
rate	Center.	2008	included	a	gain	of	CHF	168	million	from	
the	sale	of	a	stake	in	Adams	Street	Partners	in	the	third	quar-
ter	and	a	gain	of	CHF	360	million	on	the	sale	of	UBS’s	stake	
in	Bank	of	China	in	the	fourth	quarter,	partly	offset	by	losses	
of	CHF	192	million	due	to	currency	translation	differences	on	
partial	disposals	of	an	 investment	 in	a	consolidated	 invest-
ment	fund.

2,032	million,	 resulting	 from	 the	widening	 of	 UBS’s	 credit	
spread,	which	was	partly	offset	by	the	effects	of	redemptions	
and	repurchases	of	such	liabilities.	Refer	to	“Note	27	Fair	val-
ue	 of	 financial	 instruments”	 in	 the	 financial	 statements	 of	
this	 report	 for	 more	 information.	 In	 2007,	 the	 Investment	
Bank	recorded	a	gain	of	CHF	659	million	on	own	credit.

Net	income	from	interest	margin	businesses
Net	income	from	interest	margin	businesses	decreased	1%	
to	CHF	6,160	million	from	CHF	6,230	million.	This	slight	de-
crease	was	primarily	due	to	lower	income	from	mortgages.

Net	income	from	treasury	activities	and	other
Net	income	from	treasury	activities	and	other	was	CHF	1,214	
million	 compared	with	CHF	1,412	million.	Gains	 from	 the	
accounting	treatment	of	the	MCNs	issued	on	5	March	2008	
and	9	December	2008	were	offset	by	negative	income	from	
the	transaction	with	the	SNB.

Credit	loss	expense
A	credit	loss	expense	of	CHF	2,996	million	was	recorded	in	
fullyear	2008,	compared	with	a	credit	loss	expense	of	CHF	
238	million	in	fullyear	2007.	The	difference	mainly	reflects	
impairment	charges	taken	on	reclassified	financial	assets	in	
fourth	quarter	2008	and	a	further	deterioration	of	the	credit	
environment.
Net	credit	loss	expense	at	Global	Wealth	Management	&	

Business	 Banking	 amounted	 to	 CHF	 421	 million	 in	 2008	
compared	with	a	net	credit	loss	recovery	of	CHF	28	million	in	
2007.	This	result	was	mainly	due	to	provisions	made	for	lom-
bard	 loans	 in	2008,	 particularly	 in	 the	 fourth	quarter.	 The	
Investment	Bank	recorded	a	net	credit	loss	expense	of	CHF	
2,575	million	in	2008,	compared	with	a	net	credit	 loss	ex-
pense	of	CHF	266	million	in	2007.	This	increase	mainly	re-
flects	impairment	charges	taken	on	reclassified	instruments	
in	fourth	quarter	2008,	of	which	the	majority	was	related	to	
leveraged	finance	commitments.

➔	Refer to the “Risk management and control” section of 

this report for more information on UBS’s risk management 

approach, method of credit risk measurement and the 

development of credit risk exposures
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Net fee and commission income

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.06 31.12.07

Equity underwriting fees 1,138 2,564 1,834 (56)

Debt underwriting fees 818 1,178 1,279 (31)

Total underwriting fees 1,957 3,742 3,113 (48)

Mergers and acquisitions and corporate finance fees 1,662 2,768 1,852 (40)

Brokerage fees 8,355 10,281 8,053 (19)

Investment fund fees 5,583 7,422 5,858 (25)

Fiduciary fees 301 297 252 1

Custodian fees 1,198 1,367 1,266 (12)

Portfolio and other management and advisory fees 6,169 7,790 6,622 (21)

Insurance-related and other fees 317 423 449 (25)

Total securities trading and investment activity fees 25,540 34,090 27,465 (25)

Credit-related fees and commissions 273 279 269 (2)

Commission income from other services 1,010 1,017 1,064 (1)

Total fee and commission income 26,823 35,386 28,798 (24)

Brokerage fees paid 1,909 2,610 1,904 (27)

Other 1,984 2,142 1,438 (7)

Total fee and commission expense 3,894 4,752 3,342 (18)

Net fee and commission income 22,929 30,634 25,456 (25)

Operating expenses

Total	operating	expenses	were	down	19%	to	CHF	28,555	mil-
lion	from	CHF	35,463	million.	The	decline	was	mainly	due	to	
significantly	lower	performancerelated	compensation,	partly	
offset	by	provisions	for	auction	rate	securities	and	the	provi-
sion	made	in	connection	with	the	US	crossborder	case.

Personnel	expenses
Personnel	expenses	decreased	36%	to	CHF	16,262	million	from	
CHF	25,515	million.	This	was	primarily	due	to	lower		accruals	on	
performancerelated	 compensation,	mainly	 in	 the	 Investment	
Bank,	as	well	as	lower	salary	costs	due	to	reduced	staff	levels.	
Fullyear	 results	 for	 2007	 included	 accruals	 for	 sharebased	
compensation	for	performance	during	the	year.	These	are	not	
reflected	in	fullyear	2008	as,	starting	in	2009,	they	will	be	am-
ortized	over	the	vesting		period	of	these	awards.
Contractors’	 expenses,	 at	 CHF	 423	 million,	 were	 down	

33%	from	2007.	This	was	due	to	a	lower	number	of	contrac-
tors	employed,	mainly	at	the	Investment	Bank.	Insurance	and	
social	security	contributions	declined	45%	to	CHF	706	million	
in	2008,	driven	by	lower	performancerelated	compensation.	
Contributions	to	retirement	benefit	plans	increased	CHF	4	mil-
lion	to	CHF	926	million	as	changes	in	contributions	to	various	
plans	largely	offset	each	other.	At	CHF	2,000	million	in	2008,	
other	personnel	expenses	increased	2%,	mainly	due	to	sever-
ance	payments	relating	to	the	reduction	in	staff	levels.

General	and	administrative	expenses
At	 CHF	 10,498	million,	 general	 and	 administrative	 expenses	
increased	CHF	2,069	million	from	CHF	8,429	million.	This	in-
crease	was	mainly	due	to	provisions	related	to	auction	rate	se-

curities	of	CHF	1,464	million,	the	provision	of	CHF	917	million	
made	in	connection	with	the	US	crossborder	case	and	restruc-
turing	charges.	These	offset	cost	reductions	in	all	other	catego-
ries	during	2008.	In	absolute	terms,	the	largest	reductions	came	
from	lower	travel	and	entertainment	expenses,	reduced	costs	
from	outsourcing	of	IT	and	other	services	and	lower	marketing	
and	public	relations	expenses.

Depreciation,	amortization	and	impairment	of	goodwill
Depreciation	of	property	and	equipment	declined	CHF	2	mil-
lion	to	CHF	1,241	million.	Amortization	of	intangible	assets	
declined	to	CHF	213	million	from	CHF	276	million.
A	goodwill	 impairment	 charge	of	CHF	341	million	was	

recorded	in	second	quarter	2008,	relating	to	the	Investment	
Bank’s	exit	from	the	municipal	securities	business.	There	was	
no	goodwill	impairment	charge	for	fullyear	2007.

Income tax

UBS	recognized	an	income	tax	benefit	in	the	income	state-
ment	of	CHF	6,837	million	for	2008,	which	mainly		reflects	
the	CHF	6,126	million	impact	from	the	recognition	of	incre-
mental	deferred	tax	assets	on	available	tax	losses.
The	incremental	deferred	tax	assets	mainly	relate	to	Swiss	

tax	losses	incurred	during	2008	(primarily	due	to	the		writedown	
of	 investments	 in	US	subsidiaries)	but	was	 	reduced	by	a	de-
crease	in	the	deferred	tax	assets	recognized	for	US	tax	losses.
The	 Swiss	 tax	 losses	 can	 be	 utilized	 to	 offset	 taxable	

	income	 in	Switzerland	arising	 in	 the	 seven	years	 following	
the	year	in	which	the	losses	are	incurred.
UBS	recognized	a	net	income	tax	expense	of	CHF	1,369	

million	for	full	year	2007.
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2007

Results

In	2007,	UBS	reported	a	Group	net	loss	attributable	to	UBS	
shareholders	 (“attributable	 loss”)	of	CHF	5,247	million	–	a	
loss	of	CHF	5,650	million	from	continuing	operations	and	a	
profit	of	CHF	403	million	from	discontinued	operations.	 In	
2006,	UBS	recorded	a	Group	net	profit	attributable	to	UBS	
shareholders	(“attributable	profit”)	of	CHF	11,527	million.

Operating income

Total	 operating	 income	was	 CHF	 31,721	million	 in	 2007,	
down	33%	from	CHF	47,484	million	in	2006.	Net interest 
income	at	CHF	5,337	million	was	down	18%	compared	with	
CHF	 6,521	million	 a	 year	 earlier.	Net trading income	 was	
negative	CHF	8,353	million,	sharply	down	from	positive	CHF	
13,743	million	in	2006.

Net	income	from	trading	businesses
Net	income	from	trading	businesses	was	down	significantly	
from	a	positive	CHF	13,730	million	in	2006	to	a	negative	
CHF	10,658	million	in	2007.	FICC	results	were	very	weak.	
The	 credit	 business	 in	 FICC	 delivered	 negative	 revenues,	
	especially	 in	 proprietary	 strategies.	 Structured	 products	
	results	were	down,	especially	in	Europe	and	the	US,	reflect-
ing	the	decrease	in	customer	demand	for	complex	deriva-
tives	transactions.	Markdowns	on	leveraged	finance	com-
mitments	 also	 had	 a	 negative	 impact.	 The	 result	 for	
emerging	markets	was	 helped	 by	 gains	 from	 the	 sale	 of	
UBS’s	 stake	 in	Brazil	Mercantile	&	Futures	Exchange	after	
demutualization.
Revenues	from	the	equities	business	were	up,	mainly	as	a	

result	 of	 very	 strong	 gains	 in	 the	 derivatives	 business	 in	
	China.	 Equity	 capital	markets	 and	 equity	 prime	 brokerage	
revenues	were	up	in	Latin	America	following	the	acquisition	
of	Banco	Pactual	at	the	end	of	2006.	Exchangetraded	de-
rivatives	profited	from	the	acquisition	of	ABN	AMRO’s	global	
futures	 and	 options	 business	 towards	 the	 end	 of	 2006.	
Marktomarket	gains	on	UBS’s	stake	in	Bovespa,	the	Brazil-
ian	stock	exchange,	helped	the	equities	result.	These	positive	
performances	were	partially	offset	by	losses	recorded	in	pro-
prietary	trading	as	all	regions	were	impacted	by	the	market	
dislocation.
As	a	result	of	the	widening	of	UBS’s	credit	spread	in	2007,	

the	Investment	Bank	recorded	a	gain	on	own	credit	of	CHF	
659	million	on	financial	liabilities	designated	at	fair	value	in	
net	trading	income.	Refer	to	“Note	27	Fair	value	of	financial	
instruments”	 in	 the	 financial	 statements	 of	 this	 report	 for	
more	 information.	 No	 gain	 or	 loss	 was	 recorded	 on	 own	
credit	on	financial	 liabilities	designated	at	 fair	 value	 in	net	
trading	income	in	2006.

Net	income	from	interest	margin	businesses
Net	income	from	interest	margin	businesses	was	CHF	6,230	
million,	up	9%	from	CHF	5,718	million	in	2006,	reflecting	an	
increase	in	spreads	for	Swiss	franc,	euro	and	US	dollar	de-
posits	 and	 growth	 in	 wealth	 management’s	 collateralized	
lending	 business.	 Wealth	 Management	 US	 also	 benefited	
from	increased	levels	of	deposits.

Net	income	from	treasury	activities	and	other
At	 CHF	 1,412	million,	 net	 income	 from	 treasury	 activities	
and	other	in	2007	was	up	CHF	596	million,	or	73%	higher	
than	the	CHF	816	million	of	2006.	The	accounting	treatment	
of	 interest	 rate	swaps,	which	hedge	the	economic	 interest	
rate	 risk	of	accrualaccounted	balance	sheet	 items	 (for	ex-
ample,	loans	or	money	market	and	retail	banking	products),	
positively	affected	income.	They	are	carried	on	the	balance	
sheet	at	fair	value	and,	 if	they	qualify	for	cash	flow	hedge	
accounting	under	IAS	39,	changes	in	fair	value	are	recorded	
in	 equity,	 thereby	 avoiding	 volatility	 in	 the	 Group	 income	
statement.	 In	2007,	 these	hedges	were	not	 fully	effective,	
leading	 to	a	gain	 that	was	booked	 to	UBS’s	 income	state-
ment.	Higher	interest	income	was	also	recorded	as	a	result	of	
increased	yield	on	a	slightly	higher	average	capital	base.
In	 2007,	 UBS	 experienced	 a	net credit loss expense	 of	

CHF	238	million,	compared	to	a	net	credit	loss	recovery	of	
CHF	156	million	in	2006.	The	market	dislocations	stemming	
from	the	US	subprime	mortgage	market	during	the	second	
half	of	2007	were	 the	main	 reasons	 for	 the	 significant	 in-
crease,	mainly	in	the	Investment	Bank.
Net	credit	loss	recovery	at	Global	Wealth	Management	&	

Business	Banking	amounted	to	CHF	28	million	in	2007	com-
pared	with	a	net	credit	loss	recovery	of	CHF	109	million	in	
2006.	The	reduced	level	of	credit	loss	recovery	was	a	conse-
quence	of	the	continued	reduction	in	the	impaired	lending	
portfolio	and	related	allowances	to	a	level	such	that	recover-
ies	realized	from	workouts	continue	to	trend	lower	and	no	
longer	compensate	for	the	ongoing	need	to	establish	new	
allowances.	 The	 US	 mortgage	 market	 dislocation	 had	 no	
	impact	on	these	figures.
The	Investment	Bank	realized	a	net	credit	loss	expense	of	

CHF	266	million	 in	2007,	 compared	with	a	net	 credit	 loss	
recovery	of	CHF	47	million	 in	2006.	This	mainly	 relates	 to	
valuation	adjustments	taken	in	connection	with	the	securiti-
zation	of	certain	US	commercial	real	estate	assets.

Net	fee	and	commission	income
In	2007,	net	fee	and	commission	income	was	CHF	30,634	
million,	up	20%	or	CHF	5,178	million	from	CHF	25,456	mil-
lion	in	2006.	Income	increased	in	nearly	all	major	categories,	
as	outlined	below:
–	 Underwriting	fees,	at	 their	highest	 level	ever,	were	CHF	
3,742	million,	up	20%	from	2006.	Equity	underwriting	
fees	were	up	significantly	and	offset	a	decrease	in	fixed	
income	underwriting	fees.



St
ra

te
g

y,
 p

er
fo

rm
an

ce
 a

n
d

 r
es

p
o

n
si

b
ili

ty

43

–	 At	CHF	2,768	million,	mergers	and	acquisitions	and	cor-
porate	finance	fees	in	2007	were	up	significantly	by	49%	
compared	with	2006,	 in	a	brisk	merger	and	acquisition	
environment.

	–	 Net	brokerage	fees	were	CHF	7,671	million	in	2007,	up	
25%	 from	 2006,	mainly	 driven	 by	 higher	 revenues	 in	
	Europe,	the	US	and	Asia,	due	to	additional	services	from	
a	new	equities	trading	platform,	and	a	considerable	in-
crease	in	client	activity	in	all	client	segments.	Addition-
ally,	 the	 equity	 derivatives	 business	 also	 posted	higher	
revenues	due	to	increased	business	volume.

–	 Investment	 fund	 fees,	 at	 their	 highest	 level	 ever,	 were	
CHF	7,422	million	 in	2007,	up	27%	from	2006,	mainly	
reflecting	higher	assetbased	fees	for	the	wealth	manage-
ment	 businesses	 and	 higher	 management	 and	 perfor-
mance	fees	at	Global	Asset	Management.

–	 Fiduciary	fees	increased	18%	to	CHF	297	million	due	to	
an	increase	in	business	volume.

	–	 At	CHF	1,367	million,	custodian	fees	in	2007	were	up	8%	
compared	with	 2006.	 This	 increase	was	 due	 to	 an	 en-
larged	asset	base.

–	 Portfolio	 and	 other	 management	 and	 advisory	 fees	 in-
creased	by	18%	to	CHF	7,790	million	 in	2007.	The	 in-
crease	was	again	the	result	of	rising	invested	asset	levels	
and	to	a	lesser	extent	higher	management	fees.

–	 Insurancerelated	and	other	 fees,	at	CHF	423	million	 in	
2007,	decreased	by	6%	from	a	year	earlier.

Other	income
Other	 income	was	up	significantly	 in	2007	by	CHF	2,733	
million,	 or	 170%,	 to	CHF	 4,341	million	 from	CHF	 1,608	
million	in	2006.	This	mainly	related	to	the	sale	of	a	20.7%	
stake	in	Julius	Baer	in	second	quarter	2007.	The	demutual-
ization	 of	UBS’s	 stake	 in	 Bovespa,	 the	 Brazilian	 stock	 ex-
change,	 and	 in	 the	Brazil	Mercantile	&	 Futures	 Exchange	
positively	affected	 the	other	 income	 line	as	well.	 In	2006	
UBS	recorded	gains	on	its	New	York	Stock	Exchange	mem-
bership	seats,	which	were	exchanged	 into	shares	when	 it	
went	public	in	March	2006.	In	the	same	year	UBS	sold	its	
stakes	 in	 the	 London	 Stock	 Exchange,	 Babcock	&	 Brown	
and	EBS	group.

Operating expenses

Total	operating	expenses	increased	6%	to	CHF	35,463	mil-
lion	in	2007	from	CHF	33,365	million	in	2006.

Personnel	expenses
Personnel	expenses	increased	CHF	1,484	million,	or	6%,	to	
CHF	 25,515	million	 in	 2007	 from	CHF	 24,031	million	 in	
2006.	The	rise	was	driven	by	higher	salaries	due	to	the	7%	
increase	 in	personnel	over	 the	 year,	mainly	 in	 the	wealth	
management	businesses	which	added	client	and	financial	

advisors.	Performancerelated	compensation	decreased,	re-
flecting	the	losses	incurred	in	the	Investment	Bank.	Share
based	components	were	up	18%,	or	CHF	488	million,	to	
CHF	3,173	million	from	CHF	2,685	million,	mainly	reflect-
ing	 accelerated	 amortization	 of	 deferred	 compensation	
awarded	for	senior	managers	who	have	left	UBS.	Contrac-
tors’	expenses,	at	CHF	630	million,	were	CHF	192	million	
below	2006	levels,	mainly	due	to	the	transfer	of	contractors	
into	permanent	staff.	 Insurance	and	social	security	contri-
butions	declined	by	8%	to	CHF	1,290	million	in	2007	com-
pared	with	CHF	1,398	million	in	2006,	reflecting	lower	bo-
nus	 payments.	 Contributions	 to	 retirement	 benefit	 plans	
rose	15%	or	CHF	120	million	to	CHF	922	million	in	2007	as	
a	result	of	both	higher	salaries	paid	and	the	increased	staff	
levels.	At	CHF	1,958	million	 in	2007,	other	personnel	ex-
penses	 increased	 by	 CHF	 390	million	 from	 2006,	mainly	
driven	by	severance	payments	relating	to	the	reduction	in	
staff	levels.

General	and	administrative	expenses
At	CHF	8,429	million	in	2007,	general	and	administrative	
expenses	increased	6%	from	CHF	7,942	million	a	year	ago.	
Administration	 costs	 increased	 due	 to	 elevated	 business	
volumes	 in	 Latin	 America	 related	 to	 the	 acquisition	 of	
	Banco	Pactual	in	2006	and	higher	levels	of	UBS	staff.	The	
increased	number	of	employees	pushed	occupancy	costs,	
as	well	as	 travel	and	entertainment	expenditures,	higher.	
Professional	fees	were	up	on	higher	legal	fees	and	IT	and	
other	outsourcing	 expenses	were	higher	 in	 all	UBS	busi-
nesses.	This	increase	was	only	partially	offset	by	lower	pro-
visions.

Depreciation,	amortization	and	impairment	of	goodwill
Depreciation	 was	 CHF	 1,243	 million	 in	 2007,	 almost	 un-
changed	from	CHF	1,244	million	in	2006.	Lower	deprecia-
tion	 on	 IT	 and	 communication	 equipment	 was	 offset	 by	
higher	real	estate	charges.	At	CHF	276	million,	amortization	
of	 intangible	 assets	was	 up	86%	 from	CHF	148	million	 a	
year	earlier,	related	to	acquisitions	made	at	the	end	of	2006,	
mainly	 Banco	 Pactual.	 There	was	 no	 goodwill	 impairment	
charge	in	2007	or	2006.

Income tax

UBS	recognized	a	 tax	expense	 in	 the	 income	statement	of	
CHF	1,369	million	for	2007,	compared	with	a	tax	expense	
for	2006	of	CHF	2,998	million.
The	tax	charge	for	2007	reflects	tax	expenses	on	profits	

earned	outside	the	US	during	the	year,	partially	offset	by	US	
and	Swiss	tax	benefits	on	the	writedowns	related	to	the	US	
subprime	crisis.	The	US	tax	benefits	recognized	arose	main-
ly	as	a	 result	of	 the	ability	 to	carry	back	 losses	against	US	
profits	earned	in	the	two	prior	years.
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% change from

CHF million 31.12.08 31.12.07 31.12.07

Assets

Cash and balances with central banks 32,744 18,793 74

Due from banks 64,451 60,907 6

Cash collateral on securities borrowed 122,897 207,063 (41)

Reverse repurchase agreements 224,648 376,928 (40)

Trading portfolio assets 271,838 660,182 (59)

Trading portfolio assets pledged as collateral 40,216 114,190 (65)

Positive replacement values 854,100 428,217 99

Financial assets designated at fair value 12,882 11,765 9

Loans 340,308 335,864 1

Financial investments available-for-sale 5,248 4,966 6

Accrued income and prepaid expenses 6,141 11,953 (49)

Investments in associates 892 1,979 (55)

Property and equipment 6,706 7,234 (7)

Goodwill and intangible assets 12,935 14,538 (11)

Other assets 18,811 20,312 (7)

Total assets 2,014,815 2,274,891 (11)

Liabilities

Due to banks 125,628 145,762 (14)

Cash collateral on securities lent 14,063 31,621 (56)

Repurchase agreements 102,561 305,887 (66)

Trading portfolio liabilities 62,431 164,788 (62)

Negative replacement values 851,864 443,539 92

Financial liabilities designated at fair value 101,546 191,853 (47)

Due to customers 474,774 641,892 (26)

Accrued expenses and deferred income 10,196 22,150 (54)

Debt issued 197,254 222,077 (11)

Other liabilities 33,965 61,496 (45)

Total liabilities 1,974,282 2,231,065 (12)

Equity

Share capital 293 207 42

Share premium 25,250 12,433 103

Net income recognized directly in equity, net of tax (4,335) (1,161) (273)

Revaluation reserve from step acquisitions, net of tax 38 38 0

Retained earnings 14,487 35,795 (60)

Equity classified as obligation to purchase own shares (46) (74) 38

Treasury shares (3,156) (10,363) 70

Equity attributable to UBS shareholders 32,531 36,875 (12)

Equity attributable to minority interests 8,002 6,951 15

Total equity 40,533 43,826 (8)

Total liabilities and equity 2,014,815 2,274,891 (11)

Balance sheet
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2,015

31.12.2007 Trading
portfolio
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trading

Other
assets

Lending Positive
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values

31.12.2008

31.12.08	vs	31.12.07:
UBS’s	total	assets	stood	at	CHF	2,015	billion	on	31	Decem-
ber	 2008,	 down	 from	CHF	2,275	billion	on	31	December	
2007.	These	shifts	were	driven	by	deliberate	 reductions	of	
CHF	462	billion	in	the	trading	portfolio	and	of	CHF	236	bil-
lion	in	collateral	trading,	led	by	the	Investment	Bank.	These	
substantial	reductions	were,	however,	partly	offset	by	a	sig-
nificant	rise	in	replacement	values	(increasing	to	a	similar	ex-
tent	on	both	sides	of	the	balance	sheet	as	discussed	under	
“Replacement	values”	below)	during	2008,	as	market	move-
ments	drove	up	positive	replacement	values	by	99%,	or	CHF	
426	billion,	to	reach	CHF	854	billion	at	yearend.	Excluding	
positive	replacement	values,	UBS’s	total	assets	dropped	CHF	
686	billion	in	2008.
Currency	effects	for	2008	included	a	strengthening	of	the	

Swiss	 franc	against	 the	British	pound,	US	dollar	and	euro.	
These	effects	deflated	the	balance	sheet,	excluding	positive	
replacement	values,	by	CHF	74	billion,	 implying	an	under
lying	reduction	of	effectively	CHF	612	billion.
Excluding	 positive	 replacement	 values,	 the	 Investment	

Bank	 significantly	 reduced	 its	balance	 sheet	assets	by	CHF	
664	billion	during	2008,	and	the	positions	of	Global	Wealth	
Management	&	Business	Banking	and	Global	Asset	Manage-
ment	remained	relatively	stable	at	CHF	291	billion	and	CHF	
25	billion,	respectively.

Lending and borrowing

Lending
Cash	and	balances	with	central	banks	was	CHF	33	billion	on	
31	December	2008,	an	increase	of	CHF	14	billion	from	the	
prior	 yearend.	 Due	 from	 banks	 and	 loans	 to	 customers	
both	 increased	CHF	4	billion,	 rising	 to	CHF	64	billion	and	
CHF	 340	 billion,	 respectively.	 The	 customer	 loan	 increase	
stemmed	mainly	from	the	BlackRock	collateralized	funding	
transaction	(a	USD	11.25	billion	eightyear	amortizing	loan;	
balance	on	31	December	2008	USD	9.2	billion)	 in	second	
quarter	2008	and	the	reclassification	of	illiquid	trading	as-
sets	from	the	trading	portfolio	in	fourth	quarter	2008,	par-

tially	 offset	 by	 lower	 volumes	 from	 the	 Investment	 Bank	
prime	 brokerage	 business	 and	 from	 lombard	 lending	 in	
Global	Wealth	Management	&	Business	Banking.	The	Swiss	
loan	portfolio	remained	stable	during	2008	at	around	CHF	
163	billion.

Borrowing
The	reduction	of	the	Investment	Bank’s	assets	led	to	lower	
unsecured	 borrowing	 needs	 during	 a	 continued	 difficult	
market	environment	for	term	debt	issuance	and	decreasing	
client	 deposits.	 Money	 market	 paper	 issuance	 was	 CHF	
112	billion	in	2008,	a	considerable	reduction	of	CHF	41	bil-
lion	 from	 the	prior	 year,	 as	UBS	decreased	 its	 reliance	on	
these	funding	sources	(in	line	with	the	firm’s	lower	overall	
funding	needs)	amid	a	reduced	access	to	these	markets	for	
issuers	in	general.	Financial	liabilities	designated	at	fair	value	
stood	at	CHF	102	billion	on	31	December	2008,	a	drop	of	
CHF	90	billion	from	31	December	2007,	as	a	lower	demand	
for	structured	debt	was	accompanied	by	declining	market	
values,	 in	 particular	 of	 equitylinked	notes	 as	major	 stock	
indices	 fell.	 Longterm	 debt	 grew	 CHF	 16	 billion	 to	 CHF	
86	billion	as	new	issues	of	senior	straight	bonds,	the	CHF	
6	 billion	 MCN	 issuance	 to	 the	 Swiss	 Confederation	 and	
around	CHF	2	billion	of	mortgage	bonds	issued	via	the	Swiss	
Mortgage	 Bond	 Bank	 combined	 to	 outweigh	 maturing	
	senior	straight	bonds.	 Interbank	borrowing	(due	to	banks)	
was	 CHF	 126	 billion	 on	 31	 December	 2008,	 down	 CHF	
20	billion	from	31	December	2007.	Customer	deposits	(due	
to	customers)	amounted	to	CHF	475	billion	on	31	Decem-
ber	2008,	a	decrease	of	CHF	167	billion	for	the	year,	or	CHF	
134	 billion,	 on	 a	 currencyadjusted	 basis.	 Global	 Wealth	
Management	&	 Business	 Banking	 client	 deposits	 declined	
CHF	109	billion	with	reductions	in	fixed	deposits,	fiduciary	
investments	 and	 current	 accounts.	 Savings	 and	 personal	
	accounts	dropped	CHF	10	billion	over	the	course	of	2008,	
though	the	last	quarter	recorded	net	inflows	of	CHF	3	bil-
lion.	 Investment	 Bank	 deposits	 declined	 CHF	 58	 billion,	
mainly	driven	by	 lower	business	 funding	needs	and	a	de-
cline	in	the	prime	brokerage	business.

Repurchase / reverse repurchase agreements and 
securities borrowing / lending

Secured	lending	on	the	asset	side	of	the	balance	sheet,	the	
sums	of	 cash	 collateral	on	 securities	borrowed	and	 reverse	
repurchase	agreements	declined	during	2008	to	CHF	348	bil-
lion	on	31	December	2008.	The	CHF	236	billion		decline	oc-
curred	 almost	 entirely	 in	 the	 Investment	 Bank,	 where	 the	
matched	 book	 was	 reduced	 as	 part	 of	 its	 overall	 balance	
sheet	 reduction	 (the	matched	 book	 is	 a	 repurchase	 agree-
ment	portfolio	comprised	of	assets	and	liabilities	with	equal	
maturities	and	equal	value	so	that	the	market	risks	substan-
tially	cancel	each	other	out).	Furthermore,	as	part	of	the	In-
vestment	Bank’s	balance	sheet	reduction	measures,	its	trad-
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Equity attributable to UBS shareholders development

CHF billion Share capital
Share 

premium

Net income 
recognized 

directly  
in equity

Retained 
earnings

Treasury 
shares

Equity 
attributable 

to UBS 
shareholders

Starting balance 0.2 12.4 (1.2) 35.8 (10.4) 36.9

Net loss attributable to UBS shareholders (21.3) (21.3)

of which: amount relates to MCNs issued in March 2008 1 3.7

of which: amount relates to MCNs issued in December 2008 2 0.7

Rights issue 0.1 15.5 15.6

MCNs issued in March 2008 1 7.0 7.0

MCNs issued in December 2008 2 (3.6) (3.6)

Share-based compensation plans / sale of treasury shares (6.6) 7.2 0.6

Others 0.5 (3.2) (2.7)

Ending balance 0.3 25.2 (4.3) 14.5 (3.2) 32.5
1 Of the CHF 13 billion MCN1, CHF 2.3 billion, being the outstanding coupon liability recorded in “Debt issued”.  2 Of the CHF 6 billion MCN2, a balance of CHF 8.8 billion was recorded as financial 
liabilities on balance sheet.

ing	 short	 positions	 were	 reduced	 CHF	 102	 billion,	 which	
resulted	 in	 lower	 shortcoverings	 via	 	reverse	 repurchase	
agreements	and	securities	borrowing	transactions.
A	significant	amount	of	trading	assets	are	funded	via	re-

purchase	agreements,	so,	in	addition	to	the	matched	book	
reduction,	the	yearly	decrease	in	trading	assets	also	contrib-
uted	 to	 the	 drop	 in	 repurchase	 agreements.	 These	 reduc-
tions	are	reflected	on	the	liability	side	of	the	balance	sheet,	
where	 repurchase	 agreements	 and	 securities	 lent	 against	
cash	collateral	declined	CHF	221	billion,	standing	at	CHF	117	
billion	on	31	December	2008.

Trading portfolio

Significant	reductions	were	achieved	in	the	trading	portfolio,	
which	declined	CHF	462	billion	during	2008,	or	CHF	445	bil-
lion	on	 a	 currencyadjusted	basis.	At	 the	 end	of	 2008,	 the	
trading	portfolio	stood	at	CHF	312	billion.	The	majority	of	the	
decrease	 related	 to	 the	 Investment	 Bank’s	 overall	 balance	
sheet	reductions	and	occurred	within	the	fixed	income,	cur-
rencies	and	commodities	(FICC)	business	area	and	the	equities	
business	area.	In	FICC,	trading	inventories	in	a	number	of	ar-
eas,	 including	 real	 estate,	 securitization	 and	 commodities,	
were	substantially	reduced,	including	USD	16.4	billion	of	illiq-
uid	 assets	 transferred	 to	 the	 Swiss	National	 Bank	 StabFund	
and	approximately	CHF	26	billion	(represents	fair	values	at	the	
reclassification	dates)	 of	 trading	assets	 reclassified	 in	 fourth	
quarter	2008	 to	banking	book	as	“Loans	and	 receivables”.	
The	 reduction	 in	equities	 inventories	was	mainly	a	 result	of	
stock	market	declines.	Reductions	occurred	across	all	trading	
products,	with	debt	instruments	declining	CHF	278	billion,	eq-
uity	 instruments	falling	CHF	130	billion,	traded	 loans	falling	
CHF	35	billion	and	precious	metals	falling	CHF	19	billion.

Replacement values

The	positive	and	the	negative	replacement	values	 (RVs)	of	
derivative	 instruments	developed	in	parallel,	showing	con-
tinued	strong	rises	during	2008,	driven	by	increased	market	
valuations,	while	notional	values	declined	2%	yearonyear.	
Positive	 RVs	 grew	 CHF	 426	 billion	 to	 CHF	 854	 billion	 in	
2008,	while	the	negative	RVs	of	derivative	instruments	in-
creased	CHF	408	billion	to	CHF	852	billion.	 In	both	cases,	
the	increases	were	largely	driven	by	movements	in	curren-
cies	 (for	example,	 the	weakening	of	 the	US	dollar),	 lower	
interest	 rates	 and	 widening	 credit	 spreads.	 Increases	 oc-
curred	 across	 almost	 all	 derivative	 products,	 with	 interest	
rate	contracts	growing	by	CHF	211	billion,	foreign	exchange	
contracts	by	CHF	123	billion	and	credit	derivative	contracts	
by	CHF	92	billion.

Shareholders’ equity

On	 31	 December	 2008,	 equity	 attributable	 to	 UBS	 share-
holders	was	CHF	32.5	billion,	representing	a	decrease	of	CHF	
4.3	billion	compared	with	31	December	2007.
The	decline	in	2008	reflects	mainly	the	net	loss	attribut-

able	to	shareholders	of	CHF	21.3	billion	combined	with	oth-
er	losses	recognized	directly	in	equity	(including	foreign	cur-
rency	translation)	of	CHF	3.2	billion.	Refer	to	the	“Statement	
of	 recognized	 income	and	expense”	 in	 the	financial	 state-
ments	of	this	report	for	more	information	about	the	losses	
recognized	directly	in	equity.	
These	equity	reductions	were	largely	offset	by	UBS’s	capi-

tal	strengthening	measures	taken	in	2008	(see	the	table	be-
low	showing	the	impact	by	equity	attributable	to	UBS	share-
holders	accounts).
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Contractual obligations

Payment due by period

CHF million < 1 year 1–3 years 3–5 years > 5 years

Long-term debt 36,024 42,188 31,869 77,100

Capital lease obligations 63 104 40 0

Operating leases 1,034 1,799 1,405 2,573

Purchase obligations 202 166 85 0

Other liabilities 3,718 121 1,406 0

Total 41,041 44,378 34,805 79,673

Off-balance sheet

Contractual obligations

The	table	below	includes	contractual	obligations	as	of	31	De-
cember	2008.
All	contracts	included	in	the	table	below,	with	the	excep-

tion	of	purchase	obligations	(those	where	UBS	is	committed	to	
purchasing	 determined	 volumes	 of	 goods	 and	 services),	 are	
either	recognized	as	liabilities	on	UBS’s	balance	sheet	or,	in	the	
case	of	operating	leases,	disclosed	in	“Note	25	Operating	lease	
commitments”	in	the	financial	statements	of	this	report.
The	 following	 liabilities	 are	 recognized	 on	 the	 balance	

sheet	and	excluded	from	the	table:	provisions	(as	disclosed	in	
“Note	 21	 Provisions	 and	 litigation”	 in	 the	 financial	 state-
ments	of	this	report),	current	and	deferred	tax	liabilities	(re-
fer	to	“Note	22	Income	taxes”	in	the	financial	statements	of	
this	report	for	more	information),	liabilities	to	employees	for	
equity	participation	plans,	settlement	and	clearing	accounts	
and	amounts	due	to	banks	and	customers.
Within	purchase	obligations,	the	obligation	to	employees	

under	 the	mandatory	notice	period	 is	excluded	 (this	 is	 the	
period	 in	which	UBS	must	pay	employees	 leaving	 the	firm	
contractuallyagreed	salaries).

Off-balance sheet arrangements

In	the	normal	course	of	business,	UBS	enters	into	arrange-
ments	 that,	 under	 International	 Financial	 Reporting	 Stan-
dards,	 lead	to	either	derecognition	of	financial	assets	and	
liabilities	for	which	UBS	has	transferred	substantially	all	risks	
and	rewards,	or	the	nonrecognition	of	financial	assets	(and	
liabilities)	 received	 for	which	UBS	has	not	assumed	the	 re-
lated	 risks	and	 rewards.	UBS	 recognizes	 these	 types	of	ar-
rangements	on	the	balance	sheet	to	the	extent	of	its	involve-
ment,	which,	for	example,	may	be	in	the	form	of	derivatives,	
guarantees,	financing	commitments	or	servicing	rights.
When	UBS,	through	these	arrangements,	incurs	an	obli-

gation	or	becomes	entitled	to	an	asset,	it	recognizes	them	

on	 the	 balance	 sheet,	with	 the	 resulting	 loss	 or	 gain	 re-
corded	in	the	income	statement.	It	should	be	noted	that	in	
many	 instances	 the	 amount	 recognized	 on	 the	 balance	
sheet	does	not	represent	the	full	gain	or	loss	potential	in-
herent	 in	 such	 arrangements.	 Generally,	 these	 arrange-
ments	either	meet	the	financial	needs	of	customers	or	offer	
investment	opportunities	through	entities	that	are	not	con-
trolled	by	UBS.
Offbalance	 sheet	 arrangements	 include	purchased	 and	

retained	interests,	derivatives	and	other	involvements	in	non
consolidated	entities	and	structures.	UBS	has	originated	such	
structures	and	has	acquired	interests	in	structures	set	up	by	
third	parties.
The	following	paragraphs	discuss	several	distinct	areas	of	

offbalance	sheet	arrangements.

Risk	positions
UBS’s	main	concentrations	of	risk	and	other	relevant	risk	po-
sitions	are	disclosed	in	detail	in	the	audited	parts	of	the	“Risk	
management	and	control”	section	of	this	report.	These	posi-
tions	include	monoline	insurers,	auction	rate	securities	and	
leveraged	 finance	 deals.	 The	 quantitative	 summary	 about	
each	of	 these	 risk	positions	 includes	exposures	of	on	and	
offbalance	sheet	arrangements.
The	 importance	 and	 the	potential	 impact	 of	 such	posi-

tions	 to	UBS	 (with	 respect	 to	 liquidity,	 capital	 resources	or	
market	and	credit	risk	support),	including	offbalance	sheet	
structures,	are	also	described	in	the	“Risk	and	treasury	man-
agement”	section	of	this	report.

Liquidity	facilities	and	similar	obligations
On	31	December	2008	and	31	December	2007,	UBS	had	
no	significant	exposure	through	liquidity	facilities	and	guar-
antees	to	structured	investment	vehicles,	conduits	and	oth-
er	types	of	special	purpose	entities	(SPEs).	Losses	resulting	
from	 such	 obligations	 were	 not	 significant	 in	 2008	 and	
2007.
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Off-balance sheet arrangements, risks,  
 consolidation and fair value measurements

Disclosure in the annual report

Contractual obligations Strategy, performance and responsibility, “Off-balance sheet” section

Credit guarantees, performance guarantees, undrawn irrevocable  
credit facilities, and similar instruments

Strategy, performance and responsibility, “Off-balance sheet” section

Private equity funding commitments and equity underwriting commitments Strategy, performance and responsibility, “Off-balance sheet” section

Derivative financial instruments Financial statements, “Note 23 Derivative instruments and hedge accounting”

Credit derivatives Financial statements, “Note 23 Derivative instruments and hedge accounting” 

Leases Financial statements, “Note 25 Operating lease commitments” 

Non-consolidated securitization vehicles and collateralized debt obligations – 
non-agency transactions

Strategy, performance and responsibility, “Off-balance sheet” section

Support to non-consolidated investment funds Strategy, performance and responsibility, “Off-balance sheet” section

Securitizations (banking book only) Risk and treasury management, “Basel II Pillar 3 disclosures” section

Risk concentrations Risk and treasury management, “Risk concentrations” section

Credit risk information Risk and treasury management, “Credit risk” section

Market risk information Risk and treasury management, “Market risk” section

Liquidity risk information Risk and treasury management, “Liquidity and funding management” section

Consolidation Financial statements, “Critical accounting policies” section

Fair value measurements, including sensitivity and  
level 3 impact on the income statement consolidation

Financial statements, “Note 27 Fair value of financial instruments”

Nonconsolidated	securitization	vehicles	and	collateralized	
debt	obligations	
UBS	sponsored	the	creation	of	SPEs	that	facilitate	the	securiti-
zation	of	acquired	residential	and	commercial	mortgage	loans,	
other	financial	assets	and	related	securities.	UBS	also	securi-
tized	customers’	debt	obligations	in	transactions	involving	SPEs	
which	issued	collateralized	debt	obligations.	A	typical	securiti-
zation	transaction	of	this	kind	involved	the	transfer	of	assets	
into	a	trust	or	corporation	in	return	for	beneficial	interests	in	
the	form	of	securities.	Financial	assets	held	by	such	trusts	and	
corporations	are	no	longer	reported	in	the	consolidated	finan-
cial	statements	of	UBS	once	their	risks	and	rewards	are	trans-
ferred	 to	 a	 thirdparty,	 e.	g.	 in	 a	 sales	 transaction.	 Refer	 to	
“Note	1	 Summary	of	 significant	 accounting	policies”	 in	 the	
fi	nancial	statements	of	this	report	for	more	information	about	
UBS’s	accounting	policies	regarding	securitization	activities.
Generally,	UBS	intended	to	sell	the	beneficial	interests	to	

third	parties	shortly	after	securitization	but	beginning	in	the	
second	half	 of	 2007	 and	 continuing	 in	 2008,	 certain	 re-
tained	interests	could	not	be	sold	due	to	illiquid	markets	for	
certain	 instruments,	mainly	 those	 linked	 to	 the	US	mort-
gage	market.	
The	 volume	 and	 size	 of	 interests	 held	 in	 securitization	

structures	 originated	 by	 UBS	 and	 assetbacked	 securities	
purchased	from	third	parties	declined	significantly	in	2008,	
mainly	due	to	the	following	factors:

	–	 Sale	and	expected	sale	of	positions	to	a	fund	owned	and	
controlled	by	the	Swiss	National	Bank	(for	a	total	volume	
of	USD	38.6	billion).

	–	 Sale	of	a	portfolio	of	US	residential	mortgagebacked	se-
curities	for	proceeds	of	USD	15	billion	to	the	RMBS	Op-
portunities	Master	Fund,	LP,	a	thirdparty	entity	managed	
by	BlackRock,	Inc.

	–	 Several	other	true	sales	of	assetbacked	securities	portfo-
lios	to	third	parties	without	recourse.

	–	 In	addition,	UBS	announced	the	repositioning	of	its	fixed	
income,	 currencies	 and	 commodities	 (FICC)	 business	
around	client	servicing	and	facilitation.	The	repositioning	
includes	a	substantial	downsizing	or	exiting	of	real	estate,	
securitization,	and	proprietary	trading	activities.
UBS’s	involvements	in	nonconsolidated	securitization	ve-

hicles	and	CDOs	disclosed	here	are	typically	managed	on	a	
portfolio	basis	alongside	hedges	and	other	offsetting	finan-
cial	instruments.	The	table	on	the	next	page	does	not	include	
these	offsetting	factors	and	does	not	represent	a	measure	of	
risk.	Refer	to	the	“Risk	management	and	control”	section	of	
this	report	for	information	on	UBS’s	risk	positions	and	risks.	
UBS’s	involvement	in	vehicles	whose	residential	and	com-

mercial	mortgage	securities	are	backed	by	an	agency	of	the	
US	government	–	 the	Government	National	Mortgage	As-
sociation	(GNMA),	the	Federal	National	Mortgage	Associa-
tion	(FNMA),	or	the	Federal	Home	Loan	Mortgage	Corpora-
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Non-consolidated securitization vehicles and collateralized debt obligations – non-agency transactions1

CHF billion Total SPE assets Involvements in non-consolidated SPEs held by UBS

Original  
principal 

outstanding

Current  
principal 

outstanding
Delinquency 

amounts

Purchased and  
retained interests, and 

loans held by UBS 2 Derivatives held by UBS

As of 31 December 2008 Fair value Fair value Nominal value

Originated by UBS 3

CDOs and CLOs

Residential mortgage 23.1 8.8 0.5 1.1 0.6 4.0

Commercial mortgage 0.0 0.0 0.0 0.1 (0.5) 0.7

Other ABS 0.5 0.5 0.0 0.0 0.1 0.1

Securitizations

Residential mortgage 57.3 43.1 2.3 0.0 (0.3) 12.7

Commercial mortgage 21.2 17.3 1.4 0.2 0.0 0.0

Other ABS 3.8 1.1 0.1 0.0 0.0 5.1

Total 105.9 70.8 4.3 1.4 (0.1) 22.6

Not originated by UBS

CDOs and CLOs

Residential mortgage 330.8 169.5 17.1 3.4 1.9 8.7

Commercial mortgage 6.7 1.3 0.0 0.6 0.1 0.9

Other ABS 53.1 18.6 0.7 4.8 1.2 3.4

Securitizations

Residential mortgage 1,259.7 616.5 81.6 3.5 (2.4) 29.1

Commercial mortgage 555.0 476.1 3.7 4.2 0.0 0.0

Other ABS 301.7 142.8 5.5 3.4 0.0 2.2

Total 2,507.0 1,424.8 108.6 19.9 0.8 44.3
1 Includes all purchased and retained interests and derivatives held by UBS which are considered involvements in non-consolidated securitization vehicles and CDOs (under IFRS). This implies for example 
that UBS would include an insignificant involvement in such a vehicle into the table (under “Involvements in non-consolidated SPEs held by UBS”), whereas the pool assets held by such vehicle would 
be included under “Total SPE assets”. The size of the pool assets of such vehicle can be very high, but relates to third parties, if UBS’s involvement is insignificant. The “Total SPE assets” include informa-
tion which UBS could gather after making exhaustive efforts but excludes data which UBS was unable to receive (in sufficient quality), especially for structures originated by third parties.   2 Loans and 
receivables have been included in this column with a carrying value of CHF 1.0 billion for structures originated by UBS and CHF 9.9 billion for structures not originated by UBS.  3 Structures originated 
by UBS include transactions within the scope of US GAAP, Financial Accounting Standard 140, paragraph 17.

tion	(FHLMC)	–	is	not	included	in	the	table	below,	due	to	the	
comprehensive	involvement	of	the	US	government	in	these	
organizations	and	the	significantly	lower	risk	profile.
The	numbers	 in	 the	 table	 are	 different	 to	 the	numbers	

disclosed	on	securitizations	in	the	“Basel	II	Pillar	3”	section,	
predominately	due	to	different	scopes	(for	example	Pillar	3	
disclosures	are	on	banking	book	positions	only,	and	the	con-
solidation	status	is	different	for	several	vehicles),	and	to	some	
extent	due	to	a	different	measurement	basis.

Consolidation of securitization vehicles and CDOs
UBS	 continually	 evaluates	whether	 triggering	 events	 require	
the	reconsideration	of	the	consolidation	conclusions	made	at	
the	 inception	 of	 its	 involvement	with	 securitization	 vehicles	
and	CDOs.	Triggering	events	generally	 include	items	such	as	
major	 restructurings,	 the	 vesting	of	potential	 rights	and	 the	
acquisition,	disposition	or	expiration	of	interests.	In	these	in-
stances,	SPEs	may	be	consolidated	or	deconsolidated	in	light	
of	 the	 changed	 conditions.	 Starting	 in	December	2007	and	
during	2008,	due	to	adverse	market	conditions,	various	non
consolidated	 vehicles	 in	which	UBS	held	 a	majority	 stake	 in	
super	senior	securities	were	declared	to	have	breached	default	

provisions	pursuant	to	the	entities’	governing	documents.	 In	
these	instances,	various	contingent	decisionmaking	rights	be-
came	immediately	vested	in	the	supersenior	class	holders.	As	
a	consequence,	UBS	determined	that,	in	certain	instances,	the	
rights	arising	from	such	events	caused	 it	 to	be	 in	control	of	
these	 entities	 and	 therefore	UBS	had	 to	 consolidate	 the	 af-
fected	entities.	The	consolidation	had	no	material	incremental	
impact	on	UBS’s	income	statement	and	balance	sheet.

Risks resulting from non-consolidated securitization 
vehicles and CDOs
The	“Risk	management	and	control”	section	of	this	report	
provides	 detailed	 disclosure	 of	 UBS’s	main	 risk	 concentra-
tions,	as	well	as	risks	associated	with	UBS’s	 involvement	 in	
consolidated	and	nonconsolidated	US	mortgage	securitiza-
tion	vehicles	and	CDOs.	If	future	consolidation	of	additional	
securitization	vehicles	 is	 required	by	accounting	 standards,	
UBS	does	not	expect	this	would	have	a	significant	impact	on	
its	risk	exposure,	capital,	financial	position	or	results	of	op-
erations.	 Positions	 with	 significant	 impact	 on	 the	 income	
statement	are	disclosed	in	“Note	3	Net	interest	and	trading	
income”	in	the	financial	statements	of	this	report.
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Support	to	nonconsolidated	investment	funds
In	the	ordinary	course	of	business,	UBS	issues	investment	cer-
tificates	to	third	parties	that	are	linked	to	the	performance	of	
nonconsolidated	investment	funds.	Such	investment	funds	are	
originated	either	by	UBS	or	by	third	parties.	For	hedging	pur-
poses,	UBS	generally	invests	in	the	funds	to	which	its	obliga-
tions	from	the	certificates	are	linked.	Risks	resulting	from	these	
contracts	are	considered	minimal,	as	 the	 full	performance	of	
the	funds	is	passed	on	to	third	parties.	The	Investment	Bank	is	
involved	in	similar	structures,	such	as	those	due	to	the	issuance	
of	notes,	index	certificates	and	related	hedging	activities.
In	2008,	as	a	result	of	the	financial	markets	crisis	which	

caused	declining	asset	values,	market	illiquidity	and	dele-
veraging	by	investors,	UBS	supported	several	nonconsoli-
dated	investment	funds	that	it	manages	in	its	wealth	and	
asset	management	businesses.	UBS	provided	this	support	
primarily	 to	 facilitate	 redemption	 requests	of	 fund	 invest-
ments	by	clients.	Material	support	was	provided	in	the	form	
of	collateralized	financing,	direct	acquisition	of	fund	units	
and	purchases	of	assets	from	the	funds.	The	support	pro-
vided	by	UBS	to	these	investment	funds	was	made	where	
there	 are	 regulatory	or	other	 legal	 requirements	or	other	
exceptional	considerations.	During	2008,	material	support	
has	been	provided	as	follows:	fund	units	were	acquired	in	
the	amount	of	CHF	0.8	billion;	assets	purchased	from	such	
funds	amounted	to	CHF	0.7	billion;	and	fully	collateralized	
financing	provided	to	the	funds	was	CHF	2.4	billion	at	31	
December	2008	and	decreased	significantly	in	early	2009.	
Guarantees	granted	to	thirdparties	in	the	context	of	these	
nonconsolidated	 funds	were	 immaterial	at	31	December	
2008.	Losses	incurred	in	2008	as	a	result	of	such	fund	sup-
port	were	immaterial.
Acquired	 fund	 units	 and	 fund	 assets	 are	 generally	 ac-

counted	for	as	financial	 investments	availableforsale,	and	
are	included	into	the	respective	risk	disclosures	in	the	“Risk	
management	and	control”	section	of	this	report.	Financing	
provided	by	UBS	at	31	December	2008	was	included	in	the	
credit	risk	disclosures.
In	2007,	UBS	Global	Asset	Management	purchased	finan-

cial	assets,	predominately	US	RMBS,	from	investment	funds	
managed	by	UBS.	The	total	loss	resulting	from	the	purchas-
es,	writedowns	and	sales	amounted	to	approximately	USD	
0.1	billion	in	2007,	of	which	the	majority	related	to	transac-
tions	with	a	 fund	consolidated	at	31	December	2007	and	
2008	in	UBS’s	financial	statements.	
In	 addition,	 in	 the	 ordinary	 course	 of	 business,	 UBS’s	

wealth	 and	 asset	 management	 businesses	 provide	 short
term	 funding	 facilities	 to	UBSmanaged	 investment	 funds.	
This	bridges	time	lags	in	fund	unit	redemptions	and	subscrip-
tions.	These	bridge	financings	did	not	 incur	 losses	and	are	
expected	to	be	paid	without	significant	losses.
Should	UBS	be	required	to	consolidate	previously	uncon-

solidated	investment	funds	in	the	future,	 it	expects	no	sig-
nificant	impact	on	debt	covenants,	capital	ratios,	credit	rat-

ings	 and	 dividends.	 However,	 future	 fund	 support	 itself,	
depending	on	its	size,	could	impact	these	measures.	
Depending	 on	market	 developments	 in	 2009	 and	 be-

yond,	it	is	possible	that	UBS	may	decide	to	provide	financial	
support	to	one	or	more	of	its	investment	funds.	Such	deci-
sions	will	be	taken	on	a	casebycase	basis	depending	upon	
market	and	other	circumstances	pertaining	at	the	time.	The	
risks	incurred	by	providing	such	support	will	depend	on	the	
type	 of	 support	 provided	 and	 the	 riskiness	 of	 the	 assets	
held	by	the	fund(s)	in	question.	If	UBS	were	to	provide	ex-
tensive	financial	support	to	some	of	its	 investment	funds,	
losses	 incurred	as	a	 result	of	 such	support	could	become	
material.

Guarantees	and	similar	obligations
UBS	issues	the	following	in	the	normal	course	of	business:	
various	forms	of	guarantees;	commitments	to	extend	credit;	
standby	and	other	letters	of	credit	to	support	its	customers;	
commitments	to	enter	into	repurchase	agreements;	note	is-
suance	facilities;	and	revolving	underwriting	facilities.	With	
the	 exception	 of	 related	 premiums,	 these	 guarantees	 and	
similar	obligations	are	kept	offbalance	sheet	unless	a	provi-
sion	to	cover	probable	losses	is	required.
On	31	December	2008,	the	net	exposure	to	credit	risk	

for	 credit	 guarantees	 and	 similar	 instruments,	 based	 on	
IFRS	 numbers,	was	CHF	 18.5	 billion	 compared	with	CHF	
19.3	billion	one	year	earlier.	Fee	income	from	issuing	guar-
antees	is	not	material	to	total	revenues.
Guarantees	 represent	 irrevocable	 assurances,	 subject	 to	

the	 satisfaction	 of	 certain	 conditions,	 that	 the	 Group	will	
make	payment	in	the	event	that	customers	fail	to	fulfill	their	
obligations	to	third	parties.	The	Group	also	enters	into	com-
mitments	to	extend	credit	in	the	form	of	credit	lines	that	are	
available	to	secure	the	liquidity	needs	of	customers	but	have	
not	yet	been	drawn	on	by	them,	the	majority	of	which	range	
in	maturity	from	one	month	to	five	years.	If	customers	fail	to	
meet	their	obligations,	the	maximum	amount	at	risk	for	the	
Group	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.	 For	 the	 year	 ended	 31	 December	 2008,	 the	
Group	recognized	net	credit	 loss	recoveries	of	CHF	18	mil-
lion;	and	for	the	years	ended	31	December	2007	and	2006,	
the	Group	recognized	net	credit	loss	recoveries	of	CHF	3	mil-
lion	and	CHF	10	million	 respectively,	 related	to	obligations	
incurred	for	contingencies	and	commitments.	Provisions	rec-
ognized	for	guarantees,	documentary	credits	and	similar	in-
struments	were	CHF	31	million	at	31	December	2008	and	
CHF	63	million	at	31	December	2007.
The	Group	partially	enters	into	subparticipations	to	miti-

gate	the	risks	from	commitments	and	contingencies.	A	sub
participation	 is	 an	 agreement	 by	 another	 party	 to	 take	 a	
share	of	the	loss	in	the	event	that	the	obligation	is	not	ful-
filled	by	the	obligor	and,	where	applicable,	to	fund	a	part	of	
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Commitments 1

The	table	below	shows	the	maximum	committed	amount	of	commitments.

31.12.08 31.12.07

CHF million Gross
Sub-

 participations Net Gross
Sub-

 participations Net

Credit guarantees and similar instruments 13,124 (344) 12,780 13,381 (593) 12,788

Performance guarantees and similar instruments 3,596 (446) 3,150 3,969 (464) 3,505

Documentary credits 2,979 (415) 2,564 3,474 (517) 2,957

Total commitments 19,699 (1,205) 18,494 20,824 (1,574) 19,250

Undrawn irrevocable credit facilities 60,316 (1) 60,315 83,980 (2) 83,978

1 Includes only credit and performance guarantees and similar instruments, documentary credits, and undrawn irrevocable credit facilities. On 31 December 2008, the commitment to repurchase auction 
rate securities was recognized on UBS’s balance sheet as a negative replacement value for CHF 1,140 million (USD 1,069 million). It is not included into this table. Refer to the “Exposure to auction rate 
securities” sidebar in the “Risk concentrations” section of this report for more information.

the	credit	facility.	The	Group	retains	the	contractual	relation-
ship	with	 the	obligor,	 and	 the	 subparticipant	has	only	 an	
indirect	relationship.	The	Group	will	only	enter	into	subpar-
ticipation	agreements	with	banks	 to	which	UBS	ascribes	a	
credit	rating	equal	to	or	better	than	that	of	the	obligor.
Furthermore,	 UBS	 provides	 representations,	 warranties	

and	indemnifications	to	third	parties	in	connection	with	nu-
merous	transactions,	such	as	asset	securitizations.

Clearinghouse	and	future	exchange	memberships
UBS	 is	 a	 member	 of	 numerous	 securities	 and	 futures	 ex-
changes	 and	 clearinghouses.	 In	 connection	 with	 some	 of	
those	memberships,	UBS	may	be	required	to	pay	a	share	of	
the	financial	obligations	of	another	member	who	defaults,	
or	otherwise	be	exposed	to	additional	financial	obligations	
as	 a	 result.	 While	 the	 membership	 rules	 vary,	 obligations	
generally	would	arise	only	if	the	exchange	or	clearinghouse	
had	exhausted	its	resources.	UBS	considers	the	probability	of	
a	material	loss	due	to	such	obligations	to	be	remote.

Swiss	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	in-
solvent.	For	the	period	from	20	December	2008	to	30	June	
2009,	FINMA	estimates	UBS’s	share	in	the	deposit	insurance	
system	to	be	CHF	1.2	billion.	The	deposit	insurance	is	a	guar-
antee	and	exposes	UBS	to	additional	risk	which	is	not	reflect-
ed	in	the	“Exposure	to	credit	risk	–	UBS	Group”	table	in	the	
“Credit	 risk”	section	of	 this	 report.	At	31	December	2008,	
UBS	considers	the	probability	of	a	material	loss	from	its	obli-
gation	to	be		remote.

Private	equity	funding	commitments	and	equity	
	underwriting	commitments	
The	Group	enters	into	commitments	to	fund	external	private	
equity	funds	and	investments,	which	typically	expire	within	
five	 to	 ten	 years.	 The	 commitments	 generally	 require	 the	
Group	to	fund	external	private	equity	funds	and	investments	
at	market	value	at	the	time	the	commitments	are	drawn.	The	
amount	committed	to	fund	these	investments	at	31	Decem-
ber	2008	and	31	December	2007	was	CHF	0.5	billion	and	
CHF	 0.4	 billion	 respectively.	 Equity	 underwriting	 commit-
ments	in	the	Investment	Bank	amounted	to	CHF	0.4	billion	
at	31	December	2008.	
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Cash flows

2008

At	31	December	2008,	the	level	of	cash	and	cash	equivalents	
rose	 to	 CHF	 179.7	 billion,	 up	 CHF	 30.6	 billion	 from	 CHF	
149.1	billion	at	the	end	of	2007.

Operating	activities
Operating	activities	generated	a	cash	inflow	of	CHF	77.0	bil-
lion	in	2008	compared	with	a	cash	outflow	of	CHF	52.1	bil-
lion	 in	 2007.	Operating	 cash	 outflows	 (before	 changes	 in	
operating	 assets	 and	 liabilities	 and	 income	 taxes	 paid)	 to-
taled	CHF	71.6	billion	in	2008,	an	increase	of	CHF	67.9	bil-
lion	from	2007.	Net	profit	decreased	CHF	16.0	billion	com-
pared	with	2007.
Cash	 inflow	of	CHF	403.1	billion	was	generated	by	the	

net	 decrease	 in	 operating	 assets,	while	 a	 cash	 outflow	of	
CHF	253.6	billion	was	 reflected	 in	 the	operating	 liabilities.	
The	increase	in	cash	was	used	to	fund	the	operating	liabili-
ties.	 Payments	 to	 tax	 authorities	 were	 CHF	 0.9	 billion	 in	
2008,	down	CHF	2.8	billion	from	a	year	earlier.

Investing	activities
Net	cash	flow	used	in	investing	activities	was	CHF	1.7	billion	
compared	with	an	overall	cash	inflow	of	CHF	2.8	billion	in	
2007.	The	net	cash	outflow	for	 investments	 in	subsidiaries	
and	associates	was	CHF	1.5	billion,	compared	with	CHF	2.3	
billion	in	2007,	due	to	the	acquisitions	of	Caisse	Centrale	de	
Réescompte	Group	(CCR)	and	VermogensGroep	and	a	net	
increase	in	the	purchase	of	property	and	equipment	of	CHF	
1.1	billion.	The	net	investment	of	financial	investments	avail-
able	for	sale	was	CHF	0.7	billion,	whereas	in	2007	the	divest-
ments	generated	cash	inflows	of	CHF	6	billion.	Disposals	of	
subsidiaries	and	associates	in	2008	generated	a	cash	inflow	
of	CHF	1.7	billion.	Refer	to	“Note	36	Business	combinations”	
and	“Note	38	Reorganizations	and	disposals”	in	the	finan-
cial	 statements	 of	 this	 report	 for	more	 information	 about	
UBS’s	investing	activities	in	2008	and	2007.

Financing	activities
In	 2008,	 financing	 activities	 generated	 cash	 outflows	 of	
CHF	5.6	billion.	This	reflected	the	net	repayment	of	money	
market	paper	of	CHF	40.6	billion	and	the	issuance	of	CHF	
103.1	billion	in	longterm	debt	–	the	latter	significantly	out-
pacing	longterm	debt	repayments,	which	totaled	CHF	92.9	
billion.	That	outflow	was	partly	offset	by	inflows	attribut-
able	to	capital	issuances	of	CHF	23.1	billion,	including	CHF	
15.6	 billion	 from	 rights	 issues	 and	 CHF	 7.6	 billion	 from	

mandatory	convertible	notes.	In	2007,	UBS	had	a	net	cash	
inflow	of	CHF	74.6	billion	from	financing	activities.	The	dif-
ference	between	the	two	years	was	mainly	due	to	the	fact	
that	net	longterm	debt	repayments	and	money	market	pa-
per	repaid,	amounting	to	CHF	111.6	billion	in	2008,	were	
only	partially	compensated	by	the	cash	increase	due	to	the	
capital	issuances.

2007

At	31	December	2007,	the	level	of	cash	and	cash	equivalents	
rose	 to	 CHF	 149.1	 billion,	 up	 CHF	 13.0	 billion	 from	 CHF	
136.1	billion	at	the	end	of	2006.

Operating	activities
Net	cash	flow	used	in	operating	activities	was	CHF	52.1	bil-
lion	in	2007	compared	with	a	cash	outflow	of	CHF	5.4	billion	
in	2006.	Operating	cash	outflows	(before	changes	in	operat-
ing	assets	and	liabilities	and	income	taxes	paid)	totaled	CHF	
3.7	billion	in	2007,	a	decrease	of	CHF	18.2	billion	from	2006.	
Net	profit	decreased	CHF	16.7	billion	compared	with	2006.
Cash	 inflow	of	CHF	218.9	billion	was	generated	by	the	

net	 decrease	 in	 operating	 assets,	while	 a	 cash	 outflow	of	
CHF	263.6	billion	was	 reflected	 in	 the	operating	 liabilities.	
The	increase	in	cash	was	used	to	fund	the	operating	liabili-
ties.	 Payments	 to	 tax	 authorities	 were	 CHF	 3.7	 billion	 in	
2007,	up	CHF	1.1	billion	from	a	year	earlier.

Investing	activities
Investing	activities	generated	a	cash	 inflow	of	CHF	2.8	bil-
lion.	The	net	cash	outflow	for	investments	in	subsidiaries	and	
associates	was	CHF	2.3	billion	due	to	the	acquisitions	of	the	
branch	 network	 of	 McDonalds	 Investments	 and	 51%	 of	
Daehan	Investment	Trust	Management	Company	Ltd.	and	a	
net	increase	in	the	purchase	of	property	and	equipment	of	
CHF	1.8	billion.	The	net	divestment	of	financial	investments	
available	for	sale	was	CHF	6.0	billion,	mainly	due	to	UBS’s	
sale	of	its	20.7%	stake	in	Julius	Baer	for	CHF	3.9	billion.	Dis-
posals	 of	 subsidiaries	 and	 associates	 in	 2007	 generated	 a	
cash	inflow	of	CHF	0.9	billion.	In	2006,	the	net	cash	inflow	
from	investing	activities	was	CHF	4.4	billion.	Cash	inflows	of	
CHF	 6.4	 billion	 were	 offset	 by	 acquired	 new	 businesses	
worth	CHF	3.5	billion.	Purchases	of	property	and	equipment	
totaled	CHF	1.8	billion	and	the	net	divestment	of	financial	
investments	available	for	sale	was	CHF	1.7	billion.	Disposals	
of	subsidiaries	and	associates	in	2006	generated	a	cash	in-
flow	of	CHF	1.2	billion.
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Financing	activities
In	2007,	financing	activities	generated	cash	flows	of	CHF	74.6	
billion,	which	was	used	to	finance	the	expansion	of	business	
activities.	This	reflected	the	net	issuance	of	money	market	pa-
per	of	CHF	32.7	billion	and	the	issuance	of	CHF	110.9	billion	
in	 longterm	 debt	 –	 the	 latter	 significantly	 outpacing	 long
term	debt	repayments,	which	totaled	CHF	62.4	billion.	That	

inflow	was	partly	offset	by	outflows	attributable	to	net	move-
ments	 in	 treasury	 shares	 and	 own	 equity	 derivative	 activity	
(CHF	2.8	billion),	and	dividend	payments	(CHF	4.3	billion).	In	
2006,	UBS	had	a	net	cash	inflow	of	CHF	48.1	billion	from	fi-
nancing	activities.	The	difference	between	the	two	years	was	
mainly	due	to	the	fact	that	net	longterm	debt	issuance	and	
money	market	paper	increased	CHF	26.3	billion	in	2007.
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Strategy,	performance	and	responsibility 
UBS	employees

Investing in employees

Staffing

The right people 
in the right place

> Recruitment
> Mobility
> Diversity

Commitment

Motivation and dedication

Performance 
management

Managing people
effectively

> Performance planning
> Performance measurement
   and management

Retention

Compensation and
incentives

Effectiveness and 
efficiency

> Compensation
> Employee share ownership
> Benefits

Learning and 
development

Competence and 
qualifications

> Talent and leadership
   development
> Business training

> UBS values
> Measuring employee satisfaction

> Employee assistance
> Employee representation

Value added 
by increasing 

workforce quality
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1 Calculated on the basis that a person (working full-time or part-time) is considered one 
headcount in this graph only. This accounts for the total UBS end-2008 employee number 
of 79,166 in this graph, which excludes staff from UBS card center, Hotel Seepark Thun, 
Wolfsberg and Widder Hotel.
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UBS employees

UBS relies on the expertise and commitment of its employees to meet clients’ needs. For employees, 
UBS’s wide range of businesses, global career opportunities and an open and collaborative culture offer a 
 platform for individual success.

Investing in UBS employees

UBS	 relies	 on	 the	 expertise,	 talent	 and	 commitment	 of	 its	
employees	to	meet	clients’	needs	and	deliver	results	for	the	
firm.	Engaging,	developing	and	retaining	a	highvalue	work-
force	is	therefore	a	priority,	and	in	2008	UBS	continued	to	
judiciously	 invest	 in	its	personnel.	This	 investment	will	help	
ensure	that	the	firm	has	the	range	of	skills	and	experience	
necessary	 to	meet	client	needs	now	and	 to	grow	the	firm	
when	market	conditions	improve.	UBS	invests	in	its	employ-
ees	whether	they	are	new	hires,	seasoned	staff,	key	talent	or	
senior	managers.	The	graph	below	highlights	the	most	im-
portant	factors	driving	the	value	created	by	UBS	personnel.

UBS	workforce
Staff	levels	decreased	in	most	UBS	businesses	over	the	course	
of	the	year,	with	the	number	of	people	employed	on	31	De-
cember	2008	at	77,783,	down	5,777	or	7%	from	yearend	
2007.	In	2008,	UBS	personnel	worked	in	60	countries,	with	
about	38%	of	staff	employed	in	the	Americas,	34%	in	Swit-
zerland,	15%	in	Europe,	the	Middle	East	&	Africa	and	13%	
in	Asia	Pacific.	
Internal	job	mobility	encourages	business	innovation	and	

individual	 career	 development.	 Mobility	 across	 regions	 in-
creased	slightly	 in	2008,	with	1,285	employees	moving	 to	
roles	in	a	different	region,	versus	1,062	in	2007.	The	highest	

number	 of	 employees	 transferred	 from	 Switzerland,	 with	
143	going	to	Asia	Pacific,	92	going	to	the	Americas,	63	to	
the	UK	and	57	to	locations	in	Europe,	the	Middle	East	&	Af-
rica.	Crossdivision	mobility	was	lower	in	2008	than	in	2007,	
with	784	employees	changing	divisions	during	the	course	of	
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Regional distribution� 

In %, except where indicated
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In %, except where indicated
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Gender distribution by employee category 1

On 31.12.08 Officers Non-officers Total

Number % Number %

Male 30,788 75.0 18,337 48.1 49,125 62.1

Female 10,283 25.0 19,758 51.9 30,041 37.9

Total 41,071 100.0 38,095 100.0 79,166 100.0
1 Calculated on the basis that a person (working full-time or part-time) is considered one headcount in this table only. This accounts for the total UBS year-end 2008 employee number of 79,166 in this 
table. Normally, UBS expresses employee numbers in terms of full-time equivalents (FTEs), which is measured as a percentage of the standard hours normally worked by permanent full-time staff. When 
calculated according to FTEs, the year-end 2008 total is 77,783.

the	year,	versus	903	 in	2007.	At	238	employees,	 transfers	
from	the	Investment	Bank	to	Global	Wealth	Management	&	
Business	Banking	were	most	common.	

Recruiting	staff
In	2008,	UBS	continued	to	recruit	staff	in	the	key	markets	in	
which	it	operates,	although	the	firm	sought	throughout	the	

year	to	reduce	personnel	costs,	increase	personnel	efficiency	
and	improve	the	ratio	of	frontoffice	to	backoffice	staff.	As	
UBS	believes	the	longterm	trends	for	wealth	and	asset	man-
agement	remain	positive,	particular	emphasis	was	placed	on	
hiring	client	advisors	 in	2008.	Among	other	 things,	a	new	
“Fast	Forward”	initiative	was	introduced	to	improve	the	hir-
ing,	retention	and	productivity	of	client	advisors	and	front
office	 managers.	 More	 effective	 recruitment,	 integration,	
and	 skill	 and	competency	development	processes	are	 sup-
ported	by	line	manager	coaching.
To	 further	 improve	 the	 quality	 of	 all	 candidates,	 better	

match	open	jobs	with	the	right	candidate	and	more	success-
fully	integrate	new	hires,	UBS	standardized	its	approach	to	
sourcing,	selecting	and	“onboarding”	new	hires	globally	in	
2008.	Additionally,	Global	Wealth	Management	&	Business	
Banking	 launched	an	 internal	marketplace	 aimed	at	 filling	
vacancies	with	internal	candidates.
In	 regard	 to	 graduate	 recruitment,	 UBS	 developed	 a	

firmwide	 campus	 recruiting	 strategy	 in	 2008,	 creating	 a	
crossdivision	 governance	 body	 and	 aligning	 marketing	
with	the	needs	of	“Generation	Y”	(20	to	30yearolds)	to	
enhance	the	UBS	brand	within	this	recruitment	segment.	A	
more	interactive	website	and	focused	print	materials	sup-
port	a	globally	 consistent	 candidate	experience.	UBS	also	
focused	on	enhancing	relationships	with	target	schools	in	
2008	 through	 a	 new	 university	 relations	 strategy,	 while	
global	 sourcing	 efforts	 targeted	bilingual	 graduates	over-
seas	for	UBS’s	businesses	in	the	Asia	Pacific	region.	For	the	
fourth	 straight	 year,	 global	 consultant	 Universum ranked	
UBS	 the	 number	 one	 employer	 for	 business	 students	 in	
Switzerland.
In	2008,	UBS	hired	more	 than	1,100	university	gradu-

ates	for	its	undergraduate	and	MBA	training	programs.	The	
UBS	apprenticeship	program	in	Switzerland	hired	304	ap-
prentices	 in	 2008,	 up	 9%	 from	 2007.	 In	 Global	Wealth	
Management	 &	 Business	 Banking	 interns	 and	 graduate	
trainees	represent	approximately	1%	of	the	workforce.	 In	
response	 to	 external	 market	 conditions,	 the	 Investment	
Bank	 instituted	a	graduate	deferral	program	for	2008,	 in	
which	43	graduates	postponed	their	start	dates	at	UBS	for	
up	to	one	year	to	engage	in	community	service	or	pursue	
educational	opportunities.	
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Developing	and	sustaining	a	diverse	workforce
A	 workforce	 of	 people	 from	 different	 backgrounds,	 cul-
tures	 and	 experiences	 is	 indispensable	 in	 today’s	 global	
business	environment,	in	part	because	it	can	help	enhance	
understanding	 of	 regional	markets	 and	 sensitivity	 to	 cul-
tural	 norms	 and	 labor	 market	 issues.	 In	 2008,	 the	 UBS	
workforce	included	citizens	of	153	countries.	The	scope	of	
UBS’s	diversity	initiatives	is	global,	with	10	regional	diversity	
boards	translating	this	global	commitment	into	regional	ac-
tion,	working	with	local	business	and	HR	leaders.	In	addi-
tion,	 more	 than	 20	 employee	 networks	 globally	 help	 to	
build	crossbusiness	relationships	and	strengthen	UBS’s	in-
clusive	culture.
Over	 the	 past	 six	 years,	 UBS	 has	 promoted	 diversity	 in	

three	 stages:	 raising	 basic	 awareness;	 integrating	 diversity	
into	management	processes	 such	as	 recruiting	and	perfor-
mance	management;	and	ensuring	that	diversity	ultimately	
becomes	a	selfsustaining	part	of	the	workplace	culture.	In	
2008,	 efforts	 continued	 to	 focus	on	making	diversity	 self
sustaining	by	linking	diversity	to	revenue	generation.	Among	
other	initiatives,	UBS	invited	women	clients	and	prospects	in	
China,	 Italy,	 Switzerland,	 the	 UK	 and	 the	 US	 to	 targeted	
events	designed	to	help	UBS	build	market	share	among	this	
important	client	segment.
UBS	also	continued	its	program	to	help	professionals	re-

turn	to	work	after	a	career	break.	 In	2008,	four	such	pro-
grams	were	held	in	London,	Philadelphia	/	New	York,	Singa-
pore	and	Sydney.	 These	programs	have	helped	more	 than	
300	 professionals,	 primarily	 women,	 prepare	 to	 return	 to	
work	over	the	past	two	years.	 In	addition,	UBS	was	recog-
nized	 by	Working Mother magazine	 as	 being	 among	 the	
100	best	companies	for	working	mothers	in	the	US	for	the	
sixth	consecutive	year.

Performance	management
UBS	 believes	 that	 the	 foundation	 of	 good	 performance	
management	 is	an	ongoing	employeemanager	dialogue,	
with	demonstrable	performance	as	 the	basis	 for	meritoc-
racy.	 All	 employees	 therefore	 participate	 in	 a	 yearround	
performance	management	process	that	assesses	individual	
achievements	against	specific	objectives.	This	process	sup-
ports	staff	development,	links	behavior	to	corporate	values	
and	helps	ensure	that	employees	have	the	skills	required	to	
meet	 their	 clients’	 needs	 and	 implement	 their	 division’s	
strategic	goals.	The	performance	management	process	the	
senior	executives	is	broadly	the	same	as	for	other	employ-
ees.	Achieving	specific	financial	 targets	plays	a	significant	
role,	 with	 business	 leadership,	 client	 leadership,	 people	
leadership	and	personal	leadership	also	explicitly	reviewed.

Compensation	and	incentives
On	12	August	2008,	UBS	announced	the	separation	of	 its	
business	groups	 into	business	divisions,	with	 incentives	 for	
management	and	staff	in	each	business	division	aligned	di-
rectly	with	its	financial	results.	This	is	being	achieved	through	
a	centrally	managed	change	program	that	includes	the	de-
velopment	of	revised	incentive	systems	to	reward	divisional	
management	and	staff	for	shareholder	value	creation	in	their	
own	division.	As	part	of	 this,	beginning	 in	2009,	UBS	will	
adopt	a	new	compensation	model	for	the	BoD	and	the	GEB	
that	has	a	longterm	focus	and	is	more	closely	aligned	with	
the	creation	of	value	for	the	firm.	(Refer	to	the	“Compensa-
tion	principles	2009	and	beyond	for	UBS	senior	executives”	
section	of	this	report	for	more	information.)
UBS’s	 compensation	 programs	 are	 resultsoriented	 and	

marketfocused.	Total	compensation	is	linked	to	UBS’s	busi-
ness	 objectives,	 and	 pay	 and	 incentive	 programs	 are	 de-
signed	 to	 pay	 for	 performance.	 UBS’s	 total	 compensation	
and	benefits	philosophy	has	five	guiding	principles	which	re-
quire	UBS	to:
	–	 use	 carefully	 selected	 performance	 measures,	 rigorous	
performance	 management	 and	 a	 strict	 payforperfor-
mance	relationship	to	support	UBS’s	business	strategy;

	–	 support	 reward	opportunities	 by	 consistently	 communi-
cating	UBS’s	business	strategy	and	promoting	a	merito-
cratic	culture;

	–	 provide	competitive	total	compensation	opportunities	to	
enable	UBS	to	attract	and	retain	talent;	

	–	 balance	 compensation	 components	 to	 meet	 shortterm	
needs	while	focusing	on	mid	to	longterm	objectives;	and

	–	 encourage	employee	share	ownership	to	strengthen	the	
alignment	between	employee	and	shareholder	interests.

Employee	share	ownership
UBS	is	committed	to	the	principle	of	employee	share	owner-
ship,	believing	accountability	for	decisions	and	actions	is	en-
couraged	through	equitybased	awards	that	vest	and	/	or	be-
come	unrestricted	over	time.	Positions	with	a	large	scope	of	
responsibility	and	a	significant	potential	impact	on	the	firm	
have	higher	equity	exposure.	UBS	also	has	 stringent	 share	
ownership	requirements	for	senior	executives.
A	voluntary	equitybased	program	enables	employees	to	

purchase	UBS	shares	at	 fair	market	value	and	generally	 re-
ceive	two	free	UBS	options	for	each	share	purchased.	Staff	
with	annual	 incentive	awards	above	a	certain	threshold	are	
awarded	a	component	 in	UBS	shares	or	notional	shares	 in-
stead	of	cash.	Select	highperforming	employees	are	granted	
stock	options	with	a	strike	price	not	less	than	the	fair	market	
value	of	the	shares	on	the	date	the	option	is	granted.
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On	31	December	2008,	current	UBS	employees	held	an	
estimated	6%	of	UBS	shares	outstanding	(including	approxi-
mately	3%	in	unvested	/	blocked	shares),	based	on	all	known	
share	holdings	from	employee	participation	plans,	personal	
holdings	and	individual	retirement	plans.	At	the	end	of	2008,	
an	estimated	56%	of	all	employees	held	UBS	shares	while	
51%	of	all	employees	held	UBS	stock	options.

Leadership development

UBS	 takes	 a	 structured	 approach	 to	 both	 talent	 manage-
ment	and	leadership	development,	understanding	that	both	
capabilities	are	important	factors	in	ensuring	highquality	cli-
ent	service	and	longterm	business	success.
In	2008,	a	Groupwide	talent	management	architecture	

was	established	to	align	the	firm’s	 identification	and	selec-
tion	processes	for	“key	talent”.	All	levels	of	employees	with	
the	potential	to	take	on	substantially	more	senior	roles	in	the	
organization	than	they	currently	have	may	be	considered	key	
talent.	In	2008,	about	4%	of	employees	were	placed	in	a	key	
talent	pool	where	they	can	benefit	from	focused	investment	
in	their	career	and	professional	development.
UBS’s	leadership	development	activities	are	separated	into	

Groupwide	and	divisional	initiatives.	A	new	framework	cre-
ated	in	2008	centralizes	development	initiatives	for	manag-
ing	directors	and	above	within	a	Grouplevel	learning	organi-
zation.	An	organizational	development	and	culture	 change	
initiative	for	the	GEB,	GMB	and	managing	director	popula-
tions,	called	“Leading	our	Future”,	is	being	developed	to	en-
gage	and	align	the	firm’s	leadership	with	its	vision,	core	val-
ues,	strategy	and	leadership	principles.	A	new	leadership	and	
management	development	core	curriculum	will	be	designed	
to	strengthen	the	capabilities	of	senior	leaders	in	their	current	

roles,	while	a	key	talent	core	curriculum	will	build	leadership	
capabilities	among	potential	future	senior	leaders.	Initiatives	
for	all	other	employees	are	managed	within	the	divisions	but	
coordinated	with	the	Groupwide	initiatives	to	ensure	consis-
tency	and	promote	the	sharing	of	best	practices.

Commitment 

While	meeting	the	needs	of	clients	is	UBS’s ultimate	purpose,	
it	is	the	firm’s	corporate	values	that	lay	the	foundation	for	its	
longterm	 sustainable	growth.	 These	 values	are	 integrated	
into	 decision	 making	 processes,	 management	 techniques	
and	the	ways	in	which	employees	interact	with	each	other	in	
the	daily	course	of	business.	UBS’s	values	are	clustered	into	
four	categories:
 – Focus on the client:	The	ultimate	purpose	of	all	UBS	ac-
tivities	is	to	increase	client	satisfaction;

 – Lead yourself:	Each	individual	takes	responsibility	for	his	
or	her	own	motivation,	development	and	success;

 – Lead others:	 Everyone	 can	 lead	 others	 by	 being	 a	 role	
model,	 appreciating	 others’	 successes	 and	 supporting	
one	another’s	endeavors.	Leading	others	is	about	creating	
a	 collaborative	 environment	 and	 developing	 people	 on	
the	basis	of	meritocracy	and	diversity;

 – Act with integrity:	UBS	upholds	the	law,	respects	regula-
tions	and	behaves	in	a	principled	way.	UBS	is	selfaware	
and	has	the	courage	to	face	the	truth.	UBS	maintains	the	
highest	ethical	standards.

Measuring	employee	perceptions	
Employee	 engagement	 supports	 workforce	 retention	 and	
performance.	 An	 annual	 employee	 survey	 assesses	 UBS’s	
corporate	 culture	 and	 levels	 of	 employee	 engagement.	 A	

The	client	leadership	experience

Launched	in	February	2008,	this	
Groupwide	initiative	brings	together	
senior	clientfacing	employees	from	
different	divisions	for	a	oneanda
halfday	workshop	designed	to	
improve	UBS’s	ability	to	meet	the	
diverse	needs	of	its	clients	and	to	
increase	UBS’s	share	of	business	

with	them.	Participants	learn	about	
relevant	products	and	services	in	the	
other	divisions,	build	crossdivision	
partnerships	and	learn	how	to	work	
more	effectively	across	boundaries.	
Seventeen	regional	workshops,	each	
focusing	on	a	specific	client	segment	
such	as	family	offices,	hedge	funds	

and	financial	institutions,	or	on	a	
specific	region	such	as	Western	
Europe,	brought	nearly	500	senior	
clientfacing	participants	together.	
Almost	400	crossdivisional	client	
service	opportunities	were	shared,	
ultimately	bringing	in	more	than	USD	
300	million	in	net	new	money	to	UBS.
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core	set	of	questions	across	all	divisions	provides	a	compre-
hensive	view	of	employee	opinions.
48,205	employees,	or	60%	of	UBS’s	 employee	popula-

tion,	participated	in	the	survey	conducted	in	June	/	July	2008.	
Most	measures	declined	compared	with	earlier	years.	For	ex-
ample,	67%	of	respondents	were	very	satisfied	with	UBS	as	
a	 place	 to	work	 (compared	with	 80%	 in	 2007)	 and	77%	
reported	high	motivation	to	contribute	beyond	what	 is	ex-
pected	of	them	(versus	83%	in	2007).	These	overall	satisfac-
tion	 ratings	 covering	 the	 period	 between	 June	 2007	 and	
June	2008	show	the	continued	dedication	of	UBS	employees	
despite	 the	 challenges.	 However,	 the	 survey	 results	 also	
clearly	revealed	a	perceived	lack	of	communication	from	se-
nior	management.
UBS	and	its	business	divisions	take	these	results	seriously.	

The	GEB	committed	to	increasing	employee	communication	
through	employee	events,	intranet	and	email.	Additionally,	
dialogue	with	managing	directors	 across	UBS	 increased	 to	
ensure	they	had	accurate,	updated	information	about	UBS	
to	share	with	their	teams.

Employee	assistance
UBS	is	committed	to	being	a	conscientious	employer.	Exam-
ples	of	this	commitment	can	be	found	in	the	firm’s	Employee	
Assistance	Programs	(EAPs)	and	the	COACH	and	SOVIA	pro-
grams	in	Switzerland.
EAPs	are	available	in	a	number	of	locations	globally.	In	the	

US,	the	program	provides	information,	referrals	and	ongoing	

support	 for	 child	 care,	 academic	 services	 and	 issues	 sur-
rounding	elder	care,	work	performance	and	personal	 con-
flicts.	In	the	UK,	the	program	is	part	of	a	health	and	wellbe-
ing	program	including	onsite	medical	specialists,	emergency	
childcare,	 counseling	 and	 referral	 services.	 In	 Switzerland,	
UBS	 offers	 professional	 assistance	 for	 current	 and	 retired	
employees,	as	well	as	family	members,	through	its	HR	Social	
Counseling	and	HR	Retiree	Service.
The	COACH	transfer	and	severance	process	was	launched	

in	Switzerland	in	2003	to	help	employees	displaced	by	a	re-
structuring.	COACH	advisors	provide	support	and	assistance	
in	finding	new	jobs,	working	closely	with	UBS’s	internal	re-
cruitment	center	and	outside	employment	services.	During	
the	COACH	process	employees	retain	full	salary	and	bene-
fits,	and	financial	assistance	is	available	for	jobrelated	train-
ing,	if	needed.	
Staff	below	the	level	of	director	are	eligible	for	the	new	

Social	Partnership	Agreement	for	employees	in	Switzerland	
(SOVIA)	that	became	effective	on	1	August	2008.	SOVIA	lays	
out	 the	 terms	and	conditions	 for	 implementing	 redundan-
cies	among	employees	whose	jobs	are	subject	to	the	Agree-
ment	on	Conditions	of	Employment	for	Bank	Staff.	SOVIA	
now	governs	the	requirements	and	procedures	for	 internal	
hiring,	job	transfers,	and,	when	needed,	severance.	The	aim	
is	to	implement	necessary	job	cuts	and	operational	changes	
in	a	responsible	manner,	making	full	use	of	the	UBS	internal	
labor	market,	 and	 to	 offer	 targeted,	 relevant	 support	 and	
career	advice	to	these	employees.	
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Select 2008 awards

“100 Best Companies for Working Mothers in the US”
(Working Mother magazine 2003–2008)

“No. 1 employer of choice for business graduates in Switzerland”
(Universum Switzerland 2008)

“Top 100 Employers for Lesbian, Gay and Bisexual People in Britain”
(Stonewall Workplace Equality Index 2008)

“Best Graduate Recruitment and Development Program”
(UBS EXPLORE Graduate Program)
(Graduate Solutions 2008)

“UBS’s learning programs: awards in three categories”
(Corporate University Xchange 2008)

1HR010_e

Employee	representation
The	UBS	Employee	Forum	facilitates	the	exchange	of	informa-
tion	between	employees	and	management	on	panEuropean	
issues	that	have	the	potential	to	impact	the	performance	and	
prospects	of	UBS	and,	 in	particular,	 its	operations	 in	Europe.	
This	forum	fulfills	EU	Directive	94	/	45	on	the	establishment	of	
a	European	Works	Council.	Local	forums	also	exist	in	a	number	
of	locations	across	Europe	to	address	local	issues	such	as	health	
and	safety,	changes	to	workplace	conditions,	pension	arrange-
ments	and	collective	redundancies.	The	UK	Employee	Forum,	
for	example,	is	made	up	of	internal	elected	representatives	for	
each	business	area	and	division	that	has	employees	in	the	UK.
In	Switzerland,	Employee	Representation	Committee	(ERC)	

representatives	partner	with	UBS	management	in	the	annual	
salary	negotiations	and	are	involved	in	employee	matters,	in-
cluding	health	and	safety	 issues,	social	security	and	pension	
issues.	ERC	employee	representatives	are	elected	to	represent	
the	 interests	 of	 employees	 whose	 work	 contracts	 are	 gov-
erned	by	Swiss	law	and	the	Agreement	on	Conditions	of	Em-
ployment	for	Bank	Staff.	The	ERC	also	fosters	an	open	dia-
logue	 between	 management	 and	 employees.	 During	 late	
2008	and	early	2009,	for	example,	the	ERC	and	management	
jointly	hosted	a	program	called	“Trust	is	Key”.	In	total,	around	
1,100	employees	gathered	in	seven	UBS	locations	across	Swit-
zerland	for	open	forum	events	in	which	employees	developed	
and	 proposed	measures	 to	 rebuild	 trust	 and	 confidence	 in	
UBS.	 These	 measures	 can	 be	 implemented	 in	 employees’	
working	environments	or	by	management.
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Operational corporate responsibility at UBS

Corporate responsibility 

Workplace

> Diversity
> Non-discrimination
> Health and safety 

Ethical business conduct

> UBS code
> Financial crime prevention
> Human rights
> Supply chain

Environment

> In-house ecology
> Banking activities
> ISO 14001
> Climate change

Community affairs

> Charitable donations 
> Employee volunteering

Communications, training and awareness-raising

1CR001_e

Corporate responsibility

Corporate responsibility contributes to UBS’s goal of sustainable value creation.

As	a	leading	global	financial	services	firm,	UBS	is	confronted	
with	 the	concerns	and	expectations	of	a	wide	and	diverse	
range	of	stakeholders.	Along	with	clients,	investors	and	em-
ployees,	 for	 example,	 various	 government	 regulators	 and	
suppliers	can	also	be	said	to	have	a	stake	in	the	company	to	
varying	 degrees.	 In	 a	 broader	 sense,	 the	 communities	 in	
which	UBS	has	a	presence	are	stakeholders	too.	
UBS	 takes	 the	 term	“corporate	 responsibility”	 to	mean	

the	process	of	understanding,	assessing,	weighing	and	ad-
dressing	the	concerns	and	expectations	of	these	groups.	This	
process	supports	UBS	in	its	efforts	to	safeguard	and	advance	
the	firm’s	 reputation	 for	 responsible	 corporate	 conduct.	 In	
very	direct	ways,	responsible	corporate	conduct	helps	create	
sustainable	value	for	the	company.	
The	crisis	faced	by	the	financial	services	 industry	made	 it	

difficult	for	the	firm	to	do	as	much	as	it	would	have	liked	to	
fulfill	 its	stakeholder	expectations.	Still,	as	can	be	seen	from	
the	examples	given	below	–	from	antimoney	laundering	to	
community	development	and	human	rights	to	protecting	the	
environment	–	UBS	continued	with	a	wide	range	of	important	
and	effective	corporate	responsibilityrelated	activities	during	
2008.	Even	in	difficult	times,	UBS	remains	convinced	that	cor-
porate	responsibility	makes	good	business	sense.

Adherence to the United Nations Global Compact 
initiative

In	2000,	UBS	became	one	of	the	first	companies	to	sign	the	
United	Nations	(UN)	Global	Compact.	This	global	corporate	
responsibility	 initiative	unites	 governments,	 business,	 labor	

organizations	 and	 civil	 society,	 fostering	 adherence	 to	 10	
principles	 covering	 the	 areas	 of	 human	 rights,	 labor	 stan-
dards,	the	environment	and	anticorruption.	UBS	considers	
the	initiative,	which	had	over	5,200	corporate	participants	at	
the	 end	 of	 2008,	 to	 be	 an	 important	 yardstick	 providing	
guidance	 for	 its	 key	 corporate	 responsibility	 initiatives	 and	
activities.	In	addition,	by	participating	in	the	Swiss	UN	Global	
Compact	 network,	 UBS	 contributes	 actively	 to	 important	
corporate	responsibility	discussions	across	 industrial	sectors	
among	Swissbased	companies.

Labor	standards	and	human	rights
UBS	has	well	established	human	resources	policies	and	prac-
tices	that	address	issues	such	as	employment,	diversity,	equal	
opportunity	and	discrimination.	Such	policies	also	tackle	hu-
man	rights	issues,	as	do	policies	relating	to	health	and	safety	
practices.	UBS’s	human	resources	policies	and	practices	are	
regularly	 reviewed	 to	 ensure	 that	 labor	 standards	 are	 re-
spected.
In	 line	 with	 the	 firm’s	 endorsement	 of	 the	 UN	 Global	

Compact	and	its	underlying	principles,	UBS	adopted	a	state-
ment	 supporting	 basic	 human	 rights	 in	 2006.	 The	 “UBS	
Statement	 on	 Human	 Rights”	 outlines	 important	 human	
rights	issues	and	sets	out	the	firm’s	position	on	the	topic.	In	
2008,	UBS	 reaffirmed	 its	 commitment	 to	human	 rights	by	
supporting	the	UN	Global	Compact’s	Chief	Executive	Officer	
statement,	which	marked	the	60th	anniversary	of	the	UN’s	
Universal	Declaration	of	Human	Rights.	In	2008,	UBS	contin-
ued	with	the	implementation	of	its	human	rights	statement	
with	 the	 introduction	of	a	 responsible	 supply	chain	guide-
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line.	 It	 also	 continued	 the	 development	 of	 industry	 sector	
guidelines	 to	 support	 the	 consistent	 identification	 and	 as-
sessment	of	environmental	and	social	risks	in	the	firm’s	bank-
ing	activities.

➔	Refer to the “UBS employees” section of this report for 

more information on labor standards and diversity 

programs

➔	Refer to the discussion on supply chain management and 

environmental risk management below for more informa-

tion on the responsible supply chain guidelines and on 

industry sector guidelines

Environment
In	1992,	UBS	was	one	of	the	first	signatories	of	the	UN	Envi-
ronment	Program’s	Bank	Declaration	(UNEP).	This	act	com-
mitted	 the	 firm	 to	 integrating	 appropriate	 environmental	
measures	within	its	activities.	It	has	resulted	in	a	well	devel-
oped	global	environmental	management	system,	certified	to	
the	ISO	14001	standard,	which	covers	both	banking	activi-
ties	 and	 inhouse	 operations.	 UBS	 acknowledges	 that	 cli-
mate	change	represents	one	of	the	most	significant	environ-
mental	 challenges	 of	 current	 times.	 By	 offering	 relevant	
products	and	services	across	businesses,	UBS	seeks	to	help	
clients	 address	 risks	 and	 take	 advantage	 of	 opportunities	
presented	by	climate	change	and	the	expected	transition	to	
a	lower	carbon	economy.	With	this	in	mind,	UBS	continued	
in	 2008	 to	 expand	 its	 offering	 of	 climate	 changerelated	
products	and	services	and	to	publish	dedicated	research	re-
ports.	In	addition,	UBS	seeks	to	lead	by	example	by	acting	to	
reduce	its	own	environmental	impact.	To	this	end,	in	2006	
the	Group	Executive	Board	(GEB)	set	a	target	to	reduce	the	
firm’s	 carbon	emissions	 through	2012	by	40%	from	2004	
levels.	UBS	 continued	 in	2008	 to	make	good	progress	 to-
wards	achieving	this	target.

➔	Refer to www.ubs.com/environment for more information 

on UBS’s environmental policies

Fighting	corruption
UBS	has	long	been	committed	to	assisting	the	fight	against	
money	laundering,	corruption	and	terrorist	financing.	
The	firm	employs	 a	 vigorous	 riskbased	approach	 to	 its	

internal	 antimoney	 laundering	 (AML)	 process.	 (A	 “risk
based	approach”	means	that	the	processes	are	continually	
tested	to	prove	their	effectiveness	against	the	risks	they	are	
intended	to	address.)	 In	early	2008	 it	also	 issued	a	revised	
Group	Policy	Against	Corruption,	setting	out	 its	zerotoler-
ance	 stance	 towards	 corruption	 and	 strictly	 prohibiting	 all	
forms	 of	 bribery	 by	 UBS	 and	 its	 employees,	 including	 so
called	facilitation	payments.	At	the	same	time,	it	issued	more	
detailed	 guidance	 papers	 to	 address	 the	 following	 topics:	
guidance	for	employees	who	have	connections	to	public	of-
ficials;	the	hiring	of	political	advisers;	guidance	on	engaging	
intermediaries;	and	anticorruption	guidance	 in	connection	
with	corrupt	activity	by	clients.	Implementation	of	the	policy	

against	 corruption	 by	 the	 business	 divisions	 is	 well	 under	
way,	and	training	materials	developed	by	the	Group	Money	
Laundering	Prevention	Unit	(GMLPU)	have	formed	the	basis	
for	business	division	training	modules	that	raise	awareness	
of	 new	 and	 revised	 topics.	 In	 some	 instances	 webbased	
training	programs	have	also	been	developed.	
Although	 internal	policies	are	an	 important	 support	 for	

UBS’s	high	ethical	 standards,	 in	practice	 the	major	 risk	 for	
the	firm	in	relation	to	bribery	is	not	so	much	employee	be-
havior	as	the	potential	misuse	of	UBS	systems	by	clients	to	
perpetrate	bribery.	Many	firms,	 including	UBS,	continue	to	
face	the	legal,	regulatory	and	reputational	risk	of	being	used	
to	 collect,	 store	or	 transfer	 corrupt	 funds.	UBS’s	 efforts	 to	
reduce	the	risk	of	misuse	of	its	systems	to	perpetrate	bribery	
will	continue	in	2009	and	beyond.

➔	Refer to the discussion on preventing money laundering 

below for more information on UBS’s AML activities

External recognition

The	firm’s	corporate	responsibility	work	has	been	widely	rec-
ognized,	and	UBS	has	been	included	in	many	 indexes	that	
track	such	efforts.	It	has,	for	example,	been	a	component	of	
the	Dow	Jones	Sustainability	Indexes	since	their	inception	in	
1999.	These	indexes	track	the	financial	performance	of	the	
leading	 sustainabilitydriven	 companies	 worldwide.	 UBS	 is	
also	included	in	the	FTSE4Good	Index,	which	measures	the	
performance	of	global	 companies	 in	 the	areas	of	 environ-
mental	sustainability,	stakeholder	 relations	and	support	 for	
human	rights.

Corporate responsibility governance

The	 corporate	 responsibility	 committee	was	 established	 in	
2001	and,	as	a	Board	of	Directors	(BoD)	committee,	it	sup-
ports	the	BoD’s	efforts	to	safeguard	and	advance	UBS’s	repu-
tation	 for	 responsible	 conduct.	As	part	 of	 the	governance	
changes	introduced	by	UBS	in	2008,	the	committee’s	charter	
was	 revised	 and	 updated.	 Under	 the	 revised	 charter,	 the	
committee	 is	 mandated	 to	 review	 and	 assess	 how	 UBS	
should	meet	 the	evolving	 corporate	 responsibility	 expecta-
tions	of	its	stakeholders.	It	also	has	responsibility	for	moni-
toring	 the	firm’s	corporate	 responsibility	policies	and	 regu
lations,	 as	 well	 as	 the	 implementation	 of	 its	 corporate	
responsibility	 activities	 and	 commitments.	 Headed	 by	 the	
Chairman	of	 the	BoD,	 the	committee	 includes	 three	other	
BoD	members.	A	new	advisory	panel	to	the	committee	has	
also	been	established	consisting	of	members	of	the	GEB	and	
other	senior	managers.	The	panel	participates	in	committee	
meetings	 and	 implements	 its	 recommendations.	Meetings	
are	held	at	least	twice	a	year,	with	the	agenda	and	documen-
tation	prepared	by	 the	committee	chair	and	 the	corporate	
responsibility	management	function	of	UBS’s	chief	commu-
nication	officer	area.
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UBS’s corporate responsibility governance process 
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Investment 
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Global Wealth Management & 
Business Banking

Global Asset 
Management

Corporate 
Center

Corporate responsibility committee

Agenda
Documentation

Proposal for action

Mandate
for action

Action
Network of 

internal experts

Corporate responsibility management Corporate responsibility committee advisory panel

Advice

External
experts

The	GEB	is	responsible	for	UBS’s	environmental	policy	and	
nominates	a	Group	environmental	representative,	a	function	
currently	held	by	the	firm’s	Chief	Risk	Officer.	A	committee,	
comprising	both	Group	and	divisional	environmental	repre-
sentatives,	is	tasked	with	overseeing	the	implementation	of	
UBS’s	 environmental	 policy	 and	providing	guidance	 to	 the	
different	 business	 divisions	 in	 their	 implementation	 of	 the	
“UBS	Statement	on	Human	Rights”.
The	GMLPU	leads	the	Group’s	overall	efforts	in	all	aspects	

of	money	laundering	prevention,	including	terrorism	financ-
ing,	sanctions	and	antibribery.	It	supports	the	Group	Gen-
eral	Counsel	and	the	head	of	compliance	in	their	functional	
responsibilities	by	providing,	in	conjunction	with	the	compli-
ance	 functions	 in	 the	 business	 divisions,	 reasonable	 assur-
ance	 that	 UBS	meets	 relevant	 regulatory	 and	 professional	
standards	in	its	business	conduct.	It	also	defines,	where	ap-
propriate,	uniformly	applicable	minimum	standards	for	AML	
as	 a	 whole.	 The	 GMLPU	 coordinates	 its	 work	 via	 various	
committees	and	specialist	networks	with	the	core	committee	
being	the	global	AML	committee.
Regional	diversity	boards	consider	and	decide	on	key	re-

gional	issues,	such	as	the	regional	diversity	strategy	and	di-
versity	goals	and	measures.	The	boards	are	chaired	by	senior	
managers	and	are	also	responsible	for	assessing	the	progress	
made	on	relevant	issues.	UBS’s	global	community	affairs	ac-
tivities	are	governed	in	a	decentralized	fashion.	Every	region	
has	a	dedicated	community	affairs	function	that	coordinates	
charitable	commitments	by	UBS,	its	senior	management	and	
employees	within	their	region.

Corporate responsibility: training and   
raising awareness

UBS	strives	to	increase	employee	awareness	of	its	corporate	
responsibility	processes,	activities	and	commitments.	Gener-
al	information	is	published	on	the	firm’s	intranet	and	in	em-

ployee	magazines.	In	2008,	2,800	employees	participated	in	
training	and	awarenessraising	activities	dealing	with	corpo-
rate	 responsibility.	 Specific	 training	 is	 also	 given	 to	 staff	
working	 in	 the	areas	of	AML	and	environmental	manage-
ment.	It	is	mandatory	for	AML	and	compliance	staff	to	com-
plete	a	training	program	every	two	years,	and	new	joiners	in	
all	UBS	business	divisions	receive	training	in	the	issue	of	anti
corruption	as	part	of	their	induction	process.	Furthermore,	in	
2008,	5,232	employees	participated	in	training	on	environ-
mental	 issues,	 with	 3,905	 receiving	 general	 education	 on	
UBS’s	environmental	policy	and	programs,	mostly	 in	 induc-
tion	training,	and	1,327	employees	receiving	specialist	train-
ing	targeted	at	their	area	of	expertise	and	impact.

Preventing money laundering, corruption and 
terrorist financing 

UBS	 takes	 its	 responsibility	 to	preserve	 the	 integrity	of	 the	
financial	system,	and	its	own	operations,	very	seriously.	The	
firm	has	developed	extensive	policies	 intended	 to	prevent,	
detect	and	report	money	laundering,	corruption	and	terror-
ist	financing.	These	policies	seek	to	protect	the	firm,	and	its	
reputation,	 from	those	who	may	 intend	 to	 legitimize	 their	
illgotten	gains	through	UBS.
The	GMLPU	leads	UBS’s	efforts	to	fight	money	 launder-

ing,	corruption	and	the	financing	of	terrorism.	It	does	so	by	
continuously	assessing	the	threats	and	risks	that	UBS	faces	
with	respect	to	AML	in	all	its	businesses.	It	takes	a	riskbased	
approach,	 ensuring	 the	 firm’s	 policies	 and	 procedures	 are	
commensurate	with	those	risks,	and	that	relationships	that	
are	classified	as	higher	risk	are	dealt	with	appropriately.	The	
firm	constantly	engages	with	its	business	divisions	to	ensure	
that	these	policies	and	procedures	are	adapted	to	their	busi-
nesses	 and	 specific	 AML	 exposures,	while	 also	 seeking	 to	
streamline	and	increase	consistency	between	business	divi-
sions	by	using	consistent	methodologies	and	tools	 (for	ex-
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ample,	 the	creation	of	a	uniform	country	 risk	 framework).	
UBS	also	seeks	to	ensure	its	employees	adhere	to	the	firm’s	
strict	 knowyourcustomer	 regulations,	 while	 at	 the	 same	
time	not	treating	clients	a priori	as	criminals	or	undermining	
their	right	to	privacy.	Employees	regularly	undergo	training	
in	AMLrelated	issues	and	new	trends,	be	it	through	online	
training,	awareness	campaigns	or	seminars.	UBS	also	utilizes	
advanced	technology	to	assist	in	the	identification	of	trans-
action	patterns	or	unusual	dealings.
Over	the	last	few	years,	and	as	a	core	part	of	its	riskbased	

approach,	UBS	has	been	particularly	vigilant	about	enhanc-
ing	 controls	 with	 regard	 to	 regimes	 and	 countries	 with	
heightened	risks.	The	need	for	increased	vigilance	has	been	
underscored	by	the	acknowledgement	by	the	Financial	Ac-
tion	Task	Force	(FATF)	of	the	importance	of	country	risk	con-
siderations	 in	 the	 riskbased	 approach,	 increasing	 interna-
tional	 focus	 on	 corruption,	 and	 the	 need	 for	 the	 firm	 to	
manage	its	global	security	risk	activity.	As	a	result	of	these	
considerations,	UBS	has	implemented	a	global	sanctions	pol-
icy,	ceasing	all	business	activities	with	a	 limited	number	of	
countries.
In	2008,	UBS	continued	its	engagement	with	the	public	

sector	and	its	peers	to	promote	the	development	and	imple-
mentation	of	AML	standards	for	the	financial	industry	as	a	
whole,	thereby	contributing	to	wider	efforts	against	money	
laundering.	A	notable	achievement	in	this	regard	was	made	
by	the	Wolfsberg	Group,	where	UBS	actively	contributed	to	
the	FATF’s	development	of	its	Guidance	Paper	on	Weapons	
of	Mass	Destruction	Proliferation	 Finance,	 as	well	 as	 com-
pleting	and	on	14	January	2009	publishing	its	own	trade	fi-
nance	principles	paper.	Wolfsberg	Group’s	work	is	ongoing	
in	the	area	of	credit	cards	and	stored	value	cards,	the	imple-
mentation	of	a	new	SWIFT	message	format	to	protect	against	
the	abuse	of	cover	payments	and	a	 review	of	 the	Group’s	
2003	paper	on	monitoring,	screening	and	searching.

Supply chain management

In	2008,	UBS	spent	over	CHF	6.9	billion	purchasing	a	wide	
range	of	products	and	services	from	suppliers	and	contrac-
tors	 around	 the	 world.	 UBS	 has	 established	 processes	 to	
manage	environmental	and	human	rights	issues	in	relevant	
areas	of	 its	 supply	chain	 such	as	client	gifts,	 IT	equipment	
and	energy	sourcing.	 In	order	 to	 further	 incorporate	 these	
issues	 into	 procurement	 processes,	 UBS	 has	 developed	 a	
supply	 chain	 guideline,	 which	 provides	 Groupwide	 guid-
ance	on	identifying,	assessing	and	monitoring	supplier	prac-
tices	 in	 the	areas	of	human	and	 labor	 rights,	 the	environ-
ment	and	corruption.	Examples	of	human	rights	issues	that	
have	been	included	are	avoidance	of	child	and	forced	labor,	
nondiscrimination,	 remuneration,	hours	of	work,	 freedom	
of	association,	humane	treatment,	and	health	and	safety.	In	
2008,	the	guideline	was	gradually	applied	to	new	contracts	
and	contract	renewals	with	suppliers.	By	the	end	of	the	year	

around	100	suppliers	had	been	screened	according	 to	 the	
guideline’s	social	and	environmental	criteria,	and	responsible	
supply	chain	requirements	were	included	in	the	contractual	
arrangement	with	those	suppliers	who	were	awarded	con-
tracts.	 Also,	 some	 170	 procurement	 and	 sourcing	 officers	
were	 trained	on	 the	 relevance	and	application	of	 the	new	
guidelines.

Community investment

UBS,	together	with	 its	employees,	seeks	to	have	a	positive	
influence	on	the	social	and	environmental	wellbeing	of	the	
local	communities	 in	which	 it	operates.	The	firm	does	 this	
through	its	community	affairs	program.
This	program	encompasses	activities	such	as	direct	cash	

donations	 to	 selected	organizations,	 employee	 volunteer-
ing,	matchedgiving	 schemes,	 inkind	 donations,	 disaster	
relief	efforts	and	/	or	partnerships	with	community	groups,	
educational	institutions	and	cultural	organizations.	UBS	has	
dedicated	teams	around	the	world	which	work	closely	with	
staff	at	all	levels	to	build	partnerships	with	organizations	in	
the	communities,	focusing	on	the	key	themes	of	“empow-
erment	through	education”	and	“building	a	stronger	com-
munity”.
Overall,	 in	2008,	UBS	and	 its	 affiliated	 foundations	do-

nated	 nearly	CHF	 46	million	 to	 support	 charitable	 causes.	
UBS	employees,	 through	their	donations	and	volunteer	ef-
forts,	also	made	significant	contributions	to	the	communities	
they	live	in.	Last	year,	almost	9,300	employees	spent	84,700	
hours	 volunteering.	 UBS	 supports	 their	 commitment	 by	
matching	 their	donations	and	offering	up	 to	 two	working	
days	a	year	for	volunteering	efforts.
UBS	has	also	established	a	number	of	 foundations	and	

associations	that	donate	money	to	worthy	causes	in	Switzer-
land.	The	association	A Helping Hand from UBS Employees 
helps	disabled	and	disadvantaged	people	lead	active,	inde-
pendent	 lives.	UBS	encouraged	 this	employee	 involvement	
by	 matching	 the	 funds	 raised	 in	 2008.	 The	 UBS Cultural 
Foundation	fosters	creativity,	appreciation	of	different	forms	
of	art,	and	contact	between	artists	and	society.	The	founda-
tion	provides	financial	support	for	fine	arts,	film,	literature,	
music,	preservation	of	historic	buildings,	archaeological	proj-
ects	and	research	in	history	and	philosophy	in	Switzerland.	In	
similar	fashion,	the	purpose	of	the	UBS Foundation for Social 
Issues and Education	is	to	support	deprived	communities	in	
Switzerland	in	various	forms.	Nonprofit,	charitable	organi-
zations,	 projects	 and	 initiatives	 aiming	 at	 improving	 social	
welfare	receive	monetary	assistance	from	these	funds.

Client	foundation
Besides	the	engagement	of	the	firm	and	its	employees,	UBS	
also	provides	its	clients	with	the	opportunity	to	contribute	to	
charitable	causes.	The	UBS	Optimus	Foundation	invests	do-
nations	 from	UBS	 clients	 into	 a	 number	 of	 programs	 and	
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organizations,	focusing	on	the	key	themes	of	children	and	of	
medical	 and	biological	 research.	 The	projects	 involve	 close	
collaboration	with	respected	partner	organizations	and	are	
selected	by	a	team	of	specialists	within	the	foundation,	who	
also	closely	monitor	their	implementation.	The	costs	of	man-
aging	and	administering	 the	UBS	Optimus	 Foundation	are	
borne	 by	UBS,	 so	 that	 the	 full	 contribution	 of	 each	 client	
reaches	the	projects.	In	2008,	the	UBS	Optimus	Foundation	
spent	over	CHF	17	million	supporting	71	projects	in	Africa,	
Asia	Pacific,	Europe	and	North	and	South	America.

UBS and the environment

Through	its	commitment	to	the	environment,	embodied	in	
its	environmental	policy,	UBS	aims	to	create	longterm	value	
for	the	firm	and	its	clients	and	the	communities	they	live	in.	
The	policy	is	based	on	five	principles,	under	which	the	firm	is	
continuously:
	–	 seeking	 to	consider	environmental	 risks	 in	all	UBS	busi-
nesses,	 especially	 in	 lending,	 investment	 banking,	 advi-
sory	and	research,	and	UBS’s	own	investments;

	–	 seeking	to	pursue	opportunities	in	the	financial	markets	
for	environmentally	 friendly	products	and	services,	 such	
as	socially	responsible	investments;

	–	 seeking	ways	 to	 reduce	UBS’s	 direct	 environmental	 im-
pact	on	air,	soil	and	water	from	inhouse	operations,	with	
a	primary	 focus	on	reducing	greenhouse	gas	emissions.	
UBS	also	assesses	the	environmental	impact	of	its	suppli-
ers’	products	and	services;

	–	 ensuring	efficient	implementation	of	UBS’s	policy	through	
a	global	environmental	management	system	certified	ac-
cording	to	ISO	14001	–	the	international	environmental	
management	standard;

	–	 integrating	 environmental	 considerations	 into	 internal	
communications	and	training.

Environmental management system

UBS’s	 environmental	management	 system	covers	both	 its	
banking	 activities	 and	 inhouse	 operations	 and	 has	 been	
certified	 under	 the	 ISO	 14001	 standard	 since	 1999.	 ISO	
14001	requires	that	the	system	be	audited	annually	and	re
certified	every	three	years.	UBS	successfully	passed	the	ex-
tensive	ISO	14001	recertification	audit	in	2008.	Conducted	
by	Société	Générale	de	Surveillance	(SGS),	24	days	of	audits	
involving	163	employees	were	undertaken.	SGS	confirmed	
that	 a	 wellperforming	 environmental	 management	 sys-
tem,	integrated	in	the	organization	and	suitable	for	manag-

Examples	of	UBS’s	global	community	affairs	in	2008

Americas: In	partnership	with	
Northwestern	University,	UBS	
launched	a	program	to	identify	and	
develop	future	leaders	in	the	non
profit	sector.	According	to	the	Donors	
Forum	of	Chicago,	the	nonprofit	
sector	will	see	a	large	turnover	in	its	
local	and	national	executive	leader-
ship	in	the	next	five	years,	with	nearly	
60%	of	executive	directors	set	to	
retire.	This	program	produced	its	first	
graduates	in	2008	and	four	UBS	
fellows	took	classes	at	Northwestern	
and	were	mentored	by	a	UBS	senior	
executive.	
Asia Pacific: UBS	launched	the	first	
Community Leadership Experience 
program	at	the	India	Service	Centre	in	
Hyderabad.	This	initiative	aims	to	build	
the	capacity	of	leaders	from	the	
nonprofit	sector	using	the	expertise	
and	human	resources	of	UBS	and	to	
provide	them	with	a	platform	for	

dialogue,	discussion,	sharing	and	
learning.	Modeled	on	UBS	leadership	
programs,	it	gave	20	promising	young	
leaders	from	the	nonprofit	sector	a	
chance	to	learn	from	UBS	and	external	
speakers	about	topics	related	to	
leadership,	governance,	strategic	
planning,	communication	and	
mentorship.	
Switzerland: Twenty	employees	
volunteered	for	Procap Sport,	an	
organization	that	promotes	enthusi-
asm	for	sport	among	people	with	
physical	or	mental	disabilities.	
Volunteers	supported	participants	in	a	
broad	range	of	sports	activities.	In	
another	volunteering	project,	200	UBS	
employees	successfully	participated	at	
the	eighth	Finance	Forum	charity	run	
to	aid	Kispex	–	a	service	providing	
home	care	for	very	sick,	disabled	and	
terminally	ill	children.	UBS	employees	
came	in	first	in	terms	of	numbers	of	

participants	and	donations	collected.
UK:	UBS	continues	to	support	an	
independent	secondary	school	in	
Hackney,	newly	established	in	2007,	
through	the	UK	government’s	
Academies	program.	A	local	school	for	
students	of	all	abilities,	The	Bridge	
Academy	opened	in	September	2007	
by	welcoming	187	students,	and	by	
2013	will	cater	to	1,150	students	
including	250	sixth	formers.	The	
school’s	ambition	is	to	create	an	
outstanding	learning	environment	for	
students,	staff	and	the	local	commu-
nity.	The	Bridge	Academy	exemplifies	
UBS’s	commitment	to	improving	the	
provision	of	education	and	to	
supporting	regeneration	efforts	in	the	
London	Borough	of	Hackney.

➔	Refer to www.ubs.com/ 

corporateresponsibility for more 

information on UBS’s community 

affairs program
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risk management

Certified environmental management system

Training and communication 
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market opportunities
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Socially responsible investments invested assets 1

For the year ended
% change 

from

CHF billion, except where indicated GRI 2 31.12.08 31.12.07 31.12.06 31.12.07

UBS 2,174 3,189 2,989 (32)

UBS SRI 3 products and mandates

positive criteria FS11 2.12 5.20 1.84 (59)

exclusion criteria FS11 14.05 33.33 16.17 (58)

Third-party FS11 1.85 1.08 N/A 72

Total SRI invested assets FS11 18.03 39.61 18.01 (54)

Proportion of total invested assets (%) 4 0.83% 1.24% 0.60%

1 All figures are based on the level of knowledge as of January 2009.  2 Global reporting initiative (GRI) (see also  
www.global reporting.org). FS stands for the performance indicators defined in the GRI Financial Services Sector Supplement.   
3 Socially responsible investments (SRI).  4 Total SRI / UBS’s invested assets.

Positive criteria: apply to the active selection of 
companies, focusing on how a company’s strategies, 
processes and products impact its financial success, the 
environment and society. This includes best-in-class or 
thematic investments.

Exclusion criteria: companies or sectors are excluded 
based on environmental, social or ethical criteria, for 
 example, companies involved in weapons, tobacco, 
gambling, or companies with high negative environmental 
impacts. This also includes faith-based investing consistent 
with principles and values of a particular religion.

Third-party: UBS’s open product platform gives clients 
access to socially responsible investment products from 
third-party providers. This includes both positive and 
exclusion criteria, and microfinance investments.

ing	environmental	risks	and	improving	environmental	per-
formance	on	a	continual	basis,	is	in	place.	

Environmental products and services

During	 the	 last	 ten	 years	 UBS	 has	 developed	 a	 range	 of	
products	and	services	that	meet	or	anticipate	clients’	needs	
in	environmental	and	socially	responsible	investments	(SRI).	
This	offering	currently	stretches	across	UBS’s	businesses	in	
wealth	management,	 investment	banking,	asset	manage-
ment,	 and	 retail	 and	 commercial	 banking.	 It	 includes	 SRI	
funds,	 research	 and	 advisory	 services	 provided	 to	 private	
and	institutional	clients,	access	to	the	world’s	capital	mar-
kets	 for	 renewable	 energy	 firms	 and,	 in	 Switzerland,	
“green”	mortgages.	

Investment	products	and	advisory
In	2008,	UBS	continued	to	expand	its	SRI	offering	in	response	
to	growing	demand	 from	a	number	of	markets,	 including	

the	 launch	of	 two	new	SRI	products,	 the	UBS	 (Lux)	Equity	
Sicav	–	Emerging	Markets	Innovators	and	the	UBS	Strategy	
Certificate	Energy	Efficiency.	UBS’s	SRI	offering	is	diverse	and	
includes	 products	 managed	 according	 to	 “bestinclass”	
practices	and	themebased	approaches.	“Bestinclass”	is	an	
active	equity	management	approach	that	is	based	on	stock	
selection	 of	 companies	 that	 generate	 aboveaverage	 envi-
ronmental,	social	and	economic	performance.	The	“bestin
class”	offering	includes	a	global	fund	and	a	European	fund.	
The	themebased	approach	focuses	investment	on	segment-
ed	climate	change,	water	and	demographics	strategies.
Additionally,	 UBS	 offers	 customized	 client	 portfolios	 in	

the	 form	 of	 segregated	 mandates	/	institutional	 accounts	
based	on	“negative”	screening,	which	excludes	certain	con-
troversial	stocks	or	sectors	from	the	portfolio	based	on	their	
negative	social	or	environmental	impact	as	perceived	by	the	
client.	UBS’s	global	platform	and	investment	research	enable	
the	firm	to	offer	such	tailormade	solutions.	In	the	UK,	the	
asset	management	business	seeks	to	influence	the	corporate	
responsibility	 and	 corporate	 governance	 practices	 of	 the	
companies	it	invests	in.	In	addition	to	fund	management	ser-
vices,	UBS	provides	stockbroking	and	account	management	
services	to	alternative	energy	and	SRI	fund	managers.
Finally,	 UBS	 also	 offers	 SRI	 portfolio	management	 solu-

tions	to	selected	private	client	segments.	This	offering	pools	
internal	and	external	SRI	expertise	and	includes	SRIfocused	
portfolios	 in	Switzerland	and	SRImanaged	accounts	 in	the	
US.	UBS’s	open	architecture	approach	also	allows	clients	to	
invest	 in	SRI	bond,	equity	and	microfinance	products	 from	
thirdparty	providers.
In	 the	 past	 years	 UBS	 experienced	 increased	 client	 de-

mand	for	SRI	and	expanded	its	SRI	product	offering,	result-
ing	 in	 a	 significant	 increase	 in	UBS	 SRI	 invested	 assets.	 In	
2008	these	SRI	 invested	assets	decreased	significantly	year	
on	year,	primarily	due	to	severe	corrections	in	the	global	eq-
uity	markets	(equities	is	the	preferred	asset	class	of	UBS’s	SRI	
products),	but	also	due	to	asset	outflows.
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Research
UBS’s	SRI	research	teams	analyze	emerging	socioeconomic	
and	environmental	trends	and	assess	their	potential	impact	
on	investment	markets	and	companies’	share	prices.	Identi-
fying	 material	 SRI	 issues	 is	 challenging.	 Essentially,	 three	
things	help	determine	which	environmental	and	social	issues	
are	critical:	society’s	perception	of	what	is	important;	the	na-
ture	of	the	competitive	pressures	facing	firms	in	an	industry;	
and	how	costs	and	benefits	are	(or	will	be)	distributed	be-
tween	stakeholders.
The	UBS	SRI	research	teams	were	established	in	each	of	the	

firm’s	divisions	to	serve	their	respective	clients.	 In	the	Invest-
ment	Bank,	the	equity	research	team	writes	recommendations	
and	reports	for	institutional	investment	clients	on	renewable	
energy,	the	carbon	markets	and	the	impact	of	climate	change	
on	companies	in	a	wide	range	of	sectors.	SRI	and	sustainabil-
ity	research	is	provided	by	a	dedicated	team.	In	the	asset	man-
agement	 business,	 an	 internal	 SRI	 research	 team	 manages	
portfolios	around	themes	such	as	climate	change	/	energy	ef-
ficiency,	water	and	demographics.	The	SRI	 research	 team	 in	
UBS’s	wealth	management	business	conducts	SRI	research	and	
provides	advice	to	private	clients	on	SRI	investment	solutions.
Client	 interest	 in	some	aspects	of	SRI	–	 for	 instance	cli-

mate	change,	demographics	and	water	–	has	grown,	and	so	
has	 research	coverage.	The	SRI	 teams	regularly	collaborate	
with	 analysts	 in	 other	 teams	 to	write	 about	 emerging	 SRI	
themes,	and	relevant	research	content	is	regularly		published	
by	a	growing	number	of	specialists	within	the	mainstream	
research	effort.	In	2008,	for	example,	UBS	published	the	re-
port	“Mind	over	Matter”,	which	broadly	examines	the	issue	
of	resources	efficiency,	and	makes	the	case	that	higher	prices	
for	 basic	 necessities,	 urbani	zation,	 and	more	 stringent	 cli-
mate	change	policies	will	eventually	yield	benefits	to	those	
who	invest	in	efficiency	upgrades.

Financing	and	advisory	services
UBS’s	 renewable	 energy	 investment	 banking	 business	 ar-
ranges	financing	and	provides	 strategic	and	financial	advi-
sory	services	for	companies	in	the	solar,	wind,	wave	and	oth-
er	renewable	energy	sectors.	Since	2006,	UBS	has	led	over	
30	financing	transactions	in	these	sectors,	raising	over	USD	
7	 billion	 for	 renewable	 energy	 companies	 worldwide.	 In	
2008,	to	name	just	one	example	of	such	a	transaction,	UBS	
acted	as	the	 joint	global	coordinator	and	joint	bookrunner	
for	 the	 EUR	 1.8	 billion	 initial	 public	 rights	 offering	 of	 the	
wind	generation	company	EDP	Renováveis,	one	of	the	larg-
est	wind	generation	companies	in	the	world	and	a	subsidiary	
company	 of	 Portuguese	 utility	 Energias	 de	 Portugal	 (EDP).

Carbon	trading
In	cap	and	trade	emissions	markets,	such	as	the	EU	Emissions	
Trading	Scheme	 (EU	ETS),	companies	have	annual	caps	on	

the	amount	of	emissions	their	facilities	are	allowed	to	pro-
duce.	Companies	who	are	able	to	reduce	their	emissions	be-
low	their	cap	have	the	ability	to	sell	their	unused	quota	to	
other	 companies,	 thereby	 creating	 an	 emissions	 market.	
Through	the	use	of	financial	instruments,	UBS	is	able	to	help	
clients	manage	their	exposure	to	the	emissions	markets.	UBS	
ETD	 (Exchange	Traded	Derivatives)	 is	 an	active	member	of	
and	offers	execution	and	full	service	clearing	on	the	major	
emission	exchanges	 in	Europe	and	North	America	for	con-
tracts	on	EU	ETS	allowances	 (EUA),	UN	Certified	Emissions	
Reductions	(CER),	Regional	Greenhouse	Gas	Initiative	allow-
ances,	CCX	Carbon	Financial	Instruments	(CFI)	and	Nitrogen	
Oxide	and	Sulfur	Dioxide.

Environmental risk management

UBS	 seeks	 to	 identify,	manage	 and	 control	 environmental	
risks	in	its	business	transactions.	Examples	of	environmental	
risk	include	the	impairment	of	a	client’s	cash	flow	or	assets	
by	 environmental	 factors	 (such	 as	 inefficient	 processes	 or	
property	that	is	polluted	or	contaminated)	or	through	liabil-
ity	risk,	such	as	when	a	bank	takes	environmentally	unsound	
collateral	 onto	 its	 own	 books.	 As	 environmental	 risks	 can	
manifest	themselves	across	the	wide	variety	of	risks	inherent	
in	UBS’s	business	activities,	including	credit	risks,	liability	risks	
and	reputational	risks,	UBS	has	designed	environmental	pro-
cedures	and	tools	for	their	identification,	management	and	
control.	These	environmental	procedures	and	tools	are	inte-
grated	 into	 existing	 processes,	 such	 as	 due	 diligence	 on	
transactions	or	investments	and	ongoing	risk	management.
UBS	continues	to	develop	and	test	internal	industry	sector	

guidelines	 to	 support	 the	 consistent	 identification	 and	 as-
sessment	of	environmental	and	social	risks	in	all	its	banking	
activities.	 The	 sector	 guidelines	 cover	 industry	 sectors	 that	
have	a	high	potential	for	environmental	and	social	risk	and	
summarize	industry	standards	for	dealing	with	potential	is-
sues	in	the	various	life	cycles	of	the	sector.
Not	all	products	and	services	provided	by	UBS	have	the	

same	 risk	 potential:	 UBS	 therefore	 takes	 a	 riskbased	 ap-
proach	to	environmental	risk	management	and	regularly	an-
alyzes	 its	portfolio	of	products	and	 services	 to	assess	 their	
respective	 potential	 environmental	 risk	 potential.	 With	 its	
current	 business	 profile	 and	 operating	 environment,	 UBS’s	
potential	for	material	risk	is	greater	within	the	context	of	its	
lending	and	capital	markets	businesses,	as	well	as	its	direct	
real	estate	and	infrastructure	investments.	As	a	result,	Global	
Wealth	Management	&	Business	Banking	has	introduced	a	
standardized	 environmental	 risk	 check	 to	 identify	material	
environmental	risk	in	its	lending	to	all	relevant	clients,	includ-
ing	its	roughly	140,000	corporate	clients	in	Switzerland.	In	
the	Investment	Bank,	the	environmental	risk	framework	cov-
ers	 all	 banking	 activities	 including	 debt	 and	 equity	 under-
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writing,	financial	advisory	services	and	lending.	For	its	part,	
Global	Asset	Management	has	put	environmental	due	dili-
gence	processes	in	place	for	its	real	estate	and	infrastructure	
funds.	If	significant	potential	environmental	risks	are	identi-
fied	in	a	transaction,	the	risks	are	assessed.	Wherever	possi-
ble,	UBS	seeks	to	engage	with	the	client	to	discuss	possible	
mitigating	measures.	Where	this	is	not	possible	or	success-
ful,	the	firm	may	decline	the	transaction	altogether.

Global	Wealth	Management	&	Business	Banking
The	business	division	assesses	 its	environmental	 risks	 in	a	
threestage	 process.	 Client	 advisors	 complete	 the	 first	
screenings,	looking	at	financial	risks	linked	to	environmen-
tal	 aspects	 such	 as	 compliance	with	 environmental	 legis
lation,	 workplace	 safety,	 contaminated	 sites	 and	 natural	
	hazards.	In	2008,	close	to	100,000	lending	transactions	in	
Switzerland	were	 subject	 to	 such	a	 screening.	 If	 the	 risks	
cannot	be	fully	ruled	out	during	the	first	screening,	a	credit	
officer	 initiates	 a	 second	 screening	 and	 decides	 whether	
the	 risks	 identified	 are	 transparent	 enough	 for	 the	 credit	
decision	to	be	taken.	Transactions	entailing	significant	envi-
ronmental	 risk	 undergo	 a	 detailed	 environmental	 assess-
ment	as	a	third	step,	a	service	provided	by	the	business	divi-
sion’s	environmental	 risk	competence	center.	 In	2008,	32	
such	detailed	assessments	took	place	and	134	client	advi-
sors	and	credit	officers	were	trained.	

Investment	Bank
The	Global	Environmental	Risk	Guidelines	apply	to	all	trans-
actions,	services	and	activities	within	 the	 Investment	Bank.	
The	guidelines	are	supported	by	an	environmental	risk	frame-
work	that	is	integrated	into	the	business	division’s	due	dili-
gence	and	approval	processes.	Investment	Bank	staff	identify	
potential	 environmental	 risks	 in	 the	 initial	 due	 diligence	
phase	and	alert	 the	 Investment	Bank’s	environmental	advi-
sory	group	(EAG)	in	case	of	significant	potential	risks.	Assess-
ments	by	lawyers	and	/	or	external	consultants	are	routinely	
sought	for	certain	sectors	and	products.	The	EAG	works	with	
the	relevant	business	and	control	functions	(80	transactions	
in	2008)	to	assess	the	risks,	determine	any	mitigating	mea-
sures	 and	 direct	 further	 due	 diligence,	 as	 required.	 In	 this	
way	the	relevant	senior	business	committee	may	fully	con-
sider	the	potential	environmental	risk	in	the	course	of	its	re-
view	of	the	transaction	and	/	or	client.	The	implementation	of	
the	environmental	 risk	 framework	 is	 supported	by	 training	
and	 awarenessraising	 activities.	 In	 2008,	 sectorspecific	
training	was	provided	to	443	bankers	and	support	functions	
and	highlevel	training	to	a	further	107	employees.

Global	Asset	Management
The	business	division	introduced	a	formal	environmental	risk	
matrix	in	2004	in	order	to	assess	the	reputational	and	envi-

ronmental	risks	that	investments	made	by	UBS	on	behalf	of	
its	clients	might	 imply.	The	matrix	 is	 reviewed	annually	 for	
applicability	and	comprehensiveness	and	forms	part	of	the	
environmental	 management	 system	 employed	 within	 the	
business	division.	 In	2008,	all	properties	acquired	or	devel-
oped	by	Global	Real	Estate	for	its	direct	investment	vehicles	
were	subject	to	a	thorough	environmental	due	diligence	pro-
cess,	in	accordance	with	local	regulations	and	internal	best	
practice	guidance.	Similar	processes	are	in	operation	in	Infra-
structure	Asset	Management.

Environmental and CO2 footprints

UBS	directly	impacts	the	environment	in	a	number	of	ways:	
its	businesses	consume	electricity;	employees	travel	for	busi-
ness	 purposes	 and	 use	 paper	 and	 generate	 waste	 in	 the	
course	of	their	work;	and	offices	require	heating	and	cooling	
systems.	 Improving	 the	 use	 of	 these	 resources	 can	 reduce	
costs	 and	 enhance	 environmental	 performance,	 and	 UBS	
therefore	has	a	series	of	measures	to	efficiently	manage	its	
environmental	impact.

CO2	strategy	and	emission	reduction
The	GEB	decided	in	February	2006	to	set	a	Groupwide	CO2 
emission	 reduction	 target	 of	 40%	 below	 2004	 levels	 by	
2012.	UBS	seeks	to	achieve	this	target	by:	
	–	 adopting	inhouse	energy	efficiency	measures	that	reduce	
energy	consumption	in	buildings	it	operates;

	–	 increasing	 the	 proportion	 of	 renewable	 energy	 used	 to	
avoid	emissions	at	source;

	–	 offsetting	and	neutralizing	emissions	that	cannot	be	re-
duced	by	other	means.



68

Strategy,	performance	and	responsibility 
Corporate	responsibility

Environmental indicators per full-time employee

Unit 2008 Trend 2007 2006

Total direct and intermediate energy kWh / FTE 11,792 ➙ 11,942 12,736

Total business travel Pkm / FTE 10,281 12,685 12,544

Total paper consumption kg / FTE 167 190 188

Total waste kg / FTE 298 ➙ 299 303

Total water consumption m3 / FTE 28.1 ➚ 26.7 26.0

CO2 footprint t / FTE 3.07 3.43 3.93

Legend: FTE = full-time employee; kWh = kilo watt hour; Pkm = person kilometer; kg = kilogram; m3 = cubic meter; t = ton

These	measures	allowed	UBS	to	further	increase	the	share	
of	 renewable	 energy	 it	 purchases,	 and	 to	 reduce	 its	 2008	
CO2	emissions	by	27%	compared	with	2004,	another	step	
toward	achieving	the	40%	reduction	target	by	2012.

Energy	consumption	and	energy	efficiency
Energy	consumption	represents	an	important	environmental	
impact	 area	 for	 UBS	 and	 is	 the	 biggest	 contributor	 to	 its	
overall	greenhouse	gas	emissions.	UBS	has	a	long	track	re-
cord	of	managing	its	energy	consumption,	with	the	firm	es-
tablishing	its	first	energy	management	function	in	the	1970s.	
Today,	energy	efficiency	measures	are	an	important	compo-
nent	of	UBS’s	program	for	achievement	of	the	Groupwide	
CO2	 emission	 reduction	 target.	 Measures	 include	 invest-
ments	in	energyefficient	technology	and	encouraging	good	
housekeeping	measures.	For	example,	a	major	IT	server	con-
solidation	project	has	been	under	way	since	2007	which	has	
reduced	 the	 total	number	of	distributed	servers	at	UBS	by	
2,200.	The	project	focused	on	consolidating	applications	sit-
ting	on	multiple	old	servers	to	fewer,	newer	machines	and	
the	decommissioning	of	old	applications.	The	resulting	en-
ergy	savings	of	17	GWh	contributed	significantly	to	the	total	
of	25	GWh	of	savings	 from	 IT	activities	since	2007	 (repre-
senting	around	3%	of	UBS’s	global	power	consumption).	

Renewable	energy
In	addition	to	 its	energy	efficiency	programs,	UBS	seeks	to	
improve	the	energy	mix	 it	purchases	by	 including	a	higher	
proportion	of	renewable	energy.	The	percentage	of	renew-
able	energy	and	district	heating	purchases	rose	from	24%	in	
2004	to	48%	in	2008.
Since	2007,	roughly	210	GWh	or	90%	of	the	electricity	

supply	for	UBS’s	buildings	in	Switzerland	has	come	from	re-
newable	 sources,	 such	 as	water	 and	 solar	 power	 stations.	
Similarly,	 in	 the	 UK,	 UBS	 purchases	 electricity	 backed	 by	
100%	renewable	sources	 for	all	 its	major	buildings,	 repre-
senting	85%	of	the	total	volume.	In	addition,	UBS	purchases	
renewable	 energy	 credits	 (RECs)	 in	 the	 US	 electricity	mar-
kets,	which	accounted	for	16%	of	its	electricity	consumption	
in	the	US	in	2008.	

Business	travel	and	offsetting
Business	 travel	 is	 a	 significant	 contributor	 to	 UBS’s	 green-
house	gas	emissions.	While	the	firm	encourages	its	employ-
ees	 to	 use	 environmentally	 friendly	 alternatives	 to	 air	 and	
road	travel,	for	example	video	conferences,	travel	is	essential	
for	a	global	financial	 services	firm	that	strongly	believes	 in	
personalized	client	relationships.	Therefore,	since	2006,	UBS	
has	offset	emissions	from	businessrelated	air	travel,	repre-
senting	 roughly	100,000	 tons	of	CO2	per	year,	or	about	a	
quarter	of	 its	 total	annual	CO2	emissions.	Offsetting	emis-
sions	means	 that	UBS	 indirectly	neutralizes	 its	business	 air	
travel	emissions	by	investing	in	thirdparty	projects	that	re-
duce	 an	 equivalent	 amount	 of	 greenhouse	 gas	 emissions.	
UBS	selected	offsetting	projects	in	Brazil,	Russia,	India,	Chi-
na,	Turkey	and	Germany,	on	the	basis	of	their	adherence	to	
international	quality	standards	such	as	the	Voluntary	Carbon	
Standard	and	the	Gold	Standard,	and	of	their	additional	en-
vironmental	and	social	benefits.

Paper	and	waste
UBS	continues	to	work	towards	achieving	its	firmwide	tar-
gets	for	paper	use	and	waste	reduction.	This	includes	the	
goal	of	reducing	paper	consumption	per	employee	by	5%	
for	2009	when	compared	with	2006	levels.	UBS	also	aims	
to	have	20%	of	the	paper	it	uses	come	from	recycled	sourc-
es.	UBS	has	made	steady	progress	towards	achieving	these	
paper	targets,	for	example	by	switching	across	Europe	to	a	
100%	recycled	paper	for	all	internal	printing,	and	through	
continuing	improvements	in	electronic	distribution	of	client	
statements.	At	the	same	time,	the	firm	seeks	to	improve	its	
environmental	 footprint	by	 reducing	waste	per	 employee	
(for	example,	plastic	bottles	or	packaging)	by	10%	and	by	
sending	70%	of	waste	to	recycling	sites.	These	 latter	tar-
gets	are	proving	to	be	challenging	in	certain	regions	as	they	
heavily	 rely	 on	 behavioral	 changes	 rather	 than	 technical	
measures	or	processes.	UBS	will	continue	to	educate	its	em-
ployees	on	environmental	matters,	helping	them	make	the	
right	choices	and	promoting	sustainable	behavior	both	at	
work	and	at	home.

➔	Refer to www.ubs.com/environment for more information 

on UBS’s environmental management system
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Environmental indicators 1

2008 2 2007 2 2006 2

GRI 3
Absolute  

normalized 4
Data  

quality 5 Trend 6
Absolute 

normalized 4
Absolute 

normalized 4

Total direct and intermediate energy consumption 7 1,016 GWh *** ➙ 981 GWh 951 GWh

Total direct energy consumption 8 EN3 127 GWh ** ➙ 130 GWh 154 GWh

natural gas 83.3% ** ➙ 83.3% 85.5%

heating oil 12.2% *** ➙ 12.1% 11.8%

fuels (petrol, diesel, gas) 4.5% *** ➙ 4.6% 2.7%

renewable energy (solar power, etc.) 0.03% *** ➘ 0.03% 0.03%

Total intermediate energy purchased 9 EN4 890 GWh *** ➙ 851 GWh 797 GWh

electricity from gas-fired power stations 11.7% ** ➙ 12.3% 13.2%

electricity from oil-fired power stations 3.7% *** 4.2% 4.5%

electricity from coal-fired power stations 18.4% ** ➙ 18.6% 21.7%

electricity from nuclear power stations 11.1% ** ➘ 13.6% 20.5%

electricity from hydroelectric power stations 25.8% *** ➙ 25.5% 21.4%

electricity from other renewable resources 23.1% *** ➙ 22.0% 12.7%

district heating 6.2% *** 3.8% 6.0%

Share of renewable energy and district heating 48% *** ➚ 45% 34%

Total business travel EN29 886 m Pkm *** 1,042 m Pkm 936 m Pkm

rail travel 10 3.5% ** ➙ 3.3% 4.1%

road travel 10 0.6% ** 0.5% 0.6%

air travel 96.0% *** ➙ 96.2% 95.3%

Number of flights (segments) 398,369 *** 446,274 402,629

Total paper consumption EN1 14,403 t *** ➘ 15,593 t 14,013 t

post-consumer recycled EN2 16.2% *** 10.5% 6.2%

new fibers FSC 11 16.6% *** 10.7% 0.0%

new fibers ECF + TCF 11 66.8% *** 78.6% 93.8%

new fibers chlorine bleached 0.4% ** 0.2% 0.0%

Total waste EN22 25,644 t *** ➙ 24,589 t 22,631 t

valuable materials separated and recycled 54.6% *** ➙ 56.3% 58.2%

incinerated 14.3% *** ➘ 15.8% 12.7%

landfilled 31.1% ** ➚ 27.9% 29.1%

Total water consumption EN8 2.42 m m3 ** ➚ 2.19 m m3 1.94 m m3

Total CO2 footprint 12 264,197 t *** ➘ 281,705 t 293,169 t

total direct CO2 emissions (GHG scope 1) 13 EN16 26,490 t *** ➙ 26,701 t 31,519 t

total indirect CO2 emissions (GHG scope 2) 13 EN16 204,344 t ** ➙ 218,681 t 230,015 t

total other indirect CO2 emissions (GHG scope 3) 13 EN17 129,364 t *** 149,323 t 132,635 t

total CO2e offsets (business air travel) 14 96,000 t *** 113,000 t 101,000 t

Legend: GWh = giga watt hour; Pkm = person kilometer; t = ton; m3 = cubic meter; m = million

1 All figures are based on the level of knowledge as of January 2009.  2 Reporting period: 2008 (1 July 2007–30 June 2008), 2007 (1 July 2006–30 June 2007), 2006 (1 July 2005–30 June 2006).   
3 Global reporting initiative (see also www.globalreporting.org). “EN” stands for the environmental performance indicators as defined in the GRI.  4 Non-significant discrepancies from 100% are pos-
sible due to roundings.  5 Specifies the estimated reliability of the aggregated data and corresponds approximately to the following uncertainty (confidence level 95%): up to 5% – ***, up to 15% – **, 
up to 30% – *. “Uncertainty” is the likely difference between a reported value and a real value.  6 Trend: at a *** / ** / * data quality, the respective trend is stable (➙) if the variance equals 5 / 10 / 15%, 
low decreasing / increasing (➘,➚) if it equals 10 / 20 / 30% and decreasing / increasing if the variance is bigger than 10 / 20 / 30% ( , ).  7 Refers to energy consumed within the operational boundaries 
of UBS.  8 Refers to primary energy purchased which is consumed within the operational boundaries of UBS (oil, gas, fuels).  9 Refers to energy purchased that is produced by converting primary en-
ergy and consumed within the operational boundaries of UBS (electricity and district heating).  10 Rail and road travel: Switzerland only.  11 Paper produced from new fibers. “FSC” stands for Forest 
Stewardship Council, “ECF” for elementary chlorine free and “TCF” for totally chlorine free.  12 CO2 footprint equals total CO2 emissions (GHG scope 1, 2 and 3) minus CO2e offsets.   
13 Refers to ISO 14064 and the “GHG (greenhouse gas) protocol initiative” (www.ghgprotocol.org), the international standards for CO2 reporting: Scope 1 accounts for direct CO2 emissions by UBS; 
Scope 2 accounts for indirect CO2 emissions associated with the generation of imported / purchased electricity, heat or steam; Scope 3 accounts for indirect CO2 emissions associated with business 
travel, paper consumption and waste disposal.  14 Offsets from third-party GHG reduction projects measured in CO2 equivalents (CO2e). These offsets neutralize CO2 emissions from business air travel.
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UBS business divisions and  
Corporate Center



UBS reporting structure in 2008

Wealth Management 
International & Switzerland

Wealth Management US

Business Banking Switzerland

Global Wealth Management 
& Business Banking

Global Asset Management Investment Bank Corporate Center

Private Equity

Industriebeteiligungen

1FP002_e

UBS business divisions and Corporate Center
– As announced on 10 February 2009, Global Wealth Management & Business 

 Banking has been divided into two business divisions: Wealth Management & 
Swiss Bank and Wealth Management Americas. 

– The Investment Bank underwent a detailed strategic review in 2008. 
The  result was a repositioning of the business division, personnel and cost 
reductions and a  refocusing of the business division’s activities and businesses. 

Wealth Management International & Switzerland 
recorded a pre-tax profit of CHF 3,601 million in 2008, a 
decrease from the record profit of CHF 6,310 million in 
2007. This is partially due to a provision of CHF 917 million 
in connection with the US cross-border case. During this 
period: 

Net new money outflows were CHF 101.0 billion compared 
with inflows of CHF 125.1 billion. Invested assets declined 
to CHF 870 billion from CHF 1,294 billion. The gross 
margin on invested assets fell six basis points to 97 basis 
points. The cost / income ratio increased to 63.1% from 
51.1%. 

Wealth Management US recorded a pre-tax loss of 
CHF 810 million in 2008, compared with a pre-tax profit of 
CHF 674 million in 2007. 2008 included auction rate 
securities-related charges of CHF 1,636 million. During this 
period: 

Net new money outflows were CHF 10.6 billion compared 
with inflows of CHF 26.6 billion. Invested assets declined to 
CHF 600 billion from CHF 840 billion. The gross margin on 
invested assets increased five basis points to 82 basis 
points. The cost / income ratio increased to 113.4% from 
89.9%. Recurring income declined 8% to CHF 3,835 million. 
Revenues per advisor decreased to CHF 721,000 from 
CHF 828,000. 

Business Banking Switzerland recorded a pre-tax profit 
of CHF 2,449 million, up CHF 182 million from 2007. 
During this period: 

Net new money outflows were CHF 11.4 billion compared 
with inflows of CHF 4.6 billion. Invested assets declined 
to CHF 129 billion compared with CHF 164 billion. The 
cost / income ratio decreased to 51.2% from 57.7%. The 
loan portfolio declined 2% to CHF 143 billion. The ratio of 
the impaired gross lending portfolio to the total gross 
lending portfolio improved to 1.0% from 1.2%.

Global Wealth Management & Business Banking



Performance from continuing operations before tax

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.06 31.12.07

Wealth Management International & Switzerland 3,601 6,310 5,197 (43)

Wealth Management US (810) 674 542

Business Banking Switzerland 2,449 2,267 2,281 8

Global Wealth Management & Business Banking 5,240 9,251 8,020 (43)

Global Asset Management 1,333 1,454 1,320 (8)

Investment Bank (34,300) (16,669) 5,568 (106)

Corporate Center (31) 2,222 (789) (101)

Global Asset Management

Pre-tax profit decreased 8% to CHF 1,333 million in 2008 
from CHF 1,454 million in 2007. During this period: 

Net new money outflows were CHF 103.0 billion compared 
with CHF 15.7 billion. Institutional invested assets declined 
to CHF 335 billion compared with CHF 522 billion. 
Wholesale intermediary invested assets fell to CHF 240 
billion compared with CHF 369 billion. The gross margin on 
institutional invested assets declined six basis points to 38 
basis points. The gross margin on wholesale intermediary 
invested assets fell six basis points to 41 basis points. The 
cost / income ratio was 54.1% compared with 64.5%.

Investment Bank 

Pre-tax loss of CHF 34,300 million in 2008, compared with 
a pre-tax loss of CHF 16,669 million in 2007. During this 
period: 

The cost / income ratio and compensation ratio remained 
not meaningful due to negative overall results in both 
years. Average regulatory Value at Risk (VaR) (10-day, 99% 
confidence, five years of historical data) was CHF 374 
million compared with CHF 514 million. The ratio of the 
impaired gross lending portfolio to the total gross lending 
portfolio was 3.6%, up from 0.4%. 

Corporate Center

The Corporate Center produced a slightly negative result 
of CHF 31 million in 2008 from continuing operations, 
compared with a gain of CHF 2,222 million in 2007. 
During this period, total operating income decreased to 
CHF 998 million from CHF 3,562 million and total 
 operating expenses declined to CHF 1,029 million from 
CHF 1,340 million.
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Business division reporting

As of or for the year ended % change from

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.07

Income 21,690 24,841 21,775 (13)

Credit loss (expense) / recovery (421) 28 109

Total operating income 21,269 24,869 21,884 (14)

Cash components 9,191 10,564 9,074 (13)

Share-based components 1 187 444 377 (58)

Total personnel expenses 9,378 11,008 9,451 (15)

General and administrative expenses 5,367 3,178 3,078 69

Services (to) / from other business units 926 1,106 1,040 (16)

Depreciation of property and equipment 261 241 232 8

Amortization of intangible assets 98 85 63 15

Total operating expenses 16,030 15,618 13,864 3

Business division performance before tax 5,240 9,251 8,020 (43)

Key performance indicators

Cost / income ratio (%) 2 73.9 62.9 63.7

Attributed equity and risk-weighted assets

Average attributed equity (CHF billion) 3 17.3

Return on attributed equity (RoaE) (%) 4 30.4

BIS risk-weighted assets (CHF billion) 5 89.2 169.7 155.2

Return on BIS risk-weighted assets (%) 6 5.8 5.6 5.3

Goodwill and intangible assets (CHF billion) 7 6.2 5.8 6.0

Additional information

Invested assets (CHF billion) 1,599 2,298 2,123 (30)

Net new money (CHF billion) 8 (123.0) 156.3 114.5

Client assets (CHF billion) 2,393 3,554 3,337 (33)

Personnel (full-time equivalents) 49,541 51,243 48,200 (3)

1 Includes social security contributions and expenses related to alternative investment awards.  2 Operating expenses / income.  3 Refer to the “Capital management” section of this report for more 
information about the equity attribution framework, which was implemented in 2008.  4 Business division performance before tax / average attributed equity.  5 BIS risk-weighted assets (RWA) are 
according to Basel II for 2008, and according to the Basel I framework for 2007 and 2006.  6 Business division performance before tax / average BIS RWA.  7 2007 and 2006 represent goodwill and 
intangible assets in excess of 4% of BIS tier 1 capital.  8 Excludes interest and dividend income.

Global Wealth Management & Business Banking

Global Wealth Management & Business Banking is a leading global provider of financial services for wealthy 
clients and the leading bank for individual and corporate clients in Switzerland.
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Market growth

Incremental profitability

Corporate & 
retail banking 
in Switzerland

Established 
international 
markets 

Wealth 
Management
Switzerland

Continue earnings growth to achieve 
top peer profitability

Wealth Management Americas 

Achieve break-even and subsequently 
match peer profitability

European domestic markets

Optimize break-even targets

Other domestic markets, including start-ups 

Continued investments to drive 
top-line growth

International growth markets

Business

A global branch network delivers comprehensive financial 
services to wealthy private individuals around the world and 
to private and corporate clients in Switzerland. All clients are 
provided with the advice, financial products and tools that fit 
their individual needs.

Strategy

The cornerstones of this business division’s strategy are:
–  to strengthen its global leadership in wealth management 

by actively investing in fast-growing markets and devel-
oping a strong focus on high and ultra-high net worth 
clients; 

–  to position UBS as the universal bank of choice in Switzer-
land by strengthening its position across all client seg-
ments, as well as developing clients across segments and 
therefore each client relationship to its full potential; and

–  to maximize risk-adjusted profits by a balanced focus on 
top-line growth, risk and efficiency.
UBS places great emphasis on differentiating strategies 

for individual markets according to their profitability and 
growth potential. In the international markets where UBS is 
well established with a high market share and in Switzer-
land, the focus is on maximizing productivity and profitabil-
ity as the growth prospects are less high. For domestic busi-
nesses within the five biggest European economies, UBS 
aims to increase profitability. For the key domestic US pres-
ence, UBS concentrates on continuing earnings growth and 
achieving profitability comparable with the best of its peer 
group. In those international markets which have been 
 expanding strongly (for example, Asia, Eastern Europe, Latin 

America and the Middle East), UBS will continue to invest 
actively in order to tap their long-term growth potential. In 
addition, within the next seven to 10 years UBS plans to 
 establish a significant domestic presence in select markets 
where its business is not yet mature.

Organizational structure

Formed on 1 July 2005, this business division encompassed 
UBS’s global wealth management businesses and the Swiss 
corporate and retail banking unit. Throughout 2008, until 
the recent reorganization, it comprised the following busi-
ness units: Wealth Management International & Switzerland, 
serving wealthy and affluent clients around the world, except 
domestic clients in the US; Wealth Management US, serving 
wealthy and affluent domestic US clients; and Business Bank-
ing Switzerland, serving retail and corporate clients in Swit-
zerland. Each of these business units is provided with infra-
structure, products and services by the business division’s 
support functions, which also provide services to other UBS 
business divisions under a transfer pricing mechanism.

On 10 February 2009, UBS announced a reorganization of 
its global wealth management and Swiss business banking 
businesses. Global Wealth Management & Business Banking 
has been divided into two new business divisions: Wealth 
Management & Swiss Bank, which comprises all wealth man-
agement business booked outside the Americas plus the 
Swiss private and corporate client business; and Wealth Man-
agement Americas, including Wealth Management US, the 
domestic Canadian and Brazilian businesses, as well as the 
international business booked in the United States.

This new management structure will be the basis for the 
business division’s segment reporting starting with UBS’s 
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Current reporting structure (on 31 December 2008)

Global Wealth Management & Business Banking

Business Banking Switzerland Wealth Management 
International & Switzerland

Wealth Management US

Swiss clients

2BD033_e

International clients

New reporting structure (from first quarter 2009 onwards)

Wealth Management & Swiss Bank Wealth Management Americas

Swiss clients1 International clients2

Supplementary disclosure of revenue lines and selected key performance indicators
Full profit and loss disclosure

1 Includes “Swiss Bank” and “Corporate and Institutional Banking”.    2 Includes “Wealth Management International” and “Wealth Management Global”.

 financial report for first quarter 2009. UBS will provide sepa-
rate segment reporting for Wealth Management & Swiss 
Bank and Wealth Management Americas. UBS has chosen to 
subdivide Wealth Management & Swiss Bank into Swiss and 
international business areas for reporting purposes (income 
data and key performance indicators): 
 – “Swiss clients” will cover services provided to Swiss retail, 

wealth management and small businesses, as well as 
 corporate and institutional clients. 

–  “International clients” will encompass the international 
wealth management business conducted out of Switzer-
land and all wealth management businesses of UBS’s 
 other booking centers in Asia and Europe. 

➔	Prior to publication of first quarter 2009 results, UBS 

will publish restated business division results on  

www.ubs.com/investors showing quarterly and annual 

results for 2007 and 2008 under the new organizational 

structure announced on 10 February 2009.
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Business

Wealth management solutions are delivered via this business 
unit’s global branch network and through financial interme-
diaries. In addition to the specific wealth management prod-
ucts and services outlined below, clients benefit from UBS’s 
entire range of resources, from asset management to estate 
planning and corporate finance advice. An open product 
platform gives clients access to a wide array of pre-screened, 
top-quality products from third-party providers that comple-
ment UBS’s own product lines. On 31 December 2008, in-
vested assets were CHF 870 billion.

Organizational structure

Throughout 2008, until the recent reorganization, this busi-
ness unit comprised the following areas: Asia Pacific; Latin 
America, the Mediterranean, the Middle East and Africa; 
North, East and Central Europe; and Switzerland. The exten-
sive wealth management branch network consisted of 5,755 
client advisors, around 110 offices in Switzerland and more 
than 100 offices worldwide. 

Competitors

Major competitors of this business unit include globally 
 active wealth managers, such as the wealth management 
operations of Credit Suisse, HSBC and Citigroup. The busi-
ness unit also competes with private banks that operate 
mainly within their respective domestic markets, such as 

Coutts in the UK, Deutsche Bank AG and Sal. Oppenheim in 
Germany, Unicredit in Italy, and Swiss banks focused on in-
ternational clients (such as Julius Baer and Pictet).

Clients and markets

The following client segments are offered sophisticated 
products and services specifically designed to address their 
needs: international core affluent clients with investable as-
sets of CHF 250,000 to CHF 2 million; high net worth clients 
with investable assets of up to CHF 5 million; private wealth 
management clients with investable assets of CHF 5 million 
to CHF 50 million; and  ultra-high net worth clients with in-
vestable assets of more than CHF 50 million. The business 
unit also provides financial intermediaries, both inside and 
outside Switzerland, with UBS’s wealth management solu-
tions, products and services.

Products and services

The business unit offers expert financial advice to support 
clients throughout the different stages of their lives. Wealth 
planning advice is also given on topics such as the funding of 
education, gift giving, inheritance and succession. Corporate 
finance advice is offered to support clients in the process of 
disposing of corporate assets. Clients can also trade a full 
range of financial instruments, from single securities, such as 
equities and bonds, to structured products and alternative 
investments. The business unit also fulfills the basic banking 
needs of private clients with a wide variety of products, rang-

Wealth Management International & Switzerland
Business description
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Invested assets by client wealth  

In %, except where indicated

On 31.12.08 Total: CHF 870 billion
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ing from cash accounts and savings accounts to credit cards, 
mortgages and securities-backed lending.

By aggregating private investment flows into institution-
al-size flows, the business unit is in a position to offer its 
private clients access to investments that would otherwise 
only be available to institutional clients. Expertise is sourced 
either from within UBS or from the external market.

Both discretionary and non-discretionary mandates are 
offered. Clients who opt for a discretionary mandate dele-
gate the management of their assets, including investment 
decisions, to a team of professional portfolio managers who 
work according to an agreed investment strategy. Clients 
who prefer to be actively involved in the management of 
their assets can choose a non-discretionary mandate, where 
investment professionals provide analysis and monitoring of 
portfolios, together with tailor-made proposals to support 
investment decisions.
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Settlement regarding the US cross-border case

As announced on 18 February 2009, 
UBS settled the US cross-border 
case with the US Department of 
Justice (DOJ) and the US Securities and 
Exchange Commission (SEC) by enter-
ing into a Deferred Prosecution 
Agreement (DPA) with the DOJ and a 
Consent Order with the SEC. As part 
of these settlement agreements: 
–  UBS will pay a total of USD 780 mil-

lion (CHF 917 million) to the United 
States, USD 380 million represent-
ing disgorgement of profits from 
maintaining the US cross-border 
business and USD 400 million 
representing US federal backup 
withholding tax required to be 
withheld by UBS, together with 
interest and penalties, and restitu-
tion for unpaid taxes associated 
with certain account relationships 
involving fraudulent sham and 
nominee offshore structures and 
otherwise as covered by the DPA. 

–  UBS will complete the exit of the 
US cross-border business out of 
non-SEC registered entities, as 
announced in July 2008, which 
these settlements now allow UBS to 
do in a lawful, orderly and expedi-
tious manner.

–  UBS will implement and maintain 
an effective program of internal 
controls with respect to compliance 
with its obligations under its 
Qualified Intermediary Agreement 
(QIA) with the Internal Revenue 
Service (IRS) as well as a revised 

legal and compliance governance 
structure in order to strengthen 
independent legal and compliance 
controls.

–  Pursuant to an order issued by the 
Swiss Financial Market Supervisory 
Authority (FINMA), information has 
been transferred to the DOJ 
regarding accounts of certain US 
clients as set forth in the DPA, who, 
based on evidence available to UBS, 
appear to have committed tax 
fraud or the like within the 
meaning of the Swiss-US Double 
Taxation Treaty. 

Under the DPA, the DOJ has agreed 
that any prosecution of UBS be 
deferred for a period of at least 18 
months, which is subject to extension 
under certain circumstances, such as 
UBS needing more time to complete 
the implementation of the exit of its 
US cross-border business. If UBS 
satisfies all of its obligations under the 
DPA, the DOJ will refrain from 
pursuing charges against UBS relating 
to the investigation of its US cross-
border business. 
Additionally, as published by FINMA 
on 18 February 2009, FINMA has 
concluded that UBS violated the 
requirements for proper business 
conduct, and it barred UBS from 
providing services to US resident 
private clients out of non-SEC 
registered entities. Further, FINMA 
ordered UBS to enhance its control 
framework around its cross-border 

businesses and announced that the 
effectiveness of such a framework will 
be audited. The order by FINMA in 
support of the resolution achieved 
with the DOJ was instrumental in 
averting the imminent risk of further 
negative implications and uncertainties 
for the bank. 
The cost for the settlement has been 
fully charged to the year 2008, as 
reflected in this report. 
The settlement agreements do not 
resolve issues concerning the pending 
“John Doe” summons which the IRS 
served on UBS in July 2008. The 
summons seeks information regarding 
a substantial number of undisclosed 
accounts maintained by US persons at 
UBS in Switzerland, whose informa-
tion is protected from disclosure by 
Swiss financial privacy laws. As 
announced on 19 February 2009, the 
IRS has commenced a civil action, 
seeking enforcement of the summons, 
which UBS intends to challenge. 
UBS believes it has substantial 
defenses to the enforcement of the 
summons and intends to vigorously 
contest its enforcement in the civil 
proceeding, as is permitted under the 
terms of the DPA. Objections to the 
enforcement of the summons are 
based upon US law, the terms of UBS’s 
QIA with the IRS, Swiss financial 
privacy and other laws, and the 
principles of international comity that 
require US courts to take into account 
foreign laws. 
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Business unit reporting

As of or for the year ended % change from

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.07

Income 10,819 12,893 10,827 (16)

Credit loss (expense) / recovery (390) (1) 1

Total operating income 10,429 12,892 10,828 (19)

Cash components 3,037 3,704 2,999 (18)

Share-based components 1 75 169 174 (56)

Total personnel expenses 3,112 3,873 3,173 (20)

General and administrative expenses 2,001 1,064 885 88

of which: impact from US cross-border case 917

Services (to) / from other business units 1,581 1,531 1,479 3

Depreciation of property and equipment 97 95 84 2

Amortization of intangible assets 38 19 10 100

Total operating expenses 6,828 6,582 5,631 4

Business unit performance before tax 3,601 6,310 5,197 (43)

of which: impact from US cross-border case (917)

business unit performance before tax excluding US cross-border case 4,518 6,310 5,197 (28)

Key performance indicators

Invested assets (CHF billion) 870 1,294 1,138 (33)

Net new money (CHF billion) 2 (101.0) 125.1 97.6

Gross margin on invested assets (bps) 3 97 103 103 (6)

Cost / income ratio (%) 4 63.1 51.1 52.0

Client advisors (full-time equivalents) 5,755 5,774 4,742 0

Client advisor productivity

Revenues per advisor (CHF thousand) 5 1,824 2,424 2,441 (25)

Net new money per advisor (CHF thousand) 6 (17,029) 23,516 22,008

Invested assets per advisor (CHF thousand) 7 187,159 234,504 236,879 (20)

International clients

Income 8,185 9,739 7,907 (16)

Invested assets (CHF billion) 682 1,013 862 (33)

Net new money (CHF billion) 2 (71.3) 115.6 90.8

Gross margin on invested assets (bps) 3 94 101 101 (7)

Swiss clients

Income 2,634 3,154 2,920 (16)

Invested assets (CHF billion) 189 281 276 (33)

Net new money (CHF billion) 2 (29.7) 9.5 6.8

Gross margin on invested assets (bps) 3 110 111 110 (1)

1 Includes social security contributions and expenses related to alternative investment awards.  2 Excludes interest and dividend income.  3 Income / average invested assets.  4 Operating expenses / income.   
5 Income / average number of client advisors.  6 Net new money / average number of client advisors.  7 Average invested assets / average number of client advisors.

Business performance
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Business unit reporting (continued)

As of or for the year ended % change from

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.07

Attributed equity and risk-weighted assets

Average attributed equity (CHF billion) 1 6.1

Return on attributed equity (RoaE) (%) 2 59.0

BIS risk-weighted assets (CHF billion) 3 25.2 63.1 51.5

Return on BIS risk-weighted assets (%) 4 12.3 10.5 10.8

Goodwill and intangible assets (CHF billion) 5 1.9 1.8 1.7

Additional information

Recurring income 6 8,194 9,617 8,143 (15)

Client assets (CHF billion) 1,048 1,651 1,436 (37)

Personnel (full-time equivalents) 15,271 15,811 13,564 (3)

1 Refer to the “Capital management” section of this report for more information on the equity attribution framework, which was implemented in 2008.  2 Business unit performance before tax / average at-
tributed equity.  3 BIS risk-weighted assets (RWA) are according to Basel II for 2008, and according to the Basel I framework for 2007 and 2006.  4 Business unit performance before tax / average BIS 
RWA.  5 2007 and 2006 represent goodwill and intangible assets in excess of 4% of BIS tier 1 capital.  6 Interest, asset-based revenues for portfolio management and account-based, distribution and advi-
sory fees.

2008

Key performance indicators

In 2008, net new money outflows amounted to CHF 101.0 
billion, compared with inflows of CHF 125.1 billion in 2007. 
This occurred in the context of continuing credit market tur-
bulence and its impact on the firm’s operating performance 
and reputation. Outflows of net new money were most pro-
nounced in September and the first half of October.

Invested assets, at CHF 870 billion on 31 December 2008, 
were down 33% from CHF 1,294 billion a year earlier, main-
ly reflecting sharply lower equity markets and the strong 
 decline of major currencies against the Swiss franc, as well as 
net new money outflows.

The gross margin on invested assets was 97 basis points in 
2008, down six basis points from a year earlier, as clients 
 increased their allocation of lower-margin cash products. A 
further contributing factor was substantially lower levels of cli-
ent transaction activity. Overall, recurring income made up 74 
basis points of the margin in 2008, down from 77 basis points 
in 2007. Non-recurring income comprised 23 basis points of 
the margin in 2008, down 3 basis points from 2007.

The cost / income ratio increased to 63.1% in 2008 from 
51.1% a year earlier. This increase is primarily due to general 
and administrative expenses from the recognition of a provi-
sion of CHF 917 million (USD 780 million) in connection with 
the US cross-border case (refer to the “Settlement regarding 
the US cross-border case” sidebar in this section for more in-
formation). Excluding the impact of these costs, the cost / in-
come ratio would have increased to 54.6% in 2008 from the 
previous year.

Results

In 2008, pre-tax profit fell 43% to CHF 3,601 million, com-
pared with the record CHF 6,310 million in 2007. This is par-
tially due to a provision of CHF 917 million in connection with 
the US cross-border case. Excluding the impact of these costs, 
the pre-tax result would have fallen 28%, mainly reflecting 
the lower asset base and client transaction activity.

Operating income
Total operating income in 2008 was CHF 10,429 million, 
down 19% from CHF 12,892 million a year earlier. Recurring 
income decreased 15% on lower asset-based fees. Non- 
recurring income fell by 20% due to lower brokerage fees, 
reflecting decreased client transaction activity levels.

Operating expenses
At CHF 6,828 million, operating expenses in 2008 were up 
4% from CHF 6,582 million a year earlier. This is primarily due 
to a provision of CHF 917 million in connection with the US 
cross-border case. Excluding the impact of these costs, the op-
erating expenses would have decreased 10%, mainly due to 
lower performance-related compensation. This resulted in 
lower personnel expenses, which fell 20% to CHF 3,112 mil-
lion in 2008 compared with CHF 3,873 million a year earlier. 
General and administrative expenses, at CHF 2,001 million, 
were up by 88% from CHF 1,064 million a year earlier due to 
the abovementioned provisions related to the US cross-border 
case. Expenses for services from other business units, at CHF 
1,581 million in 2008, were up 3% from CHF 1,531 million 
the previous year, mainly reflecting increased consumption of 
services. Depreciation was CHF 97 million in 2008, almost 
 unchanged from CHF 95 million a year earlier. Amortization of 
intangible assets was CHF 38 million, up CHF 19 million from 
2007 mainly reflecting an impairment charge.
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2007

Key performance indicators

In 2007, net new money was a record CHF 125.1 billion, 
compared with CHF 97.6 billion in 2006, representing an 
 annual growth rate of 11% of the underlying invested asset 
base at year-end 2006. This outstanding result reflected 
 increases in all geographical regions throughout the year, 
particularly in Asia Pacific and Americas, both a result of the 
growth strategy.

Invested assets, at CHF 1,294 billion on 31 December 
2007, were up 14% from CHF 1,138 billion a year earlier, 
mainly reflecting the strong inflow of net new money and 
rising financial markets. This increase was partially offset by 
negative currency effects. The 7% fall of the US dollar 
against the Swiss franc contributed to this decrease – 
 approximately 36% of invested assets were denominated in 
US dollars at the end of 2007.

The gross margin on invested assets was 103 basis points 
in 2007, unchanged from a year earlier, as the increase in 
non-recurring margin following a sustained level of client ac-
tivity was offset by a lower recurring margin. Overall, recur-
ring income made up 77 basis points of the margin in 2007, 
down from 78 basis points in 2006. Non-recurring income 
comprised 26 basis points of the margin in 2007, up one 
basis point from 2006.

The cost / income ratio improved to 51.1% in 2007 from 
52.0% a year earlier. The cost / income ratio improved for the 
fifth consecutive year despite the rise in costs in pursuit of 
the global expansion strategy. This improvement reflected 
the strong rise in income due to a higher asset base and 
higher volumes in lombard lending, which more than offset 
the increase in personnel expenses (mainly headcount 
 increase and performance-related compensation) and gen-
eral and administrative expenses.

Results

In 2007, pre-tax profit, at a record CHF 6,310 million, rose 
21% compared with 2006. Total operating income was up 
19% in 2007, reflecting a higher asset base and increased 
collateralized lending volumes and more client activity. Oper-
ating expenses, up 17% in 2007 from 2006, also rose as the 
business expanded.

Operating income
Total operating income in 2007 was CHF 12,892 million, up 
19% from CHF 10,828 million a year earlier. This was the 
highest level ever, reflecting a rise in recurring as well as non-
recurring revenues. Recurring income increased 18% on ris-
ing asset-based fees, benefiting from strong net new money 
inflows. This was accentuated by higher interest income due 
to the expansion of lombard lending activities. Non-recur-
ring income rose 22% due to higher brokerage fees, reflect-
ing high client activity levels. 

Operating expenses
At CHF 6,582 million, operating expenses in 2007 were up 
17% from CHF 5,631 million a year earlier, reflecting high-
er personnel expenses and general and administrative 
 expenses as a result of ongoing business growth. Personnel 
expenses rose 22% to CHF 3,873 million in 2007 compared 
with CHF 3,173 million a year earlier, reflecting the increase 
in salaries due to business expansion and higher perfor-
mance-related compensation. General and administrative 
expenses, at CHF 1,064 million, were up 20% in 2007 from 
CHF 885 million a year earlier due to increased expenses for 
travel and entertainment, premises and professional fees – 
all a consequence of continuous business expansion. 
 Expenses for services from other business units, at 
CHF 1,531 million in 2007, were up 4% from CHF 1,479 
million the previous year, mainly reflecting increased con-
sumption. Depreciation was CHF 95 million in 2007, up 
13% from CHF 84 million a year earlier because of contin-
ued business growth. Amortization of intangible assets was 
CHF 19 million, up CHF 9 million from 2006.
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Wealth Management US offices: 2BD010_e

Business

Wealth Management US provides wealth management ser-
vices to US private clients. On 31 December 2008, the busi-
ness unit had CHF 600 billion in invested assets.

Organizational structure

Wealth Management US is headquartered in Weehawken, 
New Jersey, where most corporate and operational func-
tions are located. The client-facing organization consists of 
the branch network in the US and Puerto Rico, with more 
than 8,100 financial advisors. The branch network is staffed 
by regional managers, market area managers, branch office 
managers, financial advisors and administrative support 
staff.

Established as part of Global Wealth Management & Busi-
ness Banking in 2005, the business unit continues to evolve 
to meet the specific needs of its client base. Key acquisitions 
and transactions over the last three years included:

 – August 2006 acquisition of the private client services 
branch network of Piper Jaffray.

–  February 2007 acquisition of the McDonald Investments’ 
private client branch network.

–  October 2008 saw the Investment Bank’s municipal secu-
rities operations serving private clients transfer to Wealth 
Management US (following UBS’s decision in June 2008 
that its Investment Bank would exit the institutional mu-
nicipal securities business).

Legal structure
In the US, the business unit operates through direct and 
 indirect subsidiaries of UBS. Securities and operations activi-
ties are conducted primarily through three registered broker-
dealers: UBS Financial Services Inc., UBS Financial Services 
Inc. of Puerto Rico and UBS Services USA LLC. Wealth Man-
agement US’s banking services include Federal Deposit Insur-
ance Corporation (FDIC)-insured deposit accounts and 
 enhanced collateralized lending services, which are conduct-
ed through UBS Bank USA, a federally regulated Utah bank.

Wealth Management US
Business description
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Competitors

Wealth Management US competes with national full-service 
brokerage firms, domestic and global private banks, regional 
broker-dealers, independent broker-dealers, registered in-
vestment advisors, commercial banks, trust companies and 
other financial services firms offering wealth management 
services to US private clients. In 2008, the financial crisis trig-
gered consolidation within the industry that directly impact-
ed the business unit’s major competitors: Citi Global Wealth 
Management, Merrill Lynch Global Wealth Management, 
Morgan Stanley Global Wealth Management Group and 
Wachovia Securities. Specifically, Merrill Lynch was acquired 
by Bank of America, effective 1 January 2009 and Wachovia 
Corporation was acquired by Wells Fargo, effective 
31  December 2008. In January 2009, Morgan Stanley and Citi 
announced an agreement to combine Morgan Stanley’s Glob-
al Wealth Management Group and Citi’s Smith Barney unit 
into a joint venture called Morgan Stanley Smith Barney.

Clients and strategy

Wealth Management US is focused on the delivery of ser-
vices tailored to meet the needs of four distinct client seg-
ments: ultra-high net worth (more than USD 10 million in 
investable assets), high net worth (USD 1 million to USD 10 

million in investable assets), core affluent (USD 250,000 to 
USD 1 million in investable assets) and the emerging affluent 
(up to USD 250,000 in investable assets).

The business unit is committed to a number of strategic 
priorities, including gaining market share, achieving im-
proved profitability, enhancing the client experience and at-
tracting and retaining key talent.

One long-term strategy is to ensure the delivery of a high-
quality and consistent client experience as defined by the 
four steps of the “UBS Client Experience”: understanding 
client needs, proposing appropriate solutions, agreeing on 
and implementing them, and reviewing progress toward 
 client goals. To do so, the organization is focused on imple-
menting a number of organic growth initiatives, infrastruc-
ture enhancements and staff development programs, all 
aimed at fundamentally improving the way financial advisors 
serve clients. In 2008, Wealth Management US expanded its 
services and capabilities by increasing its range of client-seg-
ment specific offerings. Two additional private wealth man-
agement offices were opened to service ultra-high net worth 
clients in Houston, Texas, and Boston, Massachusetts. With 
these openings, UBS has nine dedicated private wealth man-
agement offices across the US, with additional offices to be 
opened in select markets through 2010. In June 2008, the 
first group of UBS wealth advisors received accreditation 
from a new and comprehensive development program 
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 designed by UBS for advisors focused on the high net worth 
segment. In the first and third quarters of 2008, investment 
centers in New Jersey and North Carolina were opened to 
serve emerging affluent clients.

Products and services

Wealth Management US offers clients a full array of wealth 
management services that focus on the individual invest-
ment needs of each client. Comprehensive planning sup-
ports clients through the various stages of their lives, includ-
ing education funding, charitable giving, tax management 
strategies, estate strategies, insurance, retirement, and trusts 
and foundations. Advisors work closely with consultants 
who are subject-matter experts in areas such as wealth plan-
ning, asset allocation, retirement and annuities, alternative 
investments, structured products, and banking and lending. 
They also have access to Wealth Management Research con-
tent to support investment decisions.

Products and services are designed to meet a wide vari-
ety of investment objectives including capital appreciation, 
income generation, diversifying portfolio concentration 
and tax optimization. To address the full range of clients’ 
investment needs, Wealth Management US offers compet-
itive lending and cash management services, including the 
Resource Management Account (RMA) product, credit 

cards, FDIC-insured deposits, securities-backed lending and 
mortgages. Additionally, through Corporate Employee 
 Financial Services, it provides stock option and other related 
services to many of the largest US corporations and their 
executives.

The business unit’s clients have the option of transaction-
based or asset-based pricing for their relationships. Clients 
who choose asset-based pricing have access to both discre-
tionary and non-discretionary investment advisory programs. 
While non-discretionary advisory programs enable the client 
to maintain control over all transactions in the account, cli-
ents with discretionary advisory programs direct investment 
professionals to manage a portfolio on their behalf. Depend-
ing on the type of discretionary program, the client can give 
investment discretion to a qualified financial advisor, a team 
of UBS investment professionals or a third-party investment 
manager. Separately, mutual fund advisory programs are 
also offered, where a financial advisor works with the client 
to create a diversified portfolio of mutual funds guided by a 
research-driven asset allocation framework.

Transaction-based pricing offers access to a broad range 
of transaction products, including individual securities such 
as equities and fixed income instruments. To complement 
portfolio strategies, qualified clients may take advantage of 
the offerings in structured products and alternative invest-
ments.



86

UBS business divisions and Corporate Center
Global Wealth Management & Business Banking

Business unit reporting

As of or for the year ended % change from

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.07

Income 5,847 6,662 5,863 (12)

of which: ARS settlement impact (172)

Credit loss (expense) / recovery (25) (2) (1)

Total operating income 5,821 6,660 5,862 (13)

Cash components 3,806 4,352 3,686 (13)

Share-based components 1 85 199 153 (57)

Total personnel expenses 3,891 4,551 3,839 (15)

General and administrative expenses 2,348 976 1,073 141

of which: ARS settlement impact 1,464

Services (to) / from other business units 238 314 281 (24)

Depreciation of property and equipment 94 79 74 19

Amortization of intangible assets 60 66 53 (9)

Total operating expenses 6,631 5,986 5,320 11

Business unit performance before tax (810) 674 542

of which: ARS settlement impact (1,636)

business unit performance before tax excluding ARS settlement impact 826 674 542 23

Key performance indicators

Invested assets (CHF billion) 600 840 824 (29)

Net new money (CHF billion) 2 (10.6) 26.6 15.7

Net new money including interest and dividend income (CHF billion) 3 11.7 51.5 37.9 (77)

Gross margin on invested assets (bps) 4 82 77 76 6

Cost / income ratio (%) 5 113.4 89.9 90.7

Recurring income 6 3,835 4,173 3,488 (8)

Financial advisor productivity

Revenues per advisor (CHF thousand) 7 721 828 776 (13)

Net new money per advisor (CHF thousand) 8 (1,307) 3,305 2,077

Invested assets per advisor (CHF thousand) 9 87,876 107,719 101,922 (18)

Attributed equity and risk-weighted assets

Average attributed equity (CHF billion) 10 7.3

Return on attributed equity (RoaE) (%) 11 (11.1)

BIS risk-weighted assets (CHF billion) 12 25.9 18.7 18.3

Return on BIS risk-weighted assets (%) 13 (3.8) 3.6 3.0

Goodwill and intangible assets (CHF billion) 14 4.3 4.0 4.3

Additional information

Client assets (CHF billion) 636 917 909 (31)

Personnel (full-time equivalents) 18,929 19,347 18,557 (2)

Financial advisors (full-time equivalents) 8,182 8,248 7,880 (1)

1 Includes social security contributions and expenses related to alternative investment awards.  2 Excludes interest and dividend income.  3 For purposes of comparison with US peers.   
4 Income / average invested assets.  5 Operating expenses / income.  6 Interest, asset-based revenues for portfolio management and account-based, distribution and advisory fees.  7 Income / average 
number of financial advisors.  8 Net new money / average number of financial advisors.  9 Average invested assets / average number of financial advisors.  10 Refer to the “Capital management” 
section of this report for more information on the equity attribution framework, which was implemented in 2008.  11 Business unit performance before tax / average attributed equity.  12 BIS risk-
weighted assets (RWA) are  according to Basel II for 2008, and according to the Basel I framework for 2007 and 2006.  13 Business unit performance before tax / average BIS RWA.  14 2007 and 2006 
represent goodwill and intangible assets in excess of 4% of BIS tier 1 capital.

Business performance



87

U
B

S 
b

u
si

n
es

s 
d

iv
is

io
n

s 
an

d
  

C
o

rp
o

ra
te

 C
en

te
r

2008

Key performance indicators

In 2008, net new money outflows amounted to CHF 10.6 
billion compared with inflows of CHF 26.6 billion in 2007, 
with net new money outflows concentrated in the second 
and third quarters. This reflects the credit market turbulence 
and its impact on the firm’s operating performance and repu-
tation, which led to an increase in financial advisor attrition 
and clients diversifying assets away from the firm. Net new 
money improved to positive levels in the fourth quarter, with 
its strongest inflows occurring in December after financial ad-
visor recruiting and retention. Including interest and divi-
dends, net new money in 2008 was CHF 11.7 billion, down 
from CHF 51.5 billion in 2007.

Wealth Management US had CHF 600 billion in invested 
assets on 31 December 2008, down 29% from CHF 840 bil-
lion on 31 December 2007. This was a result of declining 
markets over the year, net new money outflows and the neg-
ative impact of currency translation. In US dollar terms, 
 invested assets decreased 24% compared with a year earlier.

The gross margin on invested assets was 82 basis points 
in 2008, up from 77 basis points in 2007. The increase is 
mainly a result of a six basis point increase in the recurring 
income margin to 54 basis points, while the non-recurring 
margin decreased one basis point to 28 basis points.

The cost / income ratio increased to 113.4% in 2008 from 
89.9% in 2007. Following the auction rate securities (ARS) set-
tlement in August 2008, Wealth Management US recorded 
losses of CHF 1,636 million, of which CHF 1,464 million were 
included in general and administrative expenses, and CHF 172 
million were recognized as trading losses. Under the ARS settle-
ment, Wealth Management US agreed to purchase ARS from 
clients at their par value. Up to fourth quarter 2008, the ARS 
settlement liability represented a provision. The liability was re-
classified from provisions to negative replacement values in 
fourth quarter 2008, when ARS settlement rights, which are 
treated as derivative instruments, were issued and accepted by 
clients. Losses incurred post-reclassification represented trading 
losses. Excluding ARS-related charges, the cost / income ratio 
improved to 85.8% due to lower expenses,  including reduced 
performance-based compensation accruals. Refer to the “Ex-
posure to auction rate securities” sidebar in the “Risk concen-
tration” section of this report for more  information.

In 2008, recurring income was CHF 3,835 million, down 
8% from CHF 4,173 million a year earlier. Excluding the 
 impact of currency fluctuations, recurring income increased 
6% in 2008, driven by growth in net interest income from 
increased deposit balances, while recurring fee income 

 declined slightly due to lower asset levels. Recurring income 
represented 66% of total operating income in 2008, com-
pared with 63% in 2007.

Revenues per advisor decreased in 2008 to CHF 721,000 
from CHF 828,000 in 2007. In US dollar terms, revenues per 
advisor were on par as higher recurring income was offset 
by lower transactional revenue. The number of financial 
 advisors at 31 December 2008 was 8,182, down 66 or 1% 
from a year earlier. Turnover among financial advisors was 
concentrated among lower producing advisors, including 
trainees.

Results

For full-year 2008, Wealth Management US recorded a pre-
tax loss of CHF 810 million compared with a pre-tax profit of 
CHF 674 million in 2007. Driving the decline were total ARS-
related charges of CHF 1,636 million taken during 2008. 
 Excluding these charges, the pre-tax result would have 
 increased 23%. In US dollar terms and excluding ARS-related 
charges, the pre-tax performance would have increased 41% 
driven by resilient operating income growth during a chal-
lenging environment, coupled with a decline in expenses, 
 including lower performance-based compensation accruals.

Operating income
In 2008, total operating income was CHF 5,821 million, 
down 13% from CHF 6,660 million in 2007. Excluding cur-
rency effects and ARS related trading losses, operating 
 income increased 4% from 2007. The increase in operating 
income reflects stronger net interest income related to an 
increase in deposit balances, and a positive impact of the 
new equity attribution framework introduced in first quarter 
2008, partly offset by lower transactional revenue and an 
increase in credit losses.

Operating expenses
Total operating expenses rose 11% to CHF 6,631 million in 
2008 from CHF 5,986 million in 2007. Excluding ARS-related 
expenses, operating expenses declined 14%. In US dollar 
terms and excluding ARS-related expenses, operating 
 expenses declined 1%. On this basis, personnel expenses 
 decreased 2% driven by lower performance-based compen-
sation accruals, partly offset by higher severance costs relat-
ed to staff reductions. Excluding ARS-related expenses, non-
personnel costs (including general and administrative 
 expenses, depreciation and amortization expenses, and 
 services provided to and received from other business units), 
rose 2% in US dollar terms due to an increase in depreciation 
costs, while total general and administrative expenses were 
essentially flat from the prior year.
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2007

Key performance indicators

The inflow of net new money in 2007 was CHF 26.6 billion, 
up from CHF 15.7 billion a year earlier, reflecting reduced 
outflows from existing clients and the recruitment of experi-
enced advisors. Including interest and dividends, net new 
money in 2007 was CHF 51.5 billion, up from CHF 37.9 bil-
lion in 2006.

Wealth Management US had CHF 840 billion in invested 
assets on 31 December 2007, up 2% from CHF 824 billion 
on 31 December 2006. This was a result of rising markets 
over the year, net new money inflows and the first-time 
 inclusion of former McDonald Investments’ assets. These 
 increases were partly offset by the negative impact of cur-
rency translation. In US dollar terms, invested assets in-
creased 10% compared with a year earlier.

The gross margin on invested assets was 77 basis points 
in 2007, up from 76 basis points in 2006. The increase is 
mainly a result of a higher recurring income margin, while 
the non-recurring margin decreased.

The cost / income ratio was 89.9% for 2007, compared 
with 90.7% in 2006. The improvement in the cost / income 
ratio reflects higher operating income due to strong growth 
in recurring income, partially offset by a rise in expenses 
mainly reflecting higher personnel expenses in support of 
growth initiatives and the integration of the McDonald 
 Investments’ private client branch network.

In 2007, recurring income was a record CHF 4,173 million, 
up 20% from CHF 3,488 million a year earlier. Excluding the 
impact of currency fluctuations, recurring income was up 
23% in 2007 from 2006. This increase mainly reflects higher 
levels of managed account fees on a year-end record level of 
invested assets, higher investment advisory fees and higher 
net interest income. Recurring income represented 63% of 
operating income in 2007, compared with 60% in 2006.

Revenues per advisor increased in 2007 to CHF 828,000 
from CHF 776,000 in 2006 as a higher average number of 
financial advisors was able to produce significantly higher 

recurring income than a year earlier. The number of financial 
advisors rose 5% compared with 2006, increasing by 368 
advisors to 8,248 at the end of 2007, while recurring income 
increased 20%.

Results

In 2007, Wealth Management US reported a pre-tax profit of 
CHF 674 million, compared with CHF 542 million in 2006. In 
US dollar terms, performance in 2007 was up 27% from 
2006. Performance in 2007 benefited from record levels of 
recurring income and lower general and administrative 
 expenses. This was partly offset by higher personnel expenses.

Operating income
In 2007, total operating income was CHF 6,660 million, up 
14% from CHF 5,862 million in 2006. Excluding currency 
effects, operating income increased 16% from 2006. The 
increase in operating income reflected the record recurring 
income (driven by increased asset levels in managed account 
products) and increased transactional revenue.

Operating expenses
Total operating expenses rose 13% to CHF 5,986 million in 
2007 from CHF 5,320 million in 2006. Excluding currency 
effects, operating expenses were 15% higher.

Personnel expenses increased CHF 712 million or 19%, 
with higher salaries as well as share-based compensation. 
This reflects rising headcount due to organic growth and the 
McDonald Investments’ private client branch network inclu-
sion. General and administrative expenses decreased 9% to 
CHF 976 million in 2007 from CHF 1,073 million in 2006. In 
US dollar terms, they fell 7%, primarily reflecting lower provi-
sions compared with 2006. Services from other business units 
increased 12% from CHF 281 million in 2006 to CHF 314 
million in 2007. Depreciation was higher due to leasehold 
improvements. The amortization of intangibles was CHF 66 
million in 2007, up 25% from CHF 53 million, mainly due to 
the acquisition of the McDonald Investments’ private client 
branch network and the full-year impact of the acquisition of 
the Piper Jaffray’s private client services branch network.
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Business

Business Banking Switzerland is UBS’s retail and commercial 
banking unit and the leading bank in Switzerland. At the 
end of 2008, business banking Switzerland had CHF 129 
billion in invested assets. UBS also leads the Swiss lending 
and retail mortgage markets, with a total loan book of 
CHF 143 billion on 31 December 2008.

Organizational structure

Business Banking Switzerland is home to the firm’s Swiss 
branch network for corporate and individual clients. It is 
 organized in eight geographical regions. The customer ser-
vices network includes e-banking services, customer service 
 centers, 1,260 automated teller machines (ATMs) and 303 
branches across Switzerland.

To meet the needs of private clients, which are changing 
in line with technological advances, Business Banking Swit-
zerland pursues an integrated, multi-channel strategy. It 
uses technology to complement, rather than replace, the 
traditional physical branch network. Standard transactions 
can be executed using one of the electronic channels, 
 enabling client advisors to focus on providing advice and 
developing financial solutions. For basic products and 
 services, technology is used to ensure around-the-clock 
availability. Customer service centers exist in five locations 
and provide basic information and support 24 hours a day 
via telephone. Additionally, in 65 of the UBS branches in 
Switzerland, a two-zone concept has been implemented: 

standard transactions are executed via ATMs, while client 
advisors, sitting in an open plan desk area next to the ATMs, 
focus on giving clients value- added advice. Clients make 
extensive use of  e-banking channels. On 31 December 
2008, more than 600,000 clients had active e-banking con-
tracts and more than 80% of all payment orders were made 
in 2008 through electronic channels.

Competitors

UBS’s major competitors are the banks that are active in the 
retail and corporate banking market in Switzerland. This 
group includes Credit Suisse, the country’s cantonal banks, 
Raiffeisen Bank, other regional or local Swiss banks and for-
eign bank branches in Switzerland.

Clients and products

The business unit serves both retail and commercial clients, 
including financial institutions. 

Approximately 2.5 million individual Switzerland-based 
clients are served through over 3 million accounts, mortgag-
es and other financial relationships. Through the client ser-
vice networks described above, individual clients can access 
services such as a comprehensive selection of cash accounts, 
savings products, advisory services, residential mortgages, 
pensions and life insurance.

Of the approximately 135,000 corporate clients, about 
200 are major companies with operations spanning a broad 
range of markets and geographical regions and therefore 

Business Banking Switzerland
Business description
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require advanced financing and risk management skills as 
well as comprehensive access to the capital markets for 
funding needs; about 8,200 are large companies requiring 
expertise in handling complex financial transactions, includ-
ing the selection and design of investment products, assis-
tance in complex mergers and acquisitions or provision of 
structured financing; and some 126,000 are small- and 
 medium-sized enterprises requiring local market expertise 
and access to a full range of products and services. In addi-
tion, substantial business process support is available (rang-
ing from transactional payments and securities services to 
the facilitation of cross-border transactions with trade finance 
products).

 Global custody services offer institutional investors the 
opportunity to consolidate multiple-agent bank relationships 
into a single, cost-efficient global custodial relationship. This 
simplifies their processing and administration arrangements 
and allows them to take advantage of other services, such as 
flexible consolidated performance reporting and powerful 
portfolio management tools. 

Payments, securities and custodial services are offered to 
more than 3,000 financial institutions worldwide. Other 
banks which lack UBS’s scale can also outsource their pay-
ment, security or custodial services in order to benefit from 
UBS’s scale efficiencies.

Total lending portfolio, gross

On 31 December 2008, the total lending portfolio was CHF 
143 billion, gross. Of this amount, mortgages comprised 
CHF 116 billion, with 84% being residential mortgages. 
Continued discipline in implementing risk-adjusted pricing 
has resulted in a strengthened focus of origination efforts on 
higher-quality exposures with an attractive risk / return rela-
tionship. The introduction of this model has resulted in a 
clear improvement in the risk profile of the business unit’s 
lending portfolio.

➔ Refer to the “Credit risk” section of this report for more 

information on UBS’s credit portfolio.

Recovery portfolio

A dedicated team of recovery specialists assists clients that 
are unable to meet their financial obligations. Economic re-
covery can be achieved through restructuring or through liq-
uidation of available collateral in order to limit the financial 
loss on the loan. The recovery portfolio amounted to CHF 
2.3 billion on 31 December 2008. Since the end of 1998, 
successful recovery efforts have reduced the portfolio by 
more than 91% and non-performing loans have decreased 
from CHF 14.0 billion to CHF 1.5 billion, resulting in a ratio 
of non-performing loans to total lending portfolio of 0.9%.
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Business unit reporting

As of or for the year ended % change from

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.07

Interest income 3,234 3,470 3,339 (7)

Non-interest income 1,790 1,816 1,746 (1)

Income 5,024 5,286 5,085 (5)

Credit loss (expense) / recovery (5) 31 109

Total operating income 5,019 5,317 5,194 (6)

Cash components 2,348 2,508 2,389 (6)

Share-based components 1 27 76 50 (64)

Total personnel expenses 2,376 2,584 2,439 (8)

General and administrative expenses 1,018 1,138 1,120 (11)

Services (to) / from other business units (893) (739) (720) (21)

Depreciation of property and equipment 70 67 74 4

Amortization of intangible assets 0 0 0

Total operating expenses 2,570 3,050 2,913 (16)

Business unit performance before tax 2,449 2,267 2,281 8

Key performance indicators

Invested assets (CHF billion) 129 164 161 (21)

Net new money (CHF billion) 2 (11.4) 4.6 1.2

Cost / income ratio (%) 3 51.2 57.7 57.3

Impaired lending portfolio as a % of total lending portfolio, gross 1.0 1.2 1.7

Attributed equity and risk-weighted assets

Average attributed equity (CHF billion) 4 3.8

Return on attributed equity (RoaE) (%) 5 64.0

BIS risk-weighted assets (CHF billion) 6 38.0 87.9 85.4

Return on BIS risk-weighted assets (%) 7 6.1 2.6 2.7

Goodwill and intangible assets (CHF billion) 8 0.0 0.0 0.0

Additional information

Client assets (CHF billion) 709 986 992 (28)

Personnel (full-time equivalents) 15,341 16,085 16,079 (5)

1 Includes social security contributions and expenses related to alternative investment awards.  2 Excludes interest and dividend income.  3 Operating expenses / income.  4 Refer to the “Capital 
management” section of this report for more information about the equity attribution framework, which was implemented in 2008.  5 Business unit performance before tax / average attributed equi-
ty.  6 BIS risk-weighted assets (RWA) are according to Basel II for 2008, and according to the Basel I framework for 2007 and 2006.  7 Business unit performance before tax / average BIS RWA.  8 2007 
and 2006 represent goodwill and intangible assets in excess of 4% of BIS tier 1 capital.

Business performance
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2008

Key performance indicators

Net new money outflows totaled CHF 11.4 billion in 2008, 
compared with an inflow of CHF 4.6 billion in 2007. This 
was mainly due to clients’ diversification of assets and re-
evaluation of banking relationships in the context of con-
tinuing global market turmoil.

Invested assets fell to CHF 129 billion in 2008 from CHF 
164 billion a year earlier, driven by negative market develop-
ments and net new money outflows.

In 2008 the cost / income ratio stood at 51.2%, strongly 
improved from 57.7% a year earlier due to a 16% decrease 
in operating expenses reflecting cost-cutting measures.

Business Banking Switzerland’s loan portfolio was CHF 
143.0 billion on 31 December 2008, down 2% from the 
previous year.

The key credit quality ratio of the impaired lending portfolio, 
gross, to the total lending portfolio, gross, improved to 1.0% 
compared with 1.2% in 2007.

Results

Pre-tax profit in 2008 was a record CHF 2,449 million, CHF 
182 million, or 8% above the result achieved in 2007 due to 
a strong decrease in operating expenses reflecting stringent 

cost-cutting measures as well as higher charges paid to this 
business unit for services provided to other businesses.

Operating income
Total operating income in 2008 was CHF 5,019 million, 
down from 2007’s level of CHF 5,317 million. Interest 
 income decreased 7% to CHF 3,234 million in 2008 from 
CHF 3,470 million in 2007. This decrease reflects lower de-
posit and loan volumes as well as lower margins on mort-
gages. Non-interest income decreased CHF 26 million to 
CHF 1,790 million in 2008 from CHF 1,816 million in 2007, 
reflecting the lower asset base. Credit loss, at CHF 5 million 
in 2008, deteriorated from credit loss recoveries of CHF 31 
million in 2007.

Operating expenses
Operating expenses in 2008 were CHF 2,570 million, down 
16% from CHF 3,050 million in 2007. Personnel expenses, 
at CHF 2,376 million, were down 8% from CHF 2,584 mil-
lion in 2007, reflecting lower performance-related compen-
sation accruals. General and administrative expenses, at 
CHF 1,018 million in 2008, were 11% lower than the CHF 
1,138 million recorded in 2007. Net charges to other busi-
ness units continued to rise for the fourth consecutive year 
to CHF 893 million in 2008 from CHF 739 million in 2007 
because of higher consumption of services in other business-
es. Depreciation in 2008 slightly increased to CHF 70 million 
from CHF 67 million in 2007.
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2007

Key performance indicators

Net new money was CHF 4.6 billion in 2007, CHF 3.4 billion 
higher than the inflow of CHF 1.2 billion in 2006. This was 
due to an increase in inflows from existing clients.

Invested assets rose to CHF 164 billion in 2007 from CHF 
161 billion a year earlier, driven by positive market develop-
ments and net new money inflows. This was slightly offset by 
the transfer of assets to Wealth Management International & 
Switzerland, which occurred over the course of 2007, when 
UBS transferred CHF 9.2 billion in client assets from the Busi-
ness Banking Switzerland business unit to the Wealth Man-
agement International & Switzerland business unit, reflecting 
the development of client relationships. In 2006, UBS trans-
ferred CHF 8.2 billion in client assets for the same reason.

In 2007 the cost / income ratio was 57.7%, compared 
with 57.3% a year earlier.

Business Banking Switzerland’s gross lending portfolio 
was CHF 145.5 billion on 31 December 2007, up 1% from 
the previous year. This positive development was also reflect-
ed in the key credit quality ratio of the impaired lending 
portfolio, gross, to the total lending portfolio, gross, which 
was 1.2% compared with 1.7% in 2006.

Results

Pre-tax profit in 2007 was CHF 2,267 million, CHF 14 million 
or 1% below the result achieved in 2006, as the increase in 

operating expenses outpaced income growth. In 2007, 
 interest income rose on higher volumes and margin on liabil-
ities, while non-interest income rose due to higher asset-
based and brokerage fees.

Operating income
Total operating income in 2007 was CHF 5,317 million, up 
from the 2006 level of CHF 5,194 million. Interest income 
increased 4% to CHF 3,470 million in 2007 from CHF 3,339 
million in 2006. The slight increase reflects the expansion of 
the business unit’s loan portfolio and the higher margin on 
liabilities. Non-interest income increased by CHF 70 million 
to CHF 1,816 million in 2007 from CHF 1,746 million in 
2006, reflecting a higher asset base as well as higher trading 
income. Credit loss recoveries were CHF 31 million in 2007, 
a decrease from recoveries of CHF 109 million in 2006.

Operating expenses
Operating expenses in 2007 were CHF 3,050 million, up 5% 
from CHF 2,913 million in 2006. Personnel expenses, at CHF 
2,584 million, were up 6% from CHF 2,439 million in 2006 
due to higher salary costs for the employee pension plan in 
Switzerland, related to its change from a defined benefit to 
a defined contribution plan. General and administrative ex-
penses, at CHF 1,138 million in 2007, rose and were 2% 
higher than the CHF 1,120 million recorded in 2006. Net 
charges to other business units continued to rise to CHF 739 
million in 2007 from CHF 720 million in 2006 because of 
higher consumption of services in other business units. De-
preciation in 2007 decreased to CHF 67 million from CHF 74 
million in 2006.
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Key focus areas

Europe, Middle East & Africa Americas Asia Pacific

…distribution is regionally organized…

Equities Fixed income Alternative and
quantitative 
investments

Global real estate Global investment 
solutions

Infrastructure and 
private equity

Fund services

Investment capabilities are globally co-ordinated 
but with boutique-like discretion wherever possible...

Information
technology

Operations Human resources Legal, compliance
and risk control

Financial control Strategic planning Consultant relation-
ships and communi-
cations

...and supported by global functions
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Business

This business division offers a wide range of investment 
 capabilities and services across all major asset classes includ-
ing equities, fixed income, asset allocation, currency, risk 
management, hedge funds, real estate, infrastructure, pri-
vate equity and fund administration. Invested assets totaled 
CHF 575 billion on 31 December 2008, making Global Asset 
Management one of the largest institutional asset managers 
and hedge fund of funds managers in the world. This busi-
ness division is also one of the largest mutual fund managers 
in Europe and the largest in Switzerland.

Revenues and key performance indicators are reported 
according to two principal asset management client seg-
ments: institutional (for example, corporate and public pen-
sion plans, governments and their central banks) and whole-
sale intermediary (for example, financial intermediaries, 
including Wealth Management, and selected third parties).

Strategy

The financial crisis of 2008 is likely to have a major adverse 
impact on the immediate growth prospects of the asset 
management industry. A key change that could depress 

 future growth in certain areas but provide opportunities in 
others is increased aversion to risk among investors. Inves-
tors are considering risk not only in terms of volatility and the 
possibility of underperformance in asset classes but also in 
terms of the liquidity constraints related to the ability to 
 redeem investments as well as counterparty risks.

In the longer term, however the industry outlook remains 
strong as fundamental drivers over the past two decades 
have not changed and, indeed, have now been reinforced. 
Strong growth has been driven by the recognition, both 
within government and outside, of the need for increased 
retirement savings as median populations age and pressures 
on public finances correspondingly increase. This has created 
a growing industry in both established markets and, more 
recently, the new markets of the Middle East, South America 
and Asia Pacific.

Global Asset Management’s diversified business model 
will allow it to continue to service growth segments by offer-
ing a wide range of products from boutique-like capabilities 
to various markets and distribution channels. Global Asset 
Management’s wide spectrum of investment capabilities 
puts it in a strong position to further develop a holistic range 
of investment solutions including liability-driven investment 
and retirement products. This business division is well posi-

Global Asset Management
Business description
One of the world’s leading asset managers, Global Asset Management provides investment capabilities and 
services to private clients, financial intermediaries and institutional investors.
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tioned to capture opportunities with the move towards more 
tangible asset classes such as infrastructure, real estate and 
private equity. It will also continue to drive its third-party 
wholesale initiative forward, particularly in Europe and the 
Americas.

Organizational structure

This business division is headquartered in London, with other 
main offices in Chicago, Frankfurt, Hartford, Hong Kong, 
New York, Paris, Rio de Janeiro, Sydney, Tokyo, Toronto and 
Zurich, and employs around 3,800 persons in 25 countries.

Significant recent acquisitions and business transfers 
 – In December 2006, UBS completed its acquisition of Ban-

co Pactual and renamed the asset management business 
UBS Pactual Asset Management. It is currently the sev-
enth largest asset manager in Brazil with invested assets 
of approximately CHF 19 billion on 31 December 2008.

–  In May 2007, UBS announced the closure of Dillon Read 
Capital Management (DRCM). The business was formed 
in June 2005 and officially launched in June 2006. The 
business had two arms – one managing existing proprie-
tary assets transferred from UBS Investment Bank, the 
other established to manage outside investor assets. As 
the development of the business did not meet original 
expectations, it was closed in May 2007.

–  In July 2007, UBS purchased a 51% stake in Daehan In-
vestment Trust Management Company Ltd. (DIMCO) 
from Hana Daetoo Securities (formerly Daehan Invest-
ment & Securities Company Ltd.), a wholly owned subsid-
iary of Hana Financial Group. DIMCO was renamed UBS 
Hana Asset Management Company Ltd. internationally 

and Hana UBS Asset Management in Korea and is one of 
the market leaders in the Korean asset management 
 industry, with invested assets of CHF 13 billion on 31 
 December 2008.

–  In February 2008, UBS acquired 100% of the Caisse Cen-
trale de Réescompte (CCR) Group in France from Com-
merzbank. The businesses of the CCR Group are being 
combined into the asset management and wealth man-
agement businesses of UBS in France. CCR Group had 
invested assets of CHF 4 billion on 31 December 2008.

–  In August 2008, UBS sold its 24.9% stake in Adams Street 
Partners to its remaining shareholders. The transaction 
closed on 6 August 2008.

Competitors

Global Asset Management’s competitors range from global 
competitors in active investments (such as Fidelity Invest-
ments, AllianceBernstein Investments, BlackRock, JP Mor-
gan Asset Management, Deutsche Asset Management and 
Goldman Sachs Asset Management) to those managed on 
a regional or local basis or specializing in particular asset 
classes. In the real estate, hedge fund, infrastructure and 
regional private equity investment areas, competitors tend 
to be specialist niche players who focus mainly on one asset 
class.

It is likely that the current market turmoil will alter the 
composition of the asset management industry and its par-
ticipants. Successful competitors are expected to be well- 
diversified, large asset managers – structured as either multi-
boutiques or with a more traditional structure that can 
benefit from economies of scale – with access to a wide 
range of asset classes and a broad global distribution.
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Americas Asia Pacific Europe, Middle East & Africa

 Total: CHF 866 billion CHF 891 billion CHF 575 billion

1 Assets represented are totals for the Global Asset Management business division worldwide.  
The regional split is based on the client servicing location.
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Products and services

Investment management products and services are offered 
in the form of segregated, pooled and advisory mandates 
along with a range of more than 500 registered investment 
funds, exchange-traded funds and other investment vehicles 
across all major asset classes.
 – Equities offers a full spectrum of investment styles with 

varying risk and return objectives. It has three investment 
pillars with distinct strategies – core / value (portfolios 
managed according to a price to intrinsic value philoso-
phy), growth investors (a quality global growth manager) 
and structured equities (strategies that employ proprie-
tary analytics and quantitative methods).

–  Fixed income offers a diverse range of global, regional 
and local market-based investment strategies that cover a 
wide range of benchmarks. Its capabilities include “core” 
government and corporate bond strategies, complement-
ed by extended strategies such as high-yield and emerg-
ing market debt.

–  Alternative and quantitative investments has two primary 
business lines – multi-manager (or fund of funds) and sin-
gle manager. The former constructs portfolios of hedge 
funds and other alternative investments operated by 
third-party managers, allowing clients diversified expo-
sure to a range of hedge funds, private equity and infra-
structure strategies. O’Connor is a key provider of single 
manager global hedge funds.

–  Global real estate actively manages real estate invest-
ments in Asia, Europe and the US across all major sectors. 
Its capabilities include core, value-added and opportunis-
tic strategies on a global, regional and country basis, and 
are offered through open and closed-end private funds, 

funds of funds, individually managed accounts and pub-
licly traded real estate securities globally.

–  Global investment solutions offers asset allocation, cur-
rency, risk management and advisory services. It manages 
a wide array of domestic, regional and global balanced 
portfolios, currency mandates, structured portfolios and 
absolute return strategies which invest in internal and ex-
ternal portfolios.

–  Infrastructure and private equity is involved in the origina-
tion and management of specialist funds that invest in 
infrastructure and other private assets globally.

–  Fund services, the global fund administration business, pro-
vides professional services, including legal set up, reporting 
and accounting for retail and institutional investment funds, 
for hedge funds and for other alternative funds.

Investment performance full-year 2008

The decline in almost all financial markets that began in the 
latter half of 2007 continued in 2008 and accelerated 
 towards the end of the year. Investors became increasingly 
risk averse and sensitive to news flow thus creating very vol-
atile market conditions, even in perceived lower risk sectors 
such as money markets. Across the asset management indus-
try, this difficult environment led to a wide dispersion of in-
vestment performance.

Among equity strategies, a higher proportion equaled or 
exceeded their benchmark for 2008 than for 2007, with 
most strategies also improving their relative standings com-
pared with peers. This notable improvement in relative per-
formance followed the leadership and broader personnel 
changes initiated during 2007. In core / value equities, the 
strongest performance for the year was seen in European 
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Investment capabilities and services  

 

Equities Fixed income

Alternative and
quantitative 
investments

Global
real estate

Global investment
solutions

Infrastructure and 
private equity Fund services

Core/value

Global

Country and regional

Emerging markets

Specialist

Growth investors

Global

Country and regional

Structured equities

Systematic alpha

Quantitative equities 

Portfolio construction
solutions 
(including passive)

Global

Country and regional

Sector specific

Emerging markets

High yield

Structured credit

Liquidity / short duration

Indexed

Single manager 
hedge funds

Multi-manager 
hedge funds

Quantitative

Infrastructure 
fund of funds

Private equity 
fund of funds

Global 

Country and regional

Private strategies

Real estate securities

Agriculture

Global

Country and regional

Asset allocation

Currency management

Return and risk targeted

Structured portfolios

Risk management and 
advisory services

Direct infrastructure 
investment

Listed infrastructure 
securities

Direct private equity 
investment

Global and regional

Alternative funds

Investment funds
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and in Canadian and Australian equities. European equities 
performance was particularly strong in the second half of the 
year and, overall, sector positioning contributed positively, 
especially overweights to telecoms and pharmaceuticals and 
an underweight to materials. Global equity strategies showed 
distinct performance improvement during the year, despite 
some setbacks in the fourth quarter where a range of positive 
contributors were insufficient to fully offset the drag on per-
formance of only modest overweights to banks and diversi-
fied financials. US equity strategies had a very difficult first 
half, followed by a strong third quarter and a weaker fourth 
quarter. Contributors to performance varied quarter by quar-
ter but, over the year as a whole, underweights to energy 

and materials were the largest detractors. Overweights to 
utilities and telecoms were positives, although the latter was 
offset by weak stock selection in the sector. 

Growth equities strategies posted mixed performance 
 results with the US large cap growth and US mid cap growth 
strategies marginally outperforming their benchmarks while 
other strategies underperformed for the year. The first and 
second halves of the year delivered markedly different  results. 
At the end of the second quarter, all major strategies were 
outperforming their respective benchmarks for the year to 
date. The accelerated deleveraging of the second half of the 
year saw an indiscriminate and broad-based sell-off in the 
global equity markets that put significant pressure on growth 
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stocks and more than erased the outperformance of the first 
half of the year. Longer-term returns from growth strategies 
generally remain strong. 

2008 was another dramatic year for global bond mar-
kets. Some easing of financial market stress was evident to-
wards the end of the first quarter but this was soon reversed 
as the economic outlook deteriorated. Levels of stress in 
money markets, government and corporate bond markets 
increased dramatically during the third quarter, culminating 
with the Lehman bankruptcy in September. Despite historic 
levels of government and central bank intervention globally, 
the third quarter saw a substantial flight to quality in fixed 
income markets. Corporate bond yield spreads (the differ-
ence in yield versus government bonds) increased substan-
tially. In the fourth quarter, central banks cut rates aggres-
sively and combined with falling inflation expectations, this 
led to substantial falls in yield in developed government 
bond markets. Despite the announced bank bail-out plans, 
yield spreads on financial sector bonds widened to record 
levels. A combination of these factors and our portfolio 
 positioning led to significant underperformance of US, UK, 
global aggregate and absolute return strategies. The struc-
tured credit exposure in some of these strategies was a fac-
tor, although less so as the year progressed as a result of 
exposures being reduced. In contrast, European aggregate, 
Australian, US municipal and high yield strategies outper-
formed. Money market funds continued to achieve their 
capital preservation objectives and Global Asset Manage-
ment did not need to support its large funds, including its 
US 2a7, Swiss or Luxembourg money market funds. Refer to 
the disscusion on other types of support in the “Off-balance 
sheet” section of this report for more information on UBS’s 
support to non-consolidated funds in its wealth and asset 
management businesses. 

Multi-asset strategies, including the global securities com-
posite, underperformed their benchmarks in 2008, largely as 
a result of asset allocation and bond selection in some of the 
underlying portfolios. Equity selection was mixed and cur-
rency management was strongly positive. At the beginning 
of 2008, the asset allocation position in equities was neutral. 
As equity valuations became more favorable and there were 
clear signals that the authorities were seeking to support the 
financial system, exposure to equities was gradually in-
creased at the expense of government bonds. This market 
positioning detracted from performance for the year but is 
expected to contribute positively in the long term. Dynamic 

alpha strategies posted significantly negative returns in 2008 
due to the overall long exposure in equities built up over the 
course of the year. Positive contributions came from the po-
sitioning within equity markets. Currency strategy performed 
very strongly across all strategies for the year. Currency strat-
egy had been quite aggressively positioned against the large 
exchange rate misevaluations that had resulted from the 
popularity of carry trades (borrowing in a lower yielding cur-
rency to invest in a high yielding currency). The unwinding of 
carry trades in more risk-averse markets meant that this 
strategy paid off.

In alternative and quantitative investments, hedge fund 
performance in 2008 reflected the unprecedented market 
dislocations and asset price destruction that occurred glob-
ally. In the multi-manager business, the vast majority of funds 
of funds posted losses in absolute terms as most hedge fund 
strategies were affected by the extreme market conditions. 
Among the O’Connor single manager hedge funds, perfor-
mance was mixed: multi-strategy alpha was negative (but 
out performed many peers), while fundamental long / short 
neutral and currency and rates strategies were notably posi-
tive for the year. 

Overall, invested assets in the global real estate business 
declined moderately against a background of falling prop-
erty values and investor risk aversion. Investment perfor-
mance for some of our direct real estate funds subsequently 
came under pressure, notably in the UK and US. In contrast, 
funds in certain markets, notably Germany and Switzerland, 
achieved positive absolute returns. Global real estate securi-
ties strategies suffered in absolute terms over the year but 
their long-term relative performance against benchmark be-
gan to see some recovery.

2008 was a significant year for the infrastructure and pri-
vate equity business. The core global direct investment infra-
structure fund (the UBS International Infrastructure Fund) 
reached its final close in October, raising USD 1.52 billion. 
The underlying investments are performing well, benefiting 
from their defensive attributes and strong underlying cash 
flows from operating companies. The fund itself is delivering 
positive absolute returns. In contrast, global infrastructure 
securities strategies suffered negative performance for the 
year, in line with the wider equities markets. The launches of 
complementary, regionally-focused infrastructure and pri-
vate equity fund initiatives were announced during 2008 
with joint venture partners Abu Dhabi Investment Company 
and MerchantBridge respectively.
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Business division reporting

As of or for the year ended % change from

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.07

Institutional fees 1,659 1 2,370 1,803 (30)

Wholesale intermediary fees 1,246 1,724 1,417 (28)

Total operating income 2,904 4,094 3,220 (29)

Cash components 922 1,632 1,305 (44)

Share-based components 2 4 224 270 (98)

Total personnel expenses 926 1,856 1,575 (50)

General and administrative expenses 434 559 399 (22)

Services (to) / from other business units 150 153 (105) (2)

Depreciation of property and equipment 29 53 27 (45)

Amortization of intangible assets 33 19 4 74

Total operating expenses 1,572 2,640 1,900 (40)

Business division performance before tax 1,333 1,454 1,320 (8)

Key performance indicators

Cost / income ratio (%) 3 54.1 64.5 59.0

Institutional

Invested assets (CHF billion) 335 522 519 (36)

of which: money market funds 42 32 28 31

Net new money (CHF billion) 4 (55.6) (16.3) 29.8

of which: money market funds 6.0 6.7 11.0

Gross margin on invested assets (bps) 5 38 44 38 (14)

Wholesale intermediary

Invested assets (CHF billion) 240 369 347 (35)

of which: money market funds 80 70 59 14

Net new money (CHF billion) 4 (47.4) 0.6 7.4

of which: money market funds 15.2 4.8 (2.5)

Gross margin on invested assets (bps) 5 41 47 43 (13)

Attributed equity and risk-weighted assets

Average attributed equity (CHF billion) 6 3.0

Return on attributed equity (RoaE) (%) 7 44.4

BIS risk-weighted assets (CHF billion) 8 8.5 3.8 2.7

Return on BIS risk-weighted assets (%) 9 18.9 49.5 62.5

Goodwill and intangible assets (CHF billion) 10 2.2 2.1 1.7

Additional information

Invested assets (CHF billion) 575 891 866 (35)

Net new money (CHF billion) 4 (103.0) (15.7) 37.2

Personnel (full-time equivalents) 3,786 3,625 3,436 4

1 Includes a gain of CHF 168 million on the sale of a minority stake in Adams Street Partners.  2 Includes social security contributions and expenses related to alternative investment awards.  3 Operating ex-
penses / income.  4 Excludes interest and dividend income.  5 Operating income / average invested assets.  6 Refer to the “Capital management” section of this report for more information on the  equity attribu-
tion framework, which was implemented in 2008.  7 Business division performance before tax / average attributed equity.  8 BIS risk-weighted assets (RWA) are according to Basel II for 2008, and according to 
the Basel I framework for 2007 and 2006.  9 Business division performance before tax / average BIS RWA.  10 2007 and 2006 represent goodwill and intangible assets in excess of 4% of BIS tier 1 capital.

Business performance
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2008

Key performance indicators

Net new money
Net new money outflows were CHF 103.0 billion for full-
year 2008, compared with outflows of CHF 15.7 billion for 
full-year 2007. Flows through UBS channels – namely the as-
set management flows relating to Global Wealth Manage-
ment & Business Banking clients – accounted for more than 
a third of these full year 2008 outflows and UBS reputation-
al issues also impacted third-party flows.

Outflows of institutional net new money were CHF 55.6 
billion, up from CHF 16.3 billion. Excluding money market 
flows, outflows increased to CHF 61.6 billion from CHF 23.0 
billion. Net outflows were reported in multi-asset, fixed in-
come, equities and alternatives mandates.

Outflows of wholesale intermediary net new money were 
CHF 47.4 billion, compared with an inflow of CHF 0.6 billion in 
2007. Excluding money market flows, outflows of net new 
money increased to CHF 62.6 billion from CHF 4.2 billion. Out-
flows were mainly reported in multi-asset, equities and fixed 
income funds.

Invested assets
Institutional invested assets were CHF 335 billion on 31 De-
cember 2008, down from CHF 522 billion on 31 December 
2007. This decrease reflects the negative impact of financial 
market developments, net new money outflows and curren-
cy fluctuations. 

Wholesale intermediary invested assets were CHF 240 bil-
lion on 31 December 2008, down from CHF 369 billion on 
31 December 2007, reflecting the negative impact of finan-
cial market developments and net new money outflows and, 
to a lesser extent, currency fluctuations.

Gross margin
The gross margin on institutional invested assets was 38 ba-
sis points compared with 44 basis points in 2007. The de-
cline in gross margin was mainly due to lower performance 
fees from alternative and quantitative investments and the 
Brazilian asset management business and to a negative as-
set-mix effect from a higher proportion of money market 
funds to total invested assets.

The gross margin on wholesale intermediary invested assets 
was down 6 basis points to 41 basis points, mainly due to 
lower performance fees from the Brazilian asset management 
business and a change in asset-mix to lower margin products.

Cost / income ratio
The cost / income ratio was 54.1% compared with 64.5% in 
2007. This improvement was primarily due to the closure of 
Dillon Read Capital Management (DRCM) in 2007, the sale of 

a minority stake in Adams Street Partners in 2008 and lower 
incentive compensation provisions combined with changes to 
the forfeiture provisions of future share-based awards. 

Results

Pre-tax profit for full year 2008 was CHF 1,333 million, an 8% 
decrease from CHF 1,454 million in 2007. Excluding costs re-
lated to the closure of DRCM in 2007 and the gain from the 
sale of the minority stake in Adams Street Partners in 2008, 
full-year pre-tax profit would have decreased CHF 501 million.

Operating income
Total operating income declined 29% to CHF 2,904 million 
from CHF 4,094 million, driven largely by a significant decline 
in equity market valuations and relative strengthening of the 
Swiss franc against the major currencies, especially the US dol-
lar. Institutional revenues declined to CHF 1,659 million from 
CHF 2,370 million. Excluding the gain from the sale of the mi-
nority stake in Adams Street Partners, institutional revenues 
would have declined CHF 879 million due to lower perfor-
mance fees (from alternative and quantitative investments and 
the Brazilian asset management business) and lower manage-
ment fees (from the lower average invested assets base). 
Wholesale intermediary revenues declined to CHF 1,246 million 
from CHF 1,724 million due to lower management fees (from 
the lower average invested assets base) and lower performance 
fees (from the Brazilian asset management business).

Operating expenses
Total operating expenses were CHF 1,572 in 2008, a 40% de-
cline from CHF 2,640 million in 2007. Excluding CHF 212 mil-
lion in DRCM restructuring costs in 2007, total operating ex-
penses would have declined 35% or CHF 856 million. This 
decline mainly reflects reduced incentive based compensation 
accruals resulting from the lower revenues, the changes to the 
forfeiture provisions of future share-based awards, and the re-
sults of the ongoing expenditure review, partly offset by the 
first time inclusion of the acquisition in France of the CCR 
Group and the full-year impact of the acquisition in Korea of 
51% of Daehan Investment Trust Management Company Ltd. 

General and administrative expenses were CHF 434 million, 
down from CHF 559 million. The 22% decrease was due to 
lower provisions and lower travel and entertainment expenses, 
partly offset by higher IT costs, the inclusion of the acquisition 
in France and the full-year impact of the acquisition in Korea.

Net charges from other business divisions were down 
slightly, decreasing by CHF 3 million to CHF 150 million.

Depreciation of property and equipment at CHF 29 mil-
lion was down by CHF 24 million. Excluding the impact of 
the DRCM restructuring costs in 2007, depreciation of prop-
erty and equipment increased slightly. This was mainly due 
to the inclusion of the acquisition in France and the full-year 
impact of the acquisition in Korea.
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Key performance indicators

Net new money
Institutional net new money outflows were CHF 16.3 billion, 
compared with net inflows of CHF 29.8 billion in 2006. Out-
flows in core / value equity mandates, and to a lesser extent 
in fixed income mandates, were partly offset by inflows into 
all other asset classes, particularly alternative and quantita-
tive investments and money markets.

Wholesale intermediary net new money inflows were 
CHF 0.6 billion, compared with inflows of CHF 7.4 billion for 
2006. Inflows, mainly into multi-asset and money market 
funds, were partly offset by outflows from fixed income 
funds.

Invested assets
Institutional invested assets were CHF 522 billion at year 
end, up CHF 3 billion from 2006. The net increase was driv-
en by the positive impact of financial market valuations and 
the inclusion of assets related to the acquisition in Korea in 
third quarter 2007, which were only partly offset by net new 
money outflows and negative currency translation impacts.

Wholesale intermediary invested assets were CHF 369 
 billion on 31 December 2007, up CHF 22 billion from 31 
December 2006. This increase was primarily due to positive 
financial markets valuation impacts and the inclusion of as-
sets related to the acquisition of UBS Hana Asset Manage-
ment in third quarter 2007, partly offset by negative cur-
rency translation impacts.

Gross margin
The gross margin on institutional invested assets was 44 
 basis points, up six basis points from 2006. The increase was 
due to higher performance fees, mainly in alternative and 
quantitative investments, as well as inflows into higher mar-
gin products.

The gross margin on wholesale intermediary invested 
 assets was 47 basis points, up four basis points from 2006, 
largely driven by higher performance fees (mainly in the Bra-
zilian asset management business) as well as inflows into 
higher margin products.

Cost / income ratio
The cost / income ratio was 64.5%, an increase of 5.5 per-
centage points from 2006, primarily due to the CHF 212 
million charge related to the closure of DRCM in second 
quarter 2007.

Results

Pre-tax profit increased to CHF 1,454 million from CHF 1,320 
million in 2006, despite the CHF 212 million of DRCM-relat-
ed closure costs in second quarter 2007. This charge partly 
offset the positive impacts of increased performance and 
management fees in all business areas and the inclusion of 
acquisitions in Brazil and Korea.

Operating income
Operating income was CHF 4,094 million, up 27% from 
CHF 3,220 million in 2006. Institutional revenues increased 
31% to CHF 2,370 million from CHF 1,803 million in 2006. 
This was mainly due to higher management fees in all invest-
ment areas, as well as the full-year impact of the Brazilian 
asset management business and the post-July impact of the 
Korean asset management business. These were partly off-
set by higher provisions. Wholesale intermediary revenues 
rose 22% to CHF 1,724 million from CHF 1,417 million in 
2006, reflecting higher management fees across all busi-
nesses and higher performance fees, mainly from the Brazil-
ian asset management business.

Operating expenses
A 39% increase, to CHF 2,640 million from CHF 1,900 mil-
lion in 2006, primarily reflected DRCM-related closure ex-
penses and increased staff levels. Personnel expenses were 
CHF 1,856 million, 18% above 2006, reflecting the closure 
of DRCM, higher staff levels as well as the inclusion of the 
Brazilian and Korean asset management business. General 
and administrative expenses increased 40% to CHF 559 mil-
lion in 2007 from CHF 399 million in 2006. In addition to the 
DRCM closure expenses, general and administrative expens-
es increased due to higher technology-related expenditure 
and the full-year impact of the inclusion of the Brazilian asset 
management business. Net charge-ins from other business 
units were CHF 153 million, primarily due to DRCM, com-
pared with the net charge-outs to other business units of 
CHF 105 million a year earlier. Over the same period, depre-
ciation increased by 96% to CHF 53 million, as a result of the 
DRCM closure.
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Business

The Investment Bank provides a broad range of products 
and services to corporate and institutional clients, govern-
ments, financial intermediaries and alternative asset man-
agers. The needs of private investors are met indirectly 
through working with UBS’s wealth management business-
es and other private banks.

Strategy

The current crisis in the financial markets and the resulting 
dramatic changes in industry dynamics, and the losses in-
curred in 2007 and 2008, require the Investment Bank to 
recalibrate its business in order to generate profitable and 
sustainable growth. A number of senior leadership changes 
took place within the Investment Bank in 2008: Jerker 
 Johansson joined UBS as Chairman and Chief Executive of 
the Investment Bank in March 2008, Carsten Kengeter and 
Jeffrey Mayer were appointed co-heads of the fixed in-
come, currencies and commodities (FICC) business area 
and Tom Daula was appointed Chief Risk Officer to oversee 
credit risk and market risk on a combined basis as well as 
operational risk. 

The Chairman and CEO of the Investment Bank, mem-
bers of the Group Executive Board and the UBS Board of 
Directors have concluded a detailed strategic review. Based 
on this, the Investment Bank is implementing a comprehen-
sive repositioning plan focused on client-driven growth, a 
simplified organizational structure and a de-levered and de-
risked balance sheet. The FICC business area has signifi-
cantly restructured to concentrate on client service, simplify 
its operating model, strengthen risk management and fo-
cus on competitive strengths, including foreign exchange 
and flow businesses in credit and rates. The municipal secu-
rities business and fixed income proprietary trading busi-
nesses have been closed and certain commodities business-
es have been sold. Real estate and securitization businesses 
and complex structured products have been substantially or 
downsized or exited. 

Equities will continue to leverage its global distribution 
platform and product expertise, while seeking further effi-
ciency gains. The investment banking department will con-
tinue to provide corporate and institutional clients with advi-

sory services while leveraging its capital markets knowledge 
to both deepen long-term client relationships and gain mar-
ket share. 

These steps will require more efficient utilization of re-
sources and a continued emphasis on cost containment and 
workforce productivity, and will bring costs down to a more 
sustainable level. They are occurring in conjunction with an 
aggressive effort to reduce the size of the balance sheet. In 
addition, a new market-based funding model and robust risk 
framework have been implemented. However, implementa-
tion of this strategy is inextricably linked to the talent and 
expertise within the firm. The Investment Bank will therefore 
continue to attract, develop and retain the best people and 
foster a collaborative and meritocratic culture. Announced 
headcount reductions have and will come predominantly 
from the businesses being exited or downsized.

Organizational structure

The Investment Bank is headquartered in London and employs 
approximately 17,000 people across 38 countries. It has three 
distinct business areas which are run functionally on a global 
basis: equities, FICC and the investment banking department. 
The investment banking department is an industry leader and 
provides advice on cross-border mergers and acquisitions in ad-
dition to raising capital for companies and governments. Tradi-
tionally one of the leaders in European corporate finance, the 
Investment Bank has built strong franchises in the US and Asia 
Pacific in recent years. An important partner for institutional 
clients, the Investment Bank’s market-leading equities business 
is complemented by its top-tier foreign exchange business and 
broad product capabilities across fixed income markets. 

Although the Investment Bank pursues a strategy of organ-
ic development, its presence has been enhanced through ac-
quisitions. Key acquisitions over the past three years include:
 – the September 2006 acquisition of the global futures and 

options business of ABN AMRO, which positioned UBS as 
a market leader in futures and options as well as a global 
provider of execution and clearing services.

–  the December 2006 acquisition of the Brazilian financial 
services firm Banco Pactual, which placed the Investment 
Bank as a leader in its field in the Brazilian market.

–  the April 2007 acquisition of a 20% stake in UBS Securi-
ties, China.

Investment Bank
Business description
UBS is a leading investment banking and securities firm, delivering comprehensive advice and execution to 
clients across the world’s capital markets.
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Selected awards

Investment Bank

No. 1 M&A Financial Advisor (ECM roles) – Thomson Reuters 2008

Corporate Broker of the Year – Acquisitions Monthly 2009

Equities

Asia Pacific Equity House of the Year – International Financial Review 
2003, 2005–2008

No. 1 European Equity Research Firm – Institutional Investor 2002–2009

Fixed income currencies and commodities

Financial Bond House of the Year – International Financial Review 2008

No. 2 Foreign Exchange House – Euromoney 2008

Selected deals

Mergers and acquisitions (M&A)

Joint financial advisor, bookrunner and sponsor to Lloyds TSB Group Plc 
on its GBP 14.7 billion acquisition of HBOS Plc and GBP 5.5 billion 
capital raising

Lead financial advisor, joint lead arranger and joint bookrunner to 
Gas Natural SDG, S.A. on its EUR 16.8 billion cash offer for Union Fenosa S.A.

Lead financial advisor to Eli Lilly and Company on its USD 6.5 billion 
acquisition of Imclone Systems Inc.

Sole financial advisor to St. George Bank Limited on its AUD 18.6 billion 
merger with Westpac Banking Corporation

Equity capital markets

Advisor and joint bookrunner on the USD 19.7 billion initial public offering 
(IPO) of Visa Inc. This was a landmark transaction representing the largest 
IPO in US history, and the second largest IPO worldwide after the USD 21.9 
billion IPO for Industrial & Commercial Bank of China in 2006

Joint bookrunner on the GBP 2.2 billion rights issue for Centrica Plc, the 
second-largest UK equity issue in 2008 outside the financial sector

Joint lead manager and joint underwriter for the fully underwritten AUD 
2.6 billion entitlement offer for Wesfarmers Limited

Debt capital markets

Joint bookrunner on a USD 2.5 billion issue for Wells Fargo & Co, its first 
institutional fixed income hybrid offering since November 2006

Joint bookrunner for China Merchants Bank Co Ltd. on its USD 4.4 billion 
domestic lower tier 2 bond, the largest bank capital deal in Asia Pacific since 
2005 and voted the Best Local Currency Bond by FinanceAsia in 2008

Joint bookrunner on a EUR 5 billion benchmark issue for KFW, the 
promotional bank of the Federal Republic of Germany, its first euro 
benchmark transaction in 2008

Joint lead arranger and joint bookrunner to Verizon Wireless on a USD 
17.0 billion bridge facility to finance the acquisition of Alltel Corp.

Legal structure
The Investment Bank operates through branches and subsid-
iaries of UBS AG. Securities activities in the US are conducted 
through UBS Securities LLC, a registered broker-dealer.

Competitors

The competitive landscape changed significantly in 2008. Mar-
ket dislocation led UBS and its competitors to take significant 
steps to strengthen their balance sheets, reduce costs and 
maintain client confidence. Some governments and investors 
also took significant stakes in select financial institutions in 
2008. The Investment Bank competes against other major in-
ternational players such as Bank of America / Merrill Lynch, Cit-
igroup, Credit Suisse, Deutsche Bank, Goldman Sachs, JP Mor-
gan Chase and Morgan Stanley.

Products and services

Equities
A leading participant in the global primary and secondary 
markets for equity, equity-linked and equity derivative prod-
ucts, the equities business area distributes, trades, finances 
and clears cash equity and equity-linked products. It also 
structures, originates and distributes new equity and equity-
linked issues and provides research on companies, industry 
sectors, geographical markets and macroeconomic trends. A 
focus on technology has led to significant improvements in 
business processes and client services. Investments have 
been made in direct market access, prime brokerage and cli-
ent relationship platforms, earning UBS recognition as a 
market leader in the provision of a number of electronic ser-
vices to clients. The business area also has a global footprint 
with a strong presence in many local markets.

Business lines of the equities business and their functions 
are listed below:
 – Cash equities provides clients with expert advisory and 

execution offerings with top-tier research, corporate ac-
cess and tailored investment ideas. With market-leading 
trading execution for single stock and portfolio trading, 
UBS provides capital commitment, full service and block 
trading, advanced electronic trading strategies and tools, 
state-of-the-art analytics and value-enhancing commis-
sion management services. 

–  Derivatives provides standardized products and custom-
ized investment solutions to clients. In addition to prod-
ucts with returns linked to equities or equity indices, it 
also offers derivative products linked to hedge funds, mu-
tual funds, real estate and commodity indices in a variety 
of formats such as over-the-counter, securitized, fund-
wrapped and exchange-traded.

–  Prime services provides integrated global services, including 
securities borrowing and lending, equity swaps execu-
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tion, multi-asset-class prime brokerage and multi-asset-
class exchange-traded derivatives execution and clearing. 
These services are provided to an expanding list of hedge 
funds, banks, asset management and commodity trading 
clients.

–  Equity research provides independent assessments of the 
prospects for over 3,400 companies across most industry 
sectors and geographical regions (corresponding to 82% 
of world market capitalization), as well as economic, stra-
tegic and quantitative research.

Fixed income, currencies and commodities
The FICC business area delivers products and solutions to cor-
porate, institutional and public sector clients in all major mar-
kets. In response to changes in global markets and client de-
mand, FICC significantly restructured at the start of 2009 to 
improve client service, simplify its operating model, strength-
en risk management and focus on competitive strengths. The 
real estate and securitization business will be exited (with the 
exception of pass-through trading, which is now part of mac-
ro, described below); certain commodities businesses (ex-
cluding precious metals) have been sold, and the structured 
products business significantly downsized. In December 
2008, a significant proportion of FICC risk positions were 
transferred to a fund owned and controlled by the Swiss Na-
tional Bank (SNB), and further positions are planned to be 
transfered in March 2009. Refer to the “Transaction with the 
Swiss National Bank” sidebar in the “Strategy and structure” 
section of this report for more information on this transac-
tion. In first quarter 2009 additional risk positions will be iso-
lated in a specialist group whose mandate is to maximize 
value while conducting an orderly exit of positions.

The business lines of the FICC business and their func-
tions are listed below:
 – Macro consists of foreign exchange, money market and 

interest rate risk management activities. It provides a 
range of foreign exchange, treasury and liquidity man-
agement solutions to institutional and private clients. In-
terest rate activities include standardized rate-driven 
products and services such as interest rate derivatives 
trading, underwriting and trading of government and 
agency securities. 

–  Credit is active in the origination, underwriting, and distri-
bution of primary cash and synthetic credit transactions. 
It is also active in secondary trading and market-making 
in high yield and investment grade bonds and loans in 
both cash and derivative products.

–  Emerging markets has local market presence in Latin 
America through UBS Pactual, as well as in Asia and Cen-

tral and Eastern Europe, enabling it to offer local investors 
access to international markets and international inves-
tors an opportunity for local exposure.

–  Client services is the global sales effort, unifying product 
specialist sales groups, including foreign exchange, mon-
ey market, rates and emerging markets products.

–  Quantitative analysis provides tailored solutions for clients 
as well as more broadly scalable solutions for the FICC 
flow platforms.

–  Research provides investors with analysis across a selected 
range of issuers, products, markets and industries.

Investment banking
The investment banking department provides advice and a 
range of execution services to corporate clients, financial in-
stitutions, financial sponsors, sovereign wealth funds and 
hedge funds. Its advisory group assists on complex transac-
tions and advises on strategic reviews and corporate restruc-
turing solutions, while UBS’s capital markets and leveraged 
finance teams arrange the execution of primary and second-
ary equity, as well as investment grade and non-investment 
grade debt issues worldwide. With a presence in all major 
financial markets, coverage is based on a comprehensive ma-
trix of country, sector and product banking professionals.

With the goal of creating a fully integrated primary busi-
ness to drive revenue growth and realize productivity gains, 
the global groups for equity capital markets and debt capital 
markets have been combined. The initial focus is on product 
knowledge sharing, to enable teams to provide holistic advice 
and innovative solutions across the entire capital structure.
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Business division reporting

As of or for the year ended % change from

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.07

Investment banking 2,880 6,636 4,999 (57)

Advisory 1,609 2,697 1,821 (40)

Capital market revenues 1,844 4,261 3,631 (57)

equities 977 2,783 2,095 (65)

fixed income, currencies and commodities 866 1,478 1,536 (41)

Other fee income and risk management (573) (322) (453) (78)

Sales and trading (26,712) (7,833) 16,727 (241)

Equities 5,184 9,004 8,387 (42)

Fixed income, currencies and commodities (31,895) (16,837) 8,340 (89)

Total Investment Bank income (23,832) (1,197) 21,726

Credit loss (expense) / recovery 1 (2,575) (266) 47 (868)

Total Investment Bank operating income excluding own credit (26,407) (1,463) 21,773

Own credit 2 2,032 659 0 208

Total Investment Bank operating income as reported (24,375) (804) 21,773

Cash components 5,173 8,902 9,788 (42)

Share-based components 3 (292) 2,384 1,898

Total personnel expenses 4,882 11,286 11,686 (57)

General and administrative expenses 3,399 3,386 3,210 0

Services (to) / from other business units 990 811 1,034 22

Depreciation of property and equipment 231 210 203 10

Impairment of goodwill 341 0 0

Amortization of intangible assets 83 172 72 (52)

Total operating expenses 9,925 15,865 16,205 (37)

Business division performance before tax (34,300) (16,669) 5,568 (106)

Key perfomance indicators

Compensation ratio (%) 4 N/A 5 N/A 5 53.8

Cost / income ratio (%) 6 N/A5 N/A 5 74.6

Impaired lending portfolio as a % of total lending portfolio, gross 3.6 0.4 0.1

Average VaR (10-day, 99% confidence, 5 years of historical data) 7 374 514 410 (27)

Attributed equity and risk-weighted assets

Average attributed equity (CHF billion) 8 26.8

Return on attributed equity (RoaE) (%) 9 (128.2)

BIS risk-weighted assets (CHF billion) 10 195.8 190.7 174.6

Return on BIS risk-weighted assets (%) 11 (15.8) (8.7) 3.5

Goodwill and intangible assets (CHF billion) 12 4.6 5.3 5.5

Additional information

Personnel (full-time equivalents) 17,171 21,779 21,733 (21)

1 2008 includes CHF 1,329 million in credit losses from impairment charges on reclassified financial instruments.  2 Represents own credit changes of financial liabilities designated at fair value through 
profit or loss. The cumulative own credit gain for such debt held at 31 December 2008 amounts to CHF 2,953 million. This gain has reduced the fair value of financial liabilities designated at fair value 
through profit or loss recognized on UBS’s balance sheet. Refer to “Note 27 Fair value of financial instruments” in the financial statements of this report for more information.  3 Includes social secu-
rity contributions and expenses related to alternative investment awards.  4 Personnel expenses / income.  5 Neither the cost / income nor the compensation ratio are meaningful due to negative rev-
enues  recorded in the Investment Bank.  6 Operating expenses / income.  7 Regulatory Value at Risk. In third quarter 2008, UBS changed from internal management VaR to regulatory VaR as the basis 
for external disclosure. Refer to the “Value at Risk developments – treatment of CVA” sidebar in the “Market risk” section of this report for more information about this change.  8 Refer to the “Capital 
management” section of this report for more information on the equity attribution framework, which was implemented in 2008.  9 Business division performance before tax / average attributed equi-
ty.  10 BIS risk-weighted assets (RWA) are  according to Basel II for 2008, and according to the Basel I framework for 2007 and 2006.  11 Business division performance before tax / average BIS 
RWA.  12 2007 and 2006 represent goodwill and intangible assets in excess of 4% of BIS tier 1 capital.

Business performance
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2008

Key performance indicators

As in 2007, neither the cost / income ratio nor the compen-
sation ratio were meaningful in 2008 due to negative total 
operating income.

Average regulatory Value at Risk (VaR) (10-day, 99% con-
fidence, five years of historical data) decreased to CHF 374 
million, down from CHF 514 million in 2007. Year-end regu-
latory VaR was also lower at CHF 485 million, compared with 
CHF 552 million the previous year. Refer to the “Market risk” 
section of this report for more information on the Invest-
ment Bank’s VaR.

The Investment Bank’s gross lending portfolio was CHF 169 
billion, up from CHF 148 billion on 31 December 2007. The 
ratio of the impaired gross lending portfolio to the total gross 
lending portfolio was 3.6% at the end of 2008, up from 0.4% 
at the end of 2007. Following the reclassification of certain as-
sets in fourth quarter 2008, impairment charges related to 
these assets have been reflected in credit loss as opposed to 
trading, contributing to this increase. Refer to the “Credit risk” 
section of this report for more information on the Investment 
Bank’s lending portfolio and “Note 29 Measurement catego-
ries of financial assets and financial liabilities” in the financial 
statements of this report for more information on the reclas-
sification of certain assets in fourth quarter 2008.

Results

In 2008, the Investment Bank recorded a pre-tax loss of CHF 
34,300 million compared with a pre-tax loss of CHF 16,669 
million in 2007, primarily due to the losses on risk positions 
within the fixed income, currencies and commodities (FICC) 
area. For full-year 2008, equities and investment banking 
revenues were down from a record year in 2007. A credit 
loss expense of CHF 2,575 million was recorded in 2008, 
mainly due to impairment charges taken on reclassified 
 financial assets, as mentioned above, compared with CHF 
266 million in 2007. In 2008, the Investment Bank recorded 
a gain on own credit from financial liabilities designated at 
fair value of CHF 2,032 million, resulting from the widening 
of UBS’s credit spread, which was partly offset by the effects 
of redemptions and repurchases of such liabilities. Refer to 
“Note 27 Fair value of financial instruments” in the financial 
statements of this report for more information. Operating 
expenses for the Investment Bank in 2008 decreased sig-
nificantly from 2007, mainly reflecting lower performance-
related compensation.

Operating income
Total operating income in 2008 was negative CHF 24,375 
million, down from negative CHF 804 million a year earlier.

Equities
Revenues, at CHF 5,184 million in 2008, were down 42% 
from CHF 9,004 million in 2007. 2008 was a demanding 
year for equities with continued difficult market conditions 
impacting overall business performance. Cash equity reve-
nues were marginally lower as declines in revenues across 
Asia Pacific and Europe were only partially offset by growth 
in the US. Derivatives revenues were down as market vola-
tility, depressed client volumes, lack of liquidity and highly 
correlated markets impacted performance across all re-
gions, particularly in the fourth quarter. Equity linked reve-
nues were down, with most regions impacted by declines in 
valuations, falling equity markets and reduced liquidity. 
Prime brokerage services had a solid performance, but rev-
enues were down overall as a strong first half performance 
was offset by deterioration in the second half. Exchange-
traded derivatives revenues increased, as it benefited from 
strong first and fourth quarters driven by significant volatil-
ity in the market. Proprietary trading revenues were nega-
tive for the year, reflecting the significant change in market 
conditions.

Fixed income, currencies and commodities
Revenues were negative CHF 31,895 million, down from 
negative CHF 16,837 million a year earlier. Consequences of 
the global market crisis, including forced liquidations, gov-
ernment bail-outs and consolidation in the banking sector, 
negatively affected the majority of the FICC businesses in 
2008. Credit recorded losses in both client and proprietary 
trading as a result of the significant turbulence in the mar-
kets and subsequent severe lack of liquidity. The negative 
emerging markets result was driven by losses in Asia Pacific.

These negative effects were only partially offset by positive 
results in certain areas. Rates experienced a solid year, driven 
by derivatives and government bonds in Europe and rates de-
rivatives in both Asia Pacific and the US. Foreign exchange and 
money markets produced a strong year as it capitalized on 
volatile markets and strong client flows. The short-term inter-
est rate business benefited from market movements to gener-
ate an exceptional result in 2008. The foreign exchange distri-
bution business posted very good results across all regions, 
benefiting from strong client flows seeking to access liquidity 
in the market. Structured products posted positive revenues 
due to strong client interest in structured funding solutions.

Investment banking
Revenues of the investment banking department, at CHF 
2,880 million in 2008, decreased 57% from CHF 6,636 mil-
lion the previous year. Market activity slowed significantly 
during the year, resulting in reduced advisory revenues across 
all regions. Market volatility in both equity and debt markets 
led to lower capital markets revenues.

According to data from Dealogic, UBS ended 2008 with a 
5.6% market share of the global fee pool compared to 5.8% 
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in 2007. However, UBS improved its rank from sixth in 2007 
to fifth in 2008.

Operating expenses
Operating expenses declined by CHF 5,940 million to CHF 
9,925 million in 2008, a 37% decrease from CHF 15,865 
million the previous year.

Personnel expenses, at CHF 4,882 million in 2008, de-
creased 57% from a year earlier, driven by significantly lower 
performance-related compensation and lower salary costs, 
only partly offset by restructuring charges. Share-based com-
pensation was down significantly from 2007, mainly due to 
lower performance-related compensation. Full-year results 
for 2007 included accruals for share-based compensation 
during the year. These are not reflected in full-year 2008 as, 
starting in 2009, they will be amortized over the vesting pe-
riod of these awards.

General and administrative expenses increased slightly to 
CHF 3,399 million in 2008 from CHF 3,386 million in 2007. 
Reductions in travel and entertainment and IT and other out-
sourcing costs were more than offset by increases in occupan-

cy costs due to real estate restructuring, and by legal provi-
sions. 

Charges from other business units increased to CHF 990 
million in 2008 from CHF 811 million in 2007. The increase 
reflects the cessation of a private equity performance fee 
received in 2007, an IT data center restructuring fee and in-
creased allocations from Global Wealth Management & 
Business Banking reflecting higher operating volumes.

Depreciation rose 10%, to CHF 231 million in 2008 from 
CHF 210 million in 2007, as the real-estate restructuring 
charges mentioned above resulted in additional depreciation 
costs. Amortization of intangible assets, at CHF 83 million in 
2008, was down from CHF 172 million a year earlier. A 
goodwill impairment charge of CHF 341 million relating to 
the exiting of the municipal securities business by the Invest-
ment Bank was recognized in second quarter 2008. There 
was no goodwill impairment charge for full-year 2007.

Included in the 2008 expenses mentioned above is a re-
structuring charge of CHF 737 million recorded in fourth 
quarter, consisting of CHF 435 million of personnel expenses 
and CHF 302 million of costs related to real estate.
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2007

Key performance indicators

Neither the cost / income ratio nor the compensation ratio 
was meaningful in 2007 due to negative total operating in-
come. In 2006, the cost / income ratio was 74.6% and the 
compensation ratio 53.8%.

Average regulatory Value at Risk (VaR) (10-day, 99% con-
fidence, 5 years of historical data) increased to CHF 514 mil-
lion, up from CHF 410 million in 2006. Year-end regulatory 
VaR was also higher at CHF 552 million, up from CHF 465 
million the previous year. These increases reflect the signifi-
cant pick-up in market volatility in the second half of 2007. 
Refer to the “Market risk” section of this report for more 
information on the Investment Bank’s VaR.

The Investment Bank’s gross lending portfolio was CHF 
148 billion, up from CHF 120 billion on 31 December 2006, 
reflecting the expanding prime brokerage and exchange-
traded derivatives businesses. The gross impaired lending 
portfolio to total gross lending portfolio ratio rose to 0.4% 
in 2007 from 0.1% in 2006. 

Results

In 2007 the Investment Bank recorded a pre-tax loss of CHF 
16,669 million compared with a profit of CHF 5,568 million 
in 2006, primarily due to losses recorded on positions related 
to the US residential real estate market which more than 
offset the solid performance in other areas.

For full-year 2007, equities posted record results with very 
strong cash commissions, derivatives and prime services rev-
enues. The investment banking department also had a re-
cord year in 2007, with all geographical regions showing 
double-digit growth. Operating expenses for the Investment 
Bank decreased from 2006, mainly reflecting lower perfor-
mance-related bonus accruals and a change in the composi-
tion of bonus between cash and shares. This was partially 
offset by higher salary and general and administrative costs, 
driven by increased average staff levels over the year.

Operating income
Total operating income in 2007 was negative CHF 804 mil-
lion, down from positive CHF 21,773 million a year earlier. 
This change was driven by losses recorded on positions re-
lated to the US residential real estate market.

Operating income by segment

Investment banking
Revenues of the investment banking department, at CHF 
6,636 million in 2007, increased 33% from CHF 4,999 million 
the previous year. This reflected growth in each geographical 

region, especially in the Americas. While the advisory and eq-
uity capital markets businesses reported significant gains over 
the prior year (up 48% and 33% respectively), the debt capital 
markets business declined 4% as it was impacted by challeng-
ing markets in the second half of 2007.

Sales and trading
Revenues declined to negative CHF 7,833 million from posi-
tive CHF 16,727 million, driven by negative revenues of CHF 
16,837 in FICC that were only partly offset by a positive rev-
enue contribution of CHF 9,004 from Equities.

Equities
Equities revenues, at CHF 9,004 million in 2007, were up 7% 
from CHF 8,387 million in 2006. Overall, cash equity reve-
nues were higher, with strong volumes leading to record 
commissions, partially offset by greater client facilitation 
costs. Despite a slowdown in the second half of 2007, the 
derivatives business posted its highest ever results following 
strong growth in Asia Pacific and Europe, Middle East and 
Africa. The exchange-traded derivatives business rose as it 
benefited from a full year of ABN AMRO’s futures and op-
tions revenues (ABN AMRO’s futures and options business 
was acquired on 30 September 2006). Prime brokerage ser-
vices continued to grow as client numbers and balances in-
creased. Equities proprietary trading revenues sharply de-
clined compared to the prior year, related to the credit market 
dislocation in the US. The equity linked businesses also con-
tributed lower returns compared to 2006.

Fixed income, currencies and commodities
FICC revenues were negative CHF 16,837 million, down 
from positive CHF 8,340 million a year earlier. The credit 
market dislocation affected most of the FICC businesses in 
the second half of 2007, leading to losses on mortgage-re-
lated positions. Credit recorded losses in both client and pro-
prietary trading in the context of extreme market disruption 
and low liquidity at the end of 2007. Structured products 
revenues were down compared to the previous year, largely 
driven by the negative impact of the credit dislocation. Com-
modities revenues declined due to lower volumes and vola-
tility, especially affecting power and gas and to a lesser ex-
tent precious metals.

These negative effects were only partially offset by posi-
tive results in other areas. The emerging markets business 
result was up as full-year revenues from Banco Pactual were 
included. Positive results were also driven by the demutual-
ization and mark-to-market gains on the stake in the Brazil 
Mercantile & Futures Exchange. The underlying foreign ex-
change spot business saw strong increases due to higher vol-
umes. The foreign exchange distribution business also post-
ed very good results, stemming from all geographical regions. 
The rates business was up, driven by higher results in Euro-
pean derivatives.
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Operating expenses
Operating expenses declined by CHF 340 million to CHF 
15,865 million in 2007, a 2% decrease from CHF 16,205 
million the previous year.

Personnel expenses, at CHF 11,286 million in 2007, de-
creased 3% from a year earlier, reflecting lower performance-
related compensation and a change in the composition of 
bonuses between cash and shares. This was partially offset by 
higher salary costs due to internal growth and acquisitions. In 
addition, severance payments were made for redundancies 
towards the end of the year. Share-based compensation was 
up significantly from 2006, mainly reflecting a change in the 
forfeiture rules of certain share-based awards.

General and administrative expenses were CHF 3,386 
million in 2007, up 5% from CHF 3,210 million in 2006. 
Professional fees were up due to higher legal-related expen-
ditures in all businesses. Occupancy costs in the Americas 
and Asia Pacific, rent and maintenance of machines and 
equipment and IT and other outsourcing costs rose due to 

higher staff levels. Administration expenditures rose as well. 
This was partially offset by lower provisions compared to 
2006.

Charges from other business units decreased to CHF 
811 million in 2007 from CHF 1,034 million in 2006. The 
decline reflected lower charges by Global Asset Manage-
ment for management of the Investment Bank’s funds in-
vested in Dillon Read Capital Management (DRCM), which 
were reintegrated into the Investment Bank in May 2007, 
and as a result of a 2007 performance-related credit from 
Industrial Holdings.

Depreciation rose slightly, by 3%, to CHF 210 million in 
2007 from CHF 203 million in 2006. This was due to addi-
tional office space in the Americas and Europe. The amorti-
zation of intangible assets, at CHF 172 million in 2007, was 
up 139% from CHF 72 million a year earlier due to the two 
acquisitions – Banco Pactual and ABN AMRO’s futures and 
options business. There was no goodwill impairment charge 
for either full-year 2007 or 2006.
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Aims and objectives

The Corporate Center assists UBS in managing its businesses 
through provision of Group-level control in the areas of fi-
nance, risk, legal and compliance. It strives to maintain an 
appropriate balance between risk and return in the firm’s 
businesses while establishing and controlling UBS’s corpo-
rate governance processes, including compliance with rele-
vant regulations. Each functional head in the Corporate 
Center has authority across UBS’s businesses for his or her 
area of responsibility, including the authority to issue Group-
wide policies for that area, and is directly reported to by his 
or her business division counterpart. 

The Corporate Center is responsible for the following ac-
tivities in UBS: financial, tax and capital management; risk 
control, legal and compliance activities; communicating with 
all UBS stakeholders; branding; and positioning the firm as 
an employer of choice. In addition, the Corporate Center 
also assumes operational responsibility for certain business 
units that provide shared services to the business divisions – 
among them the information technology infrastructure and 
offshoring units (including the service centers in India and 
Poland).

Organizational structure

The Corporate Center consists of operational functions 
plus the information technology infrastructure and Group 
offshoring units. It is led by the Chief Operating Officer 
(COO) of the Corporate Center and its operational func-
tions are managed by the Corporate Center executive com-
mittee.

Chief Operating Officer of the Corporate Center
The COO of the Corporate Center is responsible for its busi-
ness planning and forecasting, as well as its human resourc-
es core processes. The holder of this position is responsible 
for information technology infrastructure, group offshoring 
activities and the corporate real estate portfolio for UBS’s 
own use.

Group Chief Financial Officer
The Group Chief Financial Officer (Group CFO) is responsi-
ble for ensuring transparency within the reporting of finan-

Corporate Center
Description
The Corporate Center partners with the business divisions to ensure that UBS operates as an effective 
and  agile firm, responding effectively to trends in the financial industry according to a common vision 
and set of values.

cial results for both the Group and its businesses. The role 
also entails responsibility for the Group’s financial report-
ing, planning, forecasting and controlling processes, as 
well as the provision of advice on financial aspects of stra-
tegic plans and mergers and acquisitions transactions. Fur-
ther responsibilities include overseeing UBS’s tax and trea-
sury functions. In coordination with the Group General 
Counsel, the Group CFO defines the standards for account-
ing, reporting and disclosure and, together with the Chief 
Executive Officer, provides external certifications under sec-
tions 302 and 404 of the US Sarbanes-Oxley Act of 2002. 
These duties are in addition to managing relations with in-
vestors and coordination of working relationships with in-
ternal and external auditors.

Group Chief Risk Officer
The Group Chief Risk Officer (Group CRO) is responsible for 
the development and implementation of UBS’s risk manage-
ment and control principles, including the development of 
appropriate control frameworks for market, credit and op-
erational risks throughout the Group. The Group and busi-
ness division risk functions work together to manage the fol-
lowing: formulating and implementing risk policies and 
control processes; developing risk quantification methods; 
monitoring associated limits and controls; ensuring that risks 
are completely and consistently recorded and aggregated; 
and ensuring that exposures are continuously monitored, 
controlled and remain within approved risk profiles. Each risk 
officer exercises specific risk control authorities. 

Group General Counsel
The Group General Counsel, supported by the head of Group 
Compliance, has Group-wide responsibility for legal and com-
pliance matters and for legal and compliance policies and pro-
cesses. The position is responsible for defining the strategy, 
goals and organizational structure of the legal function, in ad-
dition to setting and monitoring the Group-wide quality stan-
dards for handling the legal affairs of the Group. Supported 
by the head of Group Compliance, the Group General Coun-
sel is responsible for ensuring that UBS meets relevant regula-
tory and professional standards in the conduct of its business. 
Other responsibilities include supervision of the General Coun-
sels of the business divisions and working closely with the 
Group CRO with regard to the operational risk aspects of legal 
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and liability risk. Furthermore, the Group General Counsel 
represents UBS’s interests to policy-makers and, in close coop-
eration with the Group CRO and Group CFO as appropriate, 
establishes Group-wide management and control processes 
for the Group’s relationship with regulators. 

Group Treasurer
The Group Treasurer is responsible for the management of 
UBS’s financial resources and financial infrastructure. The 
position is responsible for Group-level governance of trea-
sury processes and transactions relating to UBS’s corporate 
legal structure, regulatory capital, balance sheet, funding 
and liquidity, and non-trading currency and interest rate 
risk. Additional responsibilities include the issuance of poli-
cies to ensure proper management and efficient co-ordina-
tion of treasury processes on a Group-wide basis. The Group 
Treasurer manages the Group’s equity, taking into account 
financial ratios and regulatory capital requirements, with a 
view to maintaining strategic flexibility and adequate capi-
talization and ratings levels. The position manages UBS’s 
holdings of its own shares and recommends corporate ac-
tions to the Group Executive Board (GEB) and the Board of 
Directors (BoD).

Head of Group Controlling & Accounting
The Head of Group Controlling & Accounting has UBS-wide 
responsibility for financial control. The position is responsible 
for the production and analysis of accurate and objective reg-
ulatory, financial and management accounts and  reports. The 
Head of Group Controlling & Accounting communicates rel-
evant financial and regulatory information to the BoD, the 
GEB, the audit committee, internal and external auditors and 
the CFOs of the business divisions. The position is also re-
sponsible for operating the UBS-wide quarterly and annual 
SOX 302-certification process and supports the Group CFO in 
the Group’s planning and forecasting process.

Head of Group Tax
The Head of Group Tax is responsible for managing the 
bank’s corporate income tax affairs, in such a manner that 
UBS achieves sustainable tax efficiency whilst acting in com-
pliance with all applicable tax laws, regulations and other 
requirements. Group Tax also provides tax advice to the busi-
ness divisions in relation to their business activities, and acts 
as a control function in the review of new business initiatives 
and transactions requiring pre-approval.

Head of Group Accounting Policy
The Head of Group Accounting Policy establishes Group-
wide financial accounting policies and supports the business 
divisions and the Corporate Center in their responsibility to 
implement and enforce the Group accounting policy frame-
work. The position manages relations with external auditors 
and accounting standards bodies.

Chief Communication Officer
The Chief Communication Officer is responsible for manag-
ing UBS’s communications with its various stakeholders. An-
other key responsibility is the development of the strategy, 
content and positioning of communications of corporate im-
portance, emphasizing transparency, consistency, speed and 
integrity. The Chief Communication Officer presents UBS 
and its businesses to the media, enhancing and protecting 
the firm’s reputation. To employees, the position promotes 
understanding of the firm’s strategies, performance and cul-
ture. The Chief Communication Officer also coordinates 
UBS’s approach to corporate responsibility.

Head of Group Strategic Advisory &  
Financial Communication
The Head of Group Strategic Advisory & Financial Communi-
cation provides independent advice to the GEB (collectively 
and individually) and the BoD on strategic matters and sup-
ports the business divisions in the execution of their strate-
gies. The position coordinates cross-business division strate-
gic initiatives, drives the implementation of challenging 
Group strategic targets and measures progress towards 
goals. Additionally, it monitors the competitive environment 
and assesses the impact of opportunities and threats on 
Group strategy. The Head of Group Strategic Advisory & Fi-
nancial Communication also communicates with investors, 
analysts and rating agencies about developments at UBS and 
is responsible for preparing and publishing quarterly and an-
nual reports.

Group Head Human Resources
The Group Head Human Resources has Group-wide re-
sponsibility for the management of human resources, the 
development of the relevant human capital strategies as 
well as the governance over their effective implementa-
tion. This includes shaping a meritocratic culture of ambi-
tion and performance, building UBS’s capacity to attract 
and retain high-quality, diverse and mobile talent, as well 
as creating an attractive and flexible work environment. 
The position is ultimately and directly responsible for the 
management of talent and development of leadership 
within UBS’s senior management group. Additionally, 
Group Human Resources is mandated to design, develop 
and administer global compensation programs, to oversee 
regional and local benefit strategies, and to establish in-
novative and competitive incentive frameworks on a firm-
wide basis.

Chief Technology Officer
The Chief Technology Officer is the head of the informa-
tion technology infrastructure unit (ITI). This unit encom-
passes all information technology infrastructure teams 
across UBS, covering management of data networks, tele-
phone and other communications systems, IT security, dis-
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tributed computing and servers, mainframes and data cen-
ters, market data services, user services and desktop 
computing. The unit focuses on serving all UBS’s business-
es in a client-driven and cost-efficient way, as well as build-
ing towards a consistent technical architecture across UBS 
through the execution of the information technology in-
frastructure strategy.

Head of Group Offshoring
The Head of Group Offshoring is responsible for delivering 
offshoring services to the business divisions at appropriate 
and competitive prices. The service centers, which are 
 operated by UBS staff in India and Poland, ensure that phys-
ical and technical features meet UBS risk and quality stan-
dards and comply with the operational risk framework.
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Corporate Center reporting

As of or for the year ended % change from

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.07

Total operating income 998 3,562 607 (72)

Cash components 1,069 1,244 1,179 (14)

Share-based components 1 7 121 140 (94)

Total personnel expenses 1,076 1,365 1,319 (21)

General and administrative expenses 1,299 1,306 1,255 (1)

Services (to) / from other business units (2,066) (2,070) (1,969) 0

Depreciation of property and equipment 720 739 782 (3)

Amortization of intangible assets 0 0 9

Total operating expenses 2 1,029 1,340 1,396 (23)

Performance from continuing operations before tax (31) 2,222 (789) (101)

Performance from discontinued operations before tax 198 145 888 37

Performance before tax 167 2,367 99 (93)

Contributions from private equity / Industrial Holdings

Total operating income 22 689 313 (97)

Total operating expenses 54 163 67 (67)

Operating profit from continuing operations before tax (32) 526 246

Profit from discontinued operations before tax 155 138 884 12

Additional information

BIS risk-weighted assets (CHF billion) 3 8.8 10.2 11.5

Personnel (full-time equivalents) 4 7,285 6,913 4,771 5

Personnel for the Operational Corporate Center (full-time equivalents) 1,572 1,622 1,452 (3)

Personnel for ITI 5 (full-time equivalents) 4,066 4,343 3,055 (6)

Personnel for Group Offshoring (full-time equivalents) 1,646 948 264 74

1 Includes social security contributions and expenses related to alternative investment awards.  2 Includes expenses for the Company Secretary, Board of Directors and Group Internal Audit.   
3 BIS risk-weighted assets (RWA) are according to Basel II for 2008, and according to the Basel I framework for 2007 and 2006.  4 Personnel numbers exclude full-time equivalents from private equity 
(part of the Corporate Center): 1 for 2008, 3,843 for 2007, 4,241 for 2006.  5 Information Technology Infrastructure (ITI).

Results
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2008

Results

The Corporate Center recorded a result from continuing opera-
tions of negative CHF 31 million in full-year 2008, down from 
a gain of CHF 2,222 million in 2007. This decline was mainly 
related to a charge of CHF 3.4 billion following a transaction 
between UBS and the Swiss National Bank (SNB) in the fourth 
quarter. This charge reflects a net loss arising from the acquisi-
tion of the equity purchase option, and the impact of the con-
tingent issuance of UBS shares in connection with the trans-
action. The total charge also includes the fair valuation impact 
of the mandatory convertible notes (MCNs) placed with the 
Swiss Confederation. The call component of the MCNs will be 
revalued each quarter and UBS expects a corresponding fluc-
tuation in the results of the Corporate Center. This fluctuation 
is subject to the expected volatility of the UBS share price and 
will continue until the conversion of the MCNs into UBS shares. 
The loss from the SNB transaction is reported in the Corporate 
Center as it benefits the whole bank and not just the Invest-
ment Bank. At the 27 November 2008 extraordinary general 
meeting, shareholders approved for this purpose the creation 
of conditional capital in the maximum amount of 365 million 
shares. Furthermore, 2008 was impacted by losses resulting 
from cash flow hedge ineffectiveness, driven by the accelerat-
ed amortization of gains recorded until November 2007.

On the positive side, a gain of CHF 3,860 million due to 
the accounting treatment of the MCNs in first quarter 2008 
and a gain of CHF 174 million on UBS’s sale of its stake in 
Bank of China in the fourth quarter assisted the 2008 result.

Operating income
Total operating income decreased to CHF 998 million in 2008 
from CHF 3,562 million in 2007, largely driven by the above-
mentioned SNB transaction and fair valuation of the MCNs in 

fourth quarter 2008, losses on swaps not fully eligible for 
hedge accounting, losses of CHF 192 million due to currency 
translation differences on partial disposals of an investment in 
a consolidated investment fund, and a gain from UBS’s sale of 
its stake in Bank of China. The 2007 result was driven by a 
gain from the sale of UBS’s 20.7% stake in Julius Baer. In ad-
dition, the contribution from the former Industrial Holdings 
decreased to CHF 22 million in 2008, compared with CHF 689 
million in 2007.

Operating expenses
Total operating expenses were CHF 1,029 million in 2008, 
down CHF 311 million from CHF 1,340 million in 2007. At 
CHF 1,076 million in 2008, personnel expenses were down 
21% from CHF 1,365 million in 2007, which reflected lower 
bonus accruals and lower headcount, the latter being partly 
offset by growth in the Offshoring Service Center headcount. 
In the same period, general and administrative expenses de-
creased 1% to CHF 1,299 million from CHF 1,306 million. 
This was related mainly to lower advertising and sponsoring 
costs, a partial release of provisions and lower project costs as 
well as decreased travel activities, and were partly offset by 
higher real estate restructuring provisions. Other businesses 
were charged CHF 2,066 million, compared with CHF 2,070 
million in 2007. Depreciation decreased CHF 19 million, or 
3%, to CHF 720 million as a result of management action to 
reduce spending on IT equipment partly offset by a fair value 
adjustment in corporate real estate.

Information technology infrastructure

In 2008, the average ITI cost per UBS employee was CHF 
25,178, a CHF 1,953 decrease from CHF 27,131 the previous 
year. This reflects an 8% cost reduction in ITI in 2008 com-
pared to 2007, reflecting ongoing cost-cutting initiatives and 
foreign exchange movements. Average UBS staff levels de-
creased slightly to 81,382 in 2008 from 81,715 in 2007. 
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2007

Results

The Corporate Center recorded a pre-tax profit from con-
tinuing operations of CHF 2,222 million in full-year 2007. 
This improvement, up from a loss of CHF 789 million in 
2006, was related mainly to the CHF 1,950 million gained 
from UBS’s sale of its 20.7% stake in Julius Baer. In addition, 
positive cash flow hedges and higher treasury income also 
assisted the 2007 result. While all these developments 
helped operating income to rise, higher levels of credit loss 
expenses in 2007 moderated the increase.

Operating income
Total operating income increased to CHF 3,562 million in 
2007 from CHF 607 million in 2006. This mainly reflected 
the gains from UBS’s sale of its 20.7% stake in Julius Baer, 
positive impacts from cash flow hedges and higher treasury 
income. In addition, the contribution from the former Indus-
trial Holdings was CHF 689 million in 2007, compared with 
CHF 313 million in 2006.

Operating expenses
Total operating expenses were CHF 1,340 million in 2007, 
down CHF 56 million from CHF 1,396 million in 2006. At 
CHF 1,365 million in 2007, personnel expenses were up 3% 

from CHF 1,319 million in 2006, mainly reflecting the higher 
personnel numbers in ITI, driven by higher business demand. 
Accelerated amortization of share-based compensation to 
certain terminated employees during their employment also 
drove personnel costs up. In the same period, general and 
administrative expenses increased 4% to CHF 1,306 million 
from CHF 1,255 million. This was related mainly to higher ITI 
expenses in support of higher staff levels in the business divi-
sions. The Operational Corporate Center also booked higher 
expenses in all areas. This was partially offset by lower provi-
sions (2006 included a small portion of the provision for sub-
leasing office space in the US) and advertising expenditures. 
Other businesses were charged CHF 2,070 million compared 
with CHF 1,969 million, reflecting the business-driven cost 
increases of ITI and the India Service Center. Depreciation of 
property and equipment decreased CHF 43 million, or 5%, 
to CHF 739 million as several software components came to 
the end of their depreciation cycle. Amortization of intangi-
ble assets was CHF 0 million in 2007, CHF 9 million below 
the level a year earlier.

Information technology infrastructure

In 2007, the average ITI cost per UBS employee was CHF 
27,131, a CHF 941 decrease from CHF 28,072 the previous 
year. This reflected a 12% increase in average staff levels 
from 72,885 in 2006 to 81,715 in 2007, while ITI costs in-
creased only 8% during this period. 





Risk and treasury management

Audited information according to IFRS 7 and IAS 1

Risk disclosures provided in line with the requirements of the International Financial Reporting Standard 7 (IFRS 7) Financial 
Instruments: Disclosures, and disclosures on capital required by the International Accounting Standard 1 (IAS 1) Financial 
Statements: Presentation form part of the financial statements audited by UBS’s independent registered public accounting 
firm Ernst & Young Ltd., Basel. This information (the audited texts, tables and graphs) is marked by a bar on the left-hand side 
throughout this report and is incorporated by cross-reference into the financial statements of this report.



UBS incurred substantial writedowns on its risk 
positions and actively reduced exposures through 
sales. Significant transactions included the sale in May 
2008 of US residential mortgage-backed securities to a 
fund managed by BlackRock for proceeds of USD 15 billion 
and the agreement reached in October 2008 to transfer 
illiquid securities and other positions from UBS’s balance 
sheet to a fund owned and controlled by the Swiss  
National Bank (SNB).

Risk management
– UBS entered 2008 with significant legacy risk positions which exceeded the firm’s 

risk bearing capacity. Risk reduction will remain a priority for UBS until risk exposure 
is commensurate with the firm’s targeted risk appetite.

In order to address weaknesses identified in its risk 
management and control organization, UBS launched 
an extensive remediation plan which included: the 
 overhaul of its risk governance; significant changes to risk 
management and control personnel; and improvements in 
risk capture, risk representation and risk monitoring.



Treasury management
– UBS’s treasury department is responsible for the management of the firm’s 

 financial resources. This includes the management of: liquidity and funding; 
 capital and balance sheet; and interest rate and currency risks arising from 
 balance sheet and capital  management responsibilities. 

Liquidity management

Liquidity management remained challenging throughout 
2008, as the financial and credit market crisis, which had 
its origins in the US residential mortgage market in the 
second half of 2007, spread and gained in intensity 
throughout the year.

In anticipation of an extended period of market turbu-
lence, UBS proactively undertook several measures, starting 
in 2007 and continuing in 2008, to further strengthen and 
safeguard its liquidity position, including adjustment of 
short-term funding targets and increased focus on balance 
sheet asset reduction. Combined with the broad diversity 
of its funding sources, its contingency planning processes 
and its global scope, these additional measures have 
enabled UBS to maintain a balanced asset / liability profile 
throughout the current market dislocation.

Funding management

Despite challenging market conditions in the second half of 
2008, UBS was able to maintain access to funding, 
primarily as a result of its broadly diversified funding base.

Risk-weighted assets and eligible capital

In 2008, risk-weighted assets declined from CHF 374.4 
billion (Basel I) to CHF 302.3 billion. In this period, eligible 
tier 1 capital decreased from CHF 34.1 billion to CHF 33.2 
billion, reflecting the effects of losses incurred during 2008 
and further negative impacts on equity, only partially offset 
by the positive effects from issues of capital instruments.

Capital instruments

The following events occurred in 2008: issuance of CHF  
13 billion of mandatory convertible notes to two long-term 
financial investors in March; issuance of EUR 1 billion of 
perpetual preferred securities as hybrid tier 1 capital in April; 
net increase in capital of CHF 15.6 billion from the rights 
issue in June; and issuance of CHF 6 billion of mandatory 
convertible notes to the Swiss Confederation in December.

Capital adequacy

Basel II Basel I

CHF million, except where indicated 31.12.08 31.12.08 31.12.07

BIS tier 1 capital 33,154  35,671  34,101

of which hybrid tier 1 capital  7,393  7,393  6,387

BIS total capital  45,367  46,012  45,797

BIS tier 1 capital ratio (%) 11.0 9.8 9.1

BIS total capital ratio (%) 15.0 12.7 12.2

Credit risk 1  222,563  326,608  323,345

Non-counterparty related risk  7,411  8,826  8,966

Market risk  27,614  27,614  42,110

Operational risk  44,685 N/A N/A

Total BIS risk-weighted assets  302,273  363,048  374,421
1 Includes securitization exposures and equity exposures not part of the trading book and capital requirements for failed trades.
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Market commentary in 2008

Market conditions deteriorated progressively in 2008 culmi-
nating with weak macroeconomic data in fourth quarter 
2008 which confirmed the severe downturn in the global 
economy. Credit markets worsened considerably over the 
year with the market dislocation spreading from US real 
 estate-related markets to broader asset-backed security and 
credit markets, especially after the market-wide liquidity 
concerns engendered following the collapse of a major US 
investment bank in September 2008. Levels of market vola-
tility were high throughout the year and peaked in fourth 
quarter, as global deleveraging and a lack of liquidity in 
global markets continued to distort asset prices, reducing 
the effectiveness of some risk mitigation techniques. Ex-
treme market moves throughout the year caused a break-
down in the relationship between a number of trading posi-
tions and related hedges, particularly in credit and equity 
markets. Hedge funds experienced significant redemptions 
in the second half of the year as performance suffered. In 
the last four months of the year, central banks and govern-
ments reacted with increasing urgency to the escalating 
 financial crisis with a series of measures which attempted to 
stabilize financial markets and support specific financial 
 institutions.

Summary of key developments in 2008

The important developments that took place in 2008 with 
regard to risk management and control include:
– UBS incurred substantial writedowns on its risk positions 

and actively reduced exposures through sales. Significant 

transactions included the sale in May of US residential mort-
gage-backed securities to a fund managed by BlackRock 
for proceeds of USD 15 billion and the agreement reached 
in October to transfer illiquid securities and other positions 
from UBS’s balance sheet to a fund owned and controlled 
by the SNB. From an originally agreed USD 60 billion, the 
size of the transaction has been reduced to USD 38.6 bil-
lion. UBS will continue its program of active risk reduction.

– UBS strengthened the roles and responsibilities of its 
Board of Directors (BoD) and executive management with 
regard to risk management and control. The BoD has 
been allocated responsibility for setting the highest-level 
portfolio and concentration risk measures and limits, 
while the Group Chief Executive Officer (Group CEO) is 
authorized to apply these measures and limits to specific 
transactions, positions and exposures. A new BoD risk 
committee was established to take on some of the re-
sponsibilities of the former Chairman’s Office.

– UBS integrated its approach to risk control by merging 
the market and credit risk functions of the Investment 
Bank into a single unit. A new Chief Risk Officer (CRO) 
was appointed in the Investment Bank to oversee credit 
risk and market risk on a combined basis as well as opera-
tional risk. Several other changes to senior personnel in 
the Investment Bank CRO organization were also made. 
The Corporate Center risk function was reorganized, re-
sulting in the formation of a unit to focus on the control 
of portfolio and concentration risks and a combined func-
tion to determine methodologies to measure and assess 
market and credit risk. UBS also made a number of other 
changes to senior personnel in order to strengthen its risk 
management and control organization. These included 

Risk management and control

UBS was severely affected by the financial crisis that unfolded in 2007 and worsened in 2008. UBS entered 
2008 with significant legacy risk positions, particularly related to US real estate and other credit positions, 
which exceeded the firm’s risk bearing capacity. As reported during 2008, UBS incurred significant losses on 
these positions. Risk reduction will remain a priority for UBS until risk exposure is commensurate with the 
firm’s targeted risk appetite. UBS identified significant weaknesses in its risk management and control orga-
nization, as well as limitations in its traditional market risk, credit risk, liquidity risk and funding risk mea-
sures (including the interplay between these measures). As a result of these weaknesses, the firm failed to 
 adequately assess correlated risks and risk concentrations. In order to address these weaknesses, UBS launched 
an extensive remediation plan, which included the overhaul of its risk governance, significant changes to 
risk management and control personnel, as well as improvements in risk capture, risk representation and 
risk  monitoring. Implementation of this plan is ongoing and remains a high priority for UBS. In addition, in 
light of the continued dislocation in financial markets, UBS has placed less emphasis on statistical models 
for the  identification and management of risks, and more on its stress-based measures, particularly to identify 
and manage those portfolios considered most at risk.
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the appointments in the Investment Bank of a new Chief 
Executive Officer and new heads of Fixed Income Curren-
cies and Commodities.

– In the third quarter, the Swiss Financial Market Supervisory 
Authority (FINMA, until 31 December 2008 Swiss Federal 
Banking Commission) concluded its investigation into the 
causes of the significant writedowns incurred by UBS. It 
confirmed UBS’s own conclusions in all material aspects. 
UBS developed a comprehensive and detailed plan to elimi-
nate the weaknesses it identified, including those related to 
risk management and control (for example UBS’s market 
and credit risk functions had failed to identify certain sig-
nificant portfolio and concentration risks, and there were 
weaknesses identified in risk systems and infrastructure). 
Delivery against this plan remains broadly in line with ex-
pectations and is a high priority for UBS.

Risk management and control principles

Five key principles underpin UBS’s risk management and 
control framework. These principles are intended to allow 
the firm to achieve an appropriate balance between risk and 
return. The five key principles are:
– Business management is accountable for risk. Business 

management throughout the firm is accountable for all 
the risks assumed or incurred by its business operations. 
This means that each business is responsible for the con-
tinuous and active management of its risk exposures, as 
well as for ensuring an appropriate balance between risk 
and return.

– Independent control of risk. A control process indepen-
dent of the businesses is an integral part of UBS’s risk 
management and control framework. Independent risk 
control aims to provide an objective assessment of risk-
taking activities, helping senior management align the in-
terests of all stakeholders, including shareholders, clients 
and employees.

– Disclosure of risk. Comprehensive, transparent and objec-
tive risk disclosure is an essential component of the risk 
control process. This includes disclosure and periodic re-
porting to senior management, the BoD, shareholders, 
regulators, rating agencies and other stakeholders.

– Earnings protection. UBS aims to protect earnings by lim-
iting the scope for losses and exposure to stress events. 
Controls and limits are applied to individual exposures 
and portfolios in each business, to aggregate risks across 
all businesses, and to major risk types relative to the firm’s 
risk capacity (the level of risk UBS is capable of absorbing, 
based on its anticipated earnings power).

– Reputation protection. Protection of UBS’s reputation de-
pends, among other things, on the effective manage-
ment and control of the risks incurred in the course of its 
business. All employees should make the protection of 
UBS’s reputation an overriding concern.
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The risk assessment and management performed by the 
BoD is in line with the statutory requirements and so is the 
related disclosure in this section.

Risk management and control responsibilities

Key roles and responsibilities related to risk management 
and control are outlined below: 
– The BoD has a strategic and supervisory function and is 

responsible for determining UBS’s fundamental approach 
to risk. The firm’s risk principles, risk appetite and risk ca-
pacity are also determined by the BoD. A newly estab-
lished BoD risk committee oversees the firm’s risk profile 
and the implementation of risk management and control 
principles.

– The GEB is responsible for the implementation of risk 
management and control principles. Its newly established 
Executive Committee (EC) allocates the Group’s total risk 
capacity amongst the business divisions, controls the firm’s 
overall risk profile and approves the core risk policies.

– In line with UBS’s dual board structure, the authority to 
control risk is split between the BoD and the Group CEO. 
The BoD has risk control authority for portfolio and 
 concentration limits, while the Group CEO has risk con-
trol authority for the firm’s transactions, positions and 
exposures. These risk control authorities, however, are 
partially delegated to the Group CRO and the CEOs 
of each business division. Risk officers in the business 
divisions may also be delegated certain risk control 
 authorities depending on their experience and portfolio 
responsibility.

– The CEO of each business division is accountable for the 
results and risks of his or her division as well as maintain-
ing an appropriate risk management structure.

– The Group CRO is responsible for the development and 
implementation of appropriate control frameworks for 
credit, market and operational risks with support from 
the business divisions through their CROs. In addition, 
risk functions within the Corporate Center support the 
control of portfolio and concentration risks, the determi-
nation of methodologies to measure and assess risk, and 
the development and operation of appropriate risk infra-
structure (including reporting).

– The CROs of the business divisions are responsible for the 
independent control of risk in their respective business 
divisions. 

– The Group CFO is responsible for ensuring that UBS and 
its business divisions disclose their financial performance 
in a clear and transparent way, and that this reporting 
and disclosure meets all regulatory requirements and 
 corporate governance standards. The Group CFO is also 
responsible for the implementation of UBS’s risk manage-
ment and control frameworks in the areas of capital 
management, liquidity, funding and tax.
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– The Group General Counsel is responsible for implement-
ing UBS’s risk management and control principles in the 
areas of legal and compliance.

Risk management and control framework

UBS’s risk management and control principles are imple-
mented via a detailed risk management and control frame-
work. The framework comprises both qualitative elements 
such as policies and authorities, and quantitative compo-
nents including limits. With the risk management and con-
trols principles as its basis, the framework is continually 
adapted and enhanced as UBS’s businesses and the market 
environment evolve.

There are five key components in the independent risk 
control framework:
– Risk policies and authorities to implement the firm’s risk 

management and control principles (see above). These re-
flect UBS’s risk capacity and risk appetite, and may be 
adapted to accommodate the firm’s evolving business re-
quirements. 

– Risk identification through continuous monitoring of 
portfolios, assessment of risks in new businesses and 
complex or unusual transactions, and ongoing review of 
the overall risk profile in the light of market developments 
and external events and trends.
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which are independently verified and approved by spe-
cialists in the CRO organization. Appropriate risk mea-
sures are applied to portfolios and risk concentrations. 
Risks that are not well reflected by standard measures are 
subject to additional controls, which may include pre-ap-
proval of transactions and specific risk limits. Models to 
quantify risk are generally developed by dedicated units 
within the business divisions and the Corporate Center. 
UBS requires that models addressing risks which could 
impact its books and records be subjected to independent 
verification and ongoing monitoring and control by the 
CRO organization.

– Risk control by monitoring and enforcing compliance 
with risk principles, policies and limits, as well as with reg-
ulatory requirements.

– Transparent risk reporting to stakeholders and to man-
agement at all levels, on all relevant aspects of the ap-
proved risk control framework, including limits. This in-
cludes daily reports on certain portfolio risk measures to 
senior management. Monthly and quarterly reports are 
also prepared by the business divisions and provide the 
basis for consolidated reports to the Group CRO, EC, 
BoD risk committee and the BoD as a whole. Periodic 
reporting is made publicly available for the benefit of 
other stakeholders.

Corporate governance and risk control

Independent risk control Risk management

Board of Directors

Board of Directors1

Audit committee

Risk committee

Group Executive Board/Executive Committee

Corporate Center

Group Executive Board

Group Chief Executive Officer

Business division chief executive officers

Risk Control 
(chief risk officers) 

Group Chief Risk Officer

Portfolio Risk Control and Methodology

Operational risk

Risk Chief Operating Officer

Legal and Compliance 
(general counsels)

Group General Counsel

Head compliance

Finance
(chief financial officers)

Treasurer

Tax

Controlling and Accounting

Accounting Policy /SOX

Business division risk committees

Business division

Business management

Operations

3RM001_e

Group Internal Audit

Group Chief Financial Officer

1 For full listing of Board of Directors committees, refer to Annex C of the Organization Regulations of UBS AG.
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UBS has control processes to deal with the establishment 
of new businesses or significant changes to existing busi-
nesses, and the execution of complex or unusual transac-
tions. These processes are designed to subject the business 
or transaction in question to all the necessary control func-
tions – risk control, legal, compliance, treasury, finance, tax 
and logistics – as necessary. A key aspect of this process is to 
ensure that transactions are booked in a way that permits 
appropriate ongoing risk management, measurement, con-
trol and reporting.

Risk categories

The risks faced by UBS’s businesses can be broken down into 
different categories.

On the most fundamental level there are business risks 
arising from the commercial and economic risks inherent in 
any business activity. It is business management’s responsibil-
ity to respond to changes in the economic environment and 
competitive landscape. Business risks are not subject to inde-
pendent risk control but are factored into the firm’s strategic 
planning process and the assessment of UBS’s risk appetite 
and overall risk exposure.

Primary and operational risks which result from particular 
business activities are, on the other hand, subject to inde-
pendent risk control.

Primary risks are:
– Credit risk – the risk of loss resulting from the failure of a 

client or counterparty to meet its contractual obligations.
– Market risk – the risk of loss resulting from changes in 

market variables. These can be categorized as overall 
changes in market levels and rates (the “general” market 
risk component), or relative changes with respect to spe-
cific companies or instruments (often referred to as the 
“idiosyncratic” market risk component).

– Liquidity and funding risk – the risk that UBS might be un-
able to meet its payment obligations when due or to bor-
row funds in the market at an acceptable price to fund ac-
tual or proposed commitments.
Operational risk is the risk of loss resulting from inade-

quate or failed internal processes, people and systems (for 
example failed IT systems, or fraud perpetrated by a UBS 
employee), or from external causes, whether deliberate, ac-
cidental or natural. 

➔	Refer to the “Market risk”, “Credit risk”, “Operational risk” 

and “ Liquidity and funding management” sections of  

this report for a description of the control frameworks 

for these risk categories

 Quantitative controls

UBS quantifies potential future losses using three comple-
mentary risk measures: expected loss, statistical loss and 
stress loss.
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Expected loss is the loss that is expected to arise on aver-
age over time in connection with an activity (for example, 
expected number of loan defaults under normal economic 
conditions). It is an inherent cost of such activity, and must 
be factored into business plans.

Statistical loss measures, such as Value at Risk (“VaR”), 
estimate the amount by which actual losses in a portfolio 
could exceed the expected loss over a specified time horizon, 
measured to a specified level of confidence (probability).

Stress loss is the loss that could arise from extreme events, 
typically beyond the confidence level of the statistical loss 
estimate, and is normally a scenario-based measure.

These risk measures are typically applied at a portfolio 
level. They are complemented by controls such as targeted 
stress measures for concentrated exposures and vulnerable 
portfolios, sub-portfolios or positions. Concentration risk 
controls are generally applied where UBS identifies that 
 positions in different financial instruments or different port-
folios are affected by changes in the same risk factor or 
group of correlated factors. Such concentrations can have 
the potential for significant loss in the event of extreme but 
plausible adverse developments. Identifying such develop-
ments and assessing their potential impact – in particular 
the danger of aggregated losses from a single event through 
concentrated exposures – is a critical component of the risk 
control process. 

➔	Refer to the “Risk concentrations”, section of this report 

for more information on risk exposures and identified  

risk concentrations

Qualitative controls

Although measurement of risk is clearly important, not all 
risks are quantifiable. Due diligence, sound judgment, com-
mon sense and an appreciation of a wide range of potential 
outcomes, including a willingness to challenge assumptions, 
are key components of a strong risk culture for both risk 
management and risk control. UBS has reinforced its qualita-
tive risk controls through changes to its risk management 
and control organization, as described above in the sum-
mary of key developments in 2008 section, as well as through 
education programs.

Earnings-at-risk and capital-at-risk

To complement its day-to-day operating controls, UBS has 
developed the concepts of “earnings-at-risk” and “capital-
at-risk”. These are general measures designed to assess the 
firm’s overall ability to absorb the potential losses inherent 
across all its business lines and from all major sources in the 
current economic cycle.

Earnings-at-risk focuses on UBS’s ability to absorb losses 
through its current earnings. It is an integral part of the risk 
control process and is monitored by the BoD, the BoD risk 
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committee and the GEB as part of UBS’s monthly risk report-
ing. The concept reflects UBS’s view that the primary re-
source to absorb losses should be a firm’s earnings stream. 
Earnings-at-risk has three elements – risk capacity, risk expo-
sure and risk appetite.

Risk capacity is the level of risk UBS considers itself capa-
ble of absorbing, based on its earnings power, without dam-
age to its dividend paying ability, its strategic plans and, ulti-
mately, its reputation and ongoing business viability. It is 
based on a combination of budgeted, forecast and historical 
revenues and costs, adjusted for variable compensation, div-
idends and related taxes.

Risk exposure is an estimate of potential loss based on 
current and prospective risk positions across major risk cate-
gories – primary risks, operational risk and business risk. It 
builds as far as possible on the statistical loss measures used 
in the day-to-day operating controls, extending their time 
horizons where necessary, with adjustments and supple-
ments determined by management to reflect known cover-
age gaps. Correlations are taken into account when aggre-
gating potential losses from risk positions in the various risk 
categories to obtain an overall estimate of the risk exposure. 
The risk exposure is assessed against a severe but plausible 
constellation of events over a one-year time horizon to a 
95% confidence level – in effect to assess the impact of a 
“once in 20 years” event.

Risk appetite is established by the BoD, who set an upper 
boundary on aggregate risk exposure. A comparison of risk 
exposure with risk capacity serves as a basis for determining 
if current or proposed risk limits are appropriate, and is one 
of the tools available to management to guide decisions on 
adjustments to the risk profile. It also provides an indication 
of UBS’s ability to pay a cash dividend out of its current year 
earnings.

UBS’s risk exposure should not normally exceed its risk ca-
pacity but in the extremely difficult market conditions that 
persisted throughout 2008, this relationship has not held. For 
2008 as a whole, UBS recorded a large net loss, showing that 
the risk exposures remained greater than UBS’s risk capacity. 

Risk exposure remained high as a result of a lack of liquid-
ity in the markets for securitized assets to which UBS had 
significant exposures during a large part of the year, and due 
to significantly increased volatility levels in global markets. 

The reduction in risk exposure that was achieved through 
sales (including transactions with BlackRock and the SNB) in 
addition to the significant writedowns incurred on risk posi-
tions, was offset by a simultaneous decrease of risk capacity 
due to downward revisions of earnings expectations as a 
consequence of the deteriorating economic outlook.

Measured risk exposure is neither an expected nor a worst 
case scenario and it can be significantly affected by many 
external factors. Based on UBS’s assessment of the various 
dimensions of its portfolio of risks and their potential devel-
opment, management has and will continue to reduce the 
firm’s risk exposure to achieve an appropriate level relative to 
its risk capacity. However, liquidity has been and remains 
poor in many markets. As with any model, earnings-at-risk is 
heavily dependent on assumptions and estimates. Measured 
risk exposure must be understood in this context. During the 
extremely difficult market conditions that prevailed in 2008, 
a number of supplementary measures were added to the 
statistical assessment of risk exposure. For example, observ-
able data were supplemented by judgments in several areas 
including residential and commercial real estate, US munici-
pal and student loan markets, and potential defaults by 
monoline insurers and certain corporate loan portfolios. 
These supplementary measures were a result of extensive 
consultation between risk management and control profes-
sionals and contributed materially to the overall risk expo-
sure that UBS recognized in 2008.

Capital-at-risk considers more extreme losses and their 
potential to lead to a breach of minimum regulatory capital 
requirements or even insolvency. Capital-at-risk is an input to 
the capital management process, building on the earnings-
at-risk concept but assessing the potential for losses to ex-
ceed earnings capacity and erode capital. For capital-at-risk, 
the analysis parallels that for earnings-at-risk but is measured 
at two higher confidence levels. The first is in relation to 
UBS’s minimum regulatory capital requirement and is set at a 
99% confidence level or a “once in 100 years event”. The 
second is in relation to the solvency of UBS and is set at a 
confidence level exceeding 99.9%.

The capital-at-risk measures of aggregate risk exposure 
are important considerations in the assessment of capital ad-
equacy. Like earnings-at-risk, capital-at-risk also relies on 
day-to-day risk control measures.
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Risk concentrations

A concentration of risk exists where: (i) a position or group 
of positions in financial instruments is affected by changes in 
the same risk factor or group of correlated factors; and 
(ii) the exposure could, in the event of large but plausible 
adverse developments, result in significant losses.

The identification of risk concentrations requires judg-
ment because potential future developments cannot be 
 predicted with certainty and may vary from period to period. 
In determining whether a risk concentration exists, UBS con-
siders a number of elements, both individually and in combi-
nation. These elements include: the shared characteristics of 
the instruments; the size of the position or group of posi-
tions; the sensitivity of the position or group of positions to 
changes in risk factors and the volatility and correlations of 
those factors. Also important in this assessment is the liquid-
ity of the markets where the instruments are traded and the 
availability and effectiveness of hedges, as the value of a 
hedge instrument may not always move in line with the posi-
tion being hedged. This is referred to as basis risk.

UBS is exposed to price risk, basis risk, credit spread risk and 
default risk, other idiosyncratic and correlation risks on both 
equities and fixed income inventories, and to country risk in 
many of its lending and trading activities. Refer to the “Market 
risk”, “Credit risk” and “Operational risk” sections of this re-
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port for more information on the risk categories to which UBS 
is exposed. UBS has also bought and may be required to buy 
securities and units from funds that UBS has sold to clients. 
Such purchases, especially of illiquid assets such as interests in 
hedge funds, could create a significant risk exposure for UBS. 

If a risk concentration is identified, it is assessed to deter-
mine whether it should be reduced or mitigated, and the 
available means to do so are also evaluated. Identified risk 
concentrations are subject to increased monitoring.

Identified risk concentrations

Based on UBS’s assessment of its portfolios and asset classes 
with potential for material loss in a stress scenario relevant to 
the current environment, the firm believes the various expo-
sures shown below can be considered risk concentrations 
according to the abovementioned definition.

UBS has significant lending, counterparty and country risk 
exposures that could sustain significant losses if the current 
economic conditions were to persist. Refer to the “Credit 
risk” section of this report for more information.

It is possible that material losses could occur on asset 
classes, positions and hedges other than those disclosed in 
this section of this report, particularly if the correlations that 
emerge in a stressed environment differ markedly from those 
anticipated by UBS. 
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Risk concentrations

Exposure to monoline insurers, by rating 1

USD million, unless otherwise stated 31.12.08

Notional amount 3
Fair value of 

underlying CDOs 4

Fair value of CDSs 
prior to credit 

valuation 
adjustment 5

Credit valuation 
adjustment on 

31.12.08

Fair value of CDSs 
after credit 

valuation 
adjustment

Column 1 Column 2 Column 3 (=1–2) Column 4 Column 5 (=3–4)

Credit protection on US RMBS CDOs 2 9,111 1,695 7,415 4,659 2,756

of which: from monolines rated AAA to A 23 12 11 4 6

on US sub-prime residential mortgage-backed  
securities (RMBS) CDOs high grade 0 0 0 0 0

on US sub-prime RMBS CDOs mezzanine 0 0 0 0 0

on other US RMBS CDOs 23 12 11 4 6

of which: from monolines rated BBB and below 9,088 1,683 7,404 4,655 2,750

on US sub-prime residential mortgage-backed  
securities (RMBS) CDOs high grade 6,222 952 5,269 2,961 2,308

on US sub-prime RMBS CDOs mezzanine 1,092 28 1,064 897 167

on other US RMBS CDOs 1,774 703 1,071 797 275

Credit protection on other assets 2 12,424 7,509 4,914 2,335 2,579

of which: from monolines rated AAA to A 2,399 1,568 830 334 496

of which: from monolines rated BBB and below 10,025 5,941 4,084 2,001 2,083

Total 31.12.08 21,535 9,204 12,329 6,994 5,335

Total 31.12.07 (USD billion) 24.2 19.7 4.5 0.9 3.6

1 Excludes  the benefit of credit protection purchased  from unrelated  third parties.    2 Categorization based on  the  lowest  insurance financial  strength  rating assigned by external  rating agencies.   
3 Represents gross notional amount of credit default swaps (CDSs) purchased as credit protection.  4 Collateralized debt obligations (CDOs).  5 Credit default swaps.
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Exposure to monoline insurers
The vast majority of UBS’s direct exposure to monoline insur-
ers arises from over-the-counter (OTC) derivative contracts,  
mainly credit default swaps (CDSs), purchased to hedge spe-
cific positions. On 31 December 2008, the total fair value of 
CDS protection purchased from monoline insurers against 
these positions was USD 5.3 billion after cumulative credit 
valuation adjustments (CVAs) of USD 7.0 billion. The level of 
CVAs increased significantly in 2008 from USD 0.9 billion on 
31 December 2007 reflecting the progressive deterioration 
in both the fair value of the underlying CDOs and the credit 
quality of the monoline insurers during the year. 

Exposure under CDS contracts with monoline insurers is 
calculated as the sum of the fair values of individual CDSs 
after credit valuation adjustments. This, in turn, depends on 
the valuation of the instruments against which protection 
has been bought. A positive fair value, or a valuation gain, 
on the CDS is recognized if the fair value of the instrument 
it is intended to hedge decreases.
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bought from monoline insurers to hedge specific positions. It 
illustrates the notional amounts of the protection originally 
bought, the fair value of the underlying instruments and the  
fair value of the CDSs both prior to and after credit valuation 
adjustments taken for these contracts. Refer to “Note 27 
Fair value of financial instruments” in the financial state-
ments of this report for more information on CVA valuation 
and sensitivities. The CVA as at 31 December 2008 was ad-
justed to take into account the anticipated economic impact 
of commuting trades with certain monolines.

Other than credit protection bought on the positions de-
tailed in the table on the previous page, UBS held direct 
derivative exposure to monolines of USD 437 million after 
CVAs of USD 499 million on 31 December 2008. In its trad-
ing portfolio, UBS also had indirect exposure to monoline 
insurers through securities which they have guaranteed 
(“wrapped”) and which were issued primarily by US states 
and municipalities and US student loan programs. These 
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Auction rate securities exposure

Net exposures on  
31.12.08 1,2 (USD million)

Net exposures on  
31.12.07 1 (USD billion)

US student loan auction rate securities 8,362 4.5

US municipal auction rate securities 451 1.4

US taxable auction preferred securities 782

US tax-exempt auction preferred securities 3,167

Total 12,763 5.9

1 Net exposure represents market value of gross exposure net of short positions and hedges considered effective.  2 On 31 Decem-
ber 2008, USD 4.6 billion of the US student loan auction rate securities were monoline wrapped.
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Exposure to auction rate securities

Auction rate securities held by UBS
Auction rate securities (ARS) are 
long-term securities structured to 
allow frequent reset of their coupon 
and, at the same time, the possibility 
for holders to sell their investment in a 
periodic auction, giving the securities 
some of the characteristics of a 
short-term instrument in normal 
market conditions. These are typically 
issued by municipal entities and 
student loan trusts, and may be 
wrapped by monoline insurers.
Coupons paid on ARS are determined 
by an auction at the beginning of each 
interest reset period, the intention 
being to allow investors to earn a 
market rate of interest. In the past UBS  
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programs. Although it is not obligated 
to do so, UBS has in the past provided 
liquidity, from time to time, to these 
markets by submitting bids to ARS 
auctions and acquired ARS inventory 
in the first half of 2008 as a result.
As described in the “Changes in 2008” 
section of UBS’s fourth quarter report, 
UBS and the Swiss National Bank (SNB) 
agreed that UBS’s student loan ARS 
positions will not be sold to the SNB 
fund. UBS’s inventory of student loan 
ARS was reclassified from “held for 
trading” to “loans and receivables” on 
31 December 2008 and the student 
loan ARS repurchased from clients in 
fourth quarter 2008 were also  
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Under their new classification, all 
student loan ARS positions held by UBS 
are subject to an impairment test 
which includes a detailed review of the 
quality of the underlying collateral.
In fourth quarter 2008 UBS carried out 
a fundamental analysis of its student 
loan ARS inventory as well as client 
positions included in the buy-back 
program (refer to “Maximum exposure 
to client auction rate securities” on the 
next page for more information). The 
majority of the collateral backing the 
securities is backed by Federal Family 
Education Loan Program (FFELP) which 
is reinsured by the US Department of 
Education.
Auction preferred stocks (APS) are 
issued by closed-end mutual funds 
with an underlying portfolio of 
tax-exempt municipal bonds, common 
stock, preferred stock, or taxable debt. 
A closed-end fund is a publicly traded 
investment company registered under 
the Investment Company Act of 1940. 
The Investment Company Act of 1940 
requires significant over-collateraliza-
tion which benefits the APS holders.
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had a net market value of approximately USD 5.5 billion on 
31 December 2008.

Exposure to leveraged finance deals
UBS defines leveraged finance deals according to internal 
credit ratings, which correspond with external corporate 
credit ratings of BB– or worse at the point of reporting and 
included underwritten positions that experienced a rating 
downgrade in 2008. The net exposure to leveraged finance 
commitments held by UBS was reduced significantly in 2008 
to USD 4,009 million at 31 December 2008, of which USD 
3,161 million was funded. Leveraged finance exposures on 
31 December 2008 are shown net of cumulative gross writ-
edowns and impairment charges, as well as effective hedg-
es. Exposure to leveraged finance commitments, net of ef-
fective hedges, at 31 December 2007 was USD 11.4 billion, 
of which USD 7.4 billion was funded. The net exposure at 
this date, after deductions of cumulative gross markdowns, 
was USD 11 billion. 
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In 2008, UBS significantly reduced its exposures to US resi 
dential and commercial real estate-related positions and the 
US reference-linked note (RLN) program. These reductions 
were achieved both through sales and writedowns as well as 
UBS’s agreement with the Swiss National Bank (SNB) in Octo-
ber 2008, which allows for the transfer of illiquid securities 
and other positions from UBS to a fund owned and controlled 
by the SNB. As a result of this agreement, UBS’s residual posi-
tions in these asset classes were no longer considered as con-
centrations of risk. Refer to the “Strategy and structure” sec-
tion of this report for more information on the SNB transaction. 
UBS previously reported net exposures on 31 December 2007 
to US sub-prime residential mortgages of USD 27.6 billion 
and to US Alt-A residential mortgages of USD 26.6 billion. At 
the same date UBS had net exposures to US commercial real 
estate of USD 7.7 billion and to US RLN of USD 11.2 billion. 
UBS also reported in third quarter 2008 net exposures of USD 
6.1 billion on 30 June 2008 and USD 2.3 billion on 30 Sep-
tember 2008 to US prime residential mortgages. 
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Client holdings: auction rate securities

Buy-back period

Par value of maximum required  
purchase on 31.12.08

Private clients Institutional clients

USD million 31.10.08 – 4.1.11 2.1.09 – 4.1.11 30.6.10 – 2.7.12

US student loan auction rate securities 11,775 41 3,196 8,538

US municipal auction rate securities 2,041 144 1,589 308

US taxable auction preferred securities 1,659 161 1,202 296

US tax-exempt auction preferred securities 64 64 – –

Total 15,539 410 5,987 9,142
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Exposure to auction rate securities

On 31 December 2008, UBS had 
student loan ARS positions with a 
carrying value totaling USD 8.4 billion, 
of which approximately 66% of the 
securities in the portfolio was backed 
by FFELP guaranteed collateral. 
On the same date, UBS had exposures 
to US auction preferred securities of 
USD 4.0 billion. 

Maximum exposure to client 
auction rate securities
UBS has committed to restore liquidity 
to client holdings of ARS. This 
commitment is in line with previously 
announced agreements in principle 
with various US regulatory agencies, 
and the final settlements entered into  
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Division, the US Securities and 
Exchange Commission, and the New 
York Attorney General. On 7 October 
2008, UBS filed a registration state-
ment with the US Securities and 
Exchange Commission for Auction 
Rate Securities Rights necessary to 
offer clients the right to sell their ARS 
to UBS at par value during their 
buy-back period. The table below 
shows the maximum required 
repurchase amount at par of ARS, 
which would occur over various time 
periods between 31 October 2008 
and 2 July 2012 according to client 
type and security. UBS anticipates that 
the maximum required repurchase  
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issuers refinance their debt obligations 
and UBS works with issuers, industry 
peers and US government officials on 
restructuring initiatives and redemp-
tion opportunities.
Approximately 88% of the USD 11.8 
billion student loan ARS held by clients 
are backed by FFELP guaranteed collat-
eral. Following the start of the 
buy-back program in fourth quarter 
2008, UBS repurchased approximately 
USD 0.5 billion of US student loan 
ARS, USD 0.2 billion of US municipal 
ARS, USD 0.6 billion of US taxable 
auction preferred securities (APS) and 
USD 3.2 billion of US tax exempt APS 
from clients.
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Market risk is the risk of loss from changes in market variables. 
There are two broad categories of changes: general market 
risk factors and idiosyncratic components. General market risk 
factors are driven by macroeconomic, geopolitical and other 
market-wide considerations, independent of any instrument 
or single issuer or counterparty. They include such things as 
interest rates, the levels of equity market in dices, exchange 
rates, commodities (including the price of energy and metals), 
as well as general credit spreads. The associated volatility of 
these risk factors and the correlations between them are also 
considered to be general market risk factors. Idiosyncratic 
components, on the other hand, are those that cannot be 
explained by general market moves. Broadly they are the ele-
ments of the prices of debt and  equity instruments, as well as 
derivatives linked to them, which result from factors and 
events specific to individual companies or entities.

Sources of market risk

UBS takes both general and idiosyncratic market risks in its 
trading activities, and some non-trading businesses are also 
subject to general market risks.

Trading
Most of UBS’s trading activity is in the Investment Bank. Dur-
ing 2008 it included market-making, facilitation of client busi-
ness and proprietary position taking in the cash and  derivative 
markets for equities, fixed income, interest rates, foreign 
 exchange, energy, metals and commodities. How ever, the In-
vestment Bank is being repositioned to focus primarily on 
 client activities. In addition to the planned exit from munici-
pals, proprietary trading and commodities (excluding precious 
metals) businesses, the Investment Bank will also largely exit 
its remaining real estate and securitization activities as well as 
the exotic structured products business. Refer to the “Invest-
ment Bank” section of this report for further information.

The largest contributor to market risk within the Invest-
ment Bank has been the fixed income trading area. This busi-
ness area has been progressively reducing risk positions. 
Those that remain relate to coporate and consumer credit 
markets, US municipal and student loan markets, as well as 
significantly reduced positions in asset-backed securities (in-
cluding residential and commercial real estate).

The relative contribution from a market risk perspective 
from equities, currencies and commodities has been modest 
compared to that seen in the fixed income trading area.

Trading businesses are subject to multiple market risk lim-
its. Traders are required to manage their risks within these  
limits which in turn may involve employing hedging and risk 
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mitigation strategies. These strategies can expose UBS to risk 
as the hedge instrument and the position being hedged may 
not always move in parallel (often referred to as “basis risk”). 
Senior management and risk controllers may also give in-
structions for risk to be reduced, even when limits are not 
exceeded, if particular positions or the general levels of expo-
sure are considered inappropriate.

The asset management and wealth management busi-
nesses carry small trading positions, principally to support 
 client activity. The market risk from these positions is not 
 material to UBS as a whole. UBS has also bought and may be 
required to buy securities and units from funds that UBS has 
sold to clients, which may be exposed to market risk. These 
positions are managed as investment positions. Refer to the 
“Equity investments” section below for further information.

Non-trading
In the Investment Bank, significant non-trading interest rate 
risk and all non-trading foreign exchange risks are captured, 
controlled and reported under the same risk management 
and control framework as trading risk.

In the other business divisions, exposures to general market 
risk factors – primarily interest rates and exchange rates – also 
arise from non-trading activities (the largest items are the inter-
est rate risks in Global Wealth Management & Business Bank-
ing). These market risks are generally transferred to the Invest-
ment Bank or Group Treasury, which manage the positions as 
part of their overall portfolios within their allocated limits.

Market risks that are retained by the other business divisions 
are not significant relative to UBS’s overall risk, and exposures 
are subject to market risk measures and controls. With the 
 exception of structural currency exposures which arise from 
Group Treasury’s management of consolidated capital, non-
trading currency and commodity positions are subject to mar-
ket risk regulatory capital and are therefore captured in VaR, 
although such positions do not contribute significantly to over-
all VaR.

Group Treasury also assumes market risk from its funding, 
balance sheet and capital management responsibilities. For ex-
ample, it finances non-monetary balance sheet items such as 
bank property and equity investments in associated companies. 
It also manages interest rate and foreign exchange risks result-
ing from the deployment of UBS’s consolidated  equity, from 
structural foreign exchange positions and from non-Swiss franc 
revenues and costs. The market risk limits allocated to Group 
Treasury cover both the risks resulting from these responsibili-
ties, and those transferred from other business divisions.

➔	Refer to the “Treasury management” section of this report 

for more information on Group Treasury’s risk manage-

ment activities.
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Measuring market risk

UBS has two major portfolio measures of market risk – VaR 
and stress loss – which are common to all business divisions. 
They are complemented by concentration and other supple-
mentary limits on portfolios, sub-portfolios, asset classes or 
products for specific purposes where standard limits are not 
considered to provide comprehensive control. They may also 
be applied to complex products for which not all model 
 input parameters are observable, and which thus create 
challenges for valuation and risk measurement. Operational 
limits can take a variety of forms including values (market, 
nominal or notional) or risk sensitivities (a measure of expo-
sure to a given risk factor such as interest rates or credit 
spreads). These “operational limits” are intended to address 
concerns about the extent of market liquidity, available op-
erational capacity or valuation uncertainty, for example.

Market risk limits are set for each of the business divisions 
and Group Treasury. The limit framework in the Investment 
Bank is clearly more detailed than the other divisions reflect-
ing the nature of the risks it takes and the capacity in which 
it takes risks.

Value at Risk (VaR)
VaR is a statistical estimate of potential loss from adverse 
movements in market risk factors. A single VaR model is 
used for both internal limit purposes and for determining 
market risk regulatory capital requirements. However, the 
population of risk positions included in the internal manage-
ment VaR measure differs from the regulatory VaR  measure, 
largely due to required exclusions from regulatory VaR. UBS’s 
internal management VaR includes interest rate risk from 
banking book positions and credit spread sensitivities related 
to counterparty exposures in the OTC derivatives portfolios 
(referred to as credit valuation adjustment – CVA). The inclu-
sion of CVA in internal management VaR resulted in a mate-
rial difference between this measure and the regulatory VaR. 
In third quarter 2008, UBS changed its VaR disclosure and 
now presents both the regulatory and internal VaR.

UBS measures VaR using a 10-day time horizon for 
 regulatory and for internal purposes, while VaR backtesting 
is based on a 1-day time horizon (refer to the discussion on 
backtesting below for more information). VaR is calculated 
daily, based on end-of-day positions, and is not subse quently  
restated to reflect any retrospective adjustments to position 
valuations. VaR models are based on historical data and thus 
implicitly assume that market moves over the next 10 days or 
one day will follow a similar pattern to those that have oc-
curred over 10-day and one-day periods in the past. UBS 
uses a look-back period of five years which generally cap-
tures the cyclical nature of financial markets but may be slow 
to react to periods of heightened volatility. UBS applies these 
historical changes directly to current positions, a method 
known as historical simulation.
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the VaR measure for many reasons. All VaR measures are 
subject to limitations and must be interpreted accordingly. 
The losses experienced by UBS in 2008 highlight the limita-
tions of VaR as an absolute measure of risk and reinforce 
the need for multiple views of risk exposure. As an essential 
complement to VaR, UBS applies stress scenarios reflecting 
different combinations of market moves intended to cap-
ture a range of potential stress events, and more targeted 
stress tests for concentrated exposures and vulnerable 
 portfolios.

VaR developments in 2008
UBS made a number of changes to its VaR model in 2008, 
while also changing the scope of the regulatory and internal 
management VaR to better reflect the underlying risks. These 
changes significantly inpacted the levels of VaR in 2008 com-
pared with 2007, and are summarized below.
– From 1 January 2008, UBS changed its approach to internal 

risk control for illiquid US residential mortgage-related expo-
sures: US sub-prime and Alt-A residential mortgage-backed 
securities (RMBS); super senior RMBS collateralized debt ob-
ligations (CDOs); the US reference-linked note program; 
and related hedges. These positions were excluded from in-
ternal management VaR and related limits with new con-
trols were instituted directly over the volume of remaining 
positions in these categories. As the regulatory capital treat-
ment changed from trading book to banking book, these 
positions were also excluded from regulatory capital VaR.

– In second quarter 2008, positions in student loan auction 
rate securities (ARS) were reclassified from trading book 
to banking book for regulatory capital purposes and ex-
cluded from regulatory capital VaR and backtesting due 
to the illiquidity of the positions.

– Enhancements to the VaR model were introduced at the 
end of June 2008 to increase the granularity of credit 
spread risk representation between single name CDS, 
several CDS indices and cash positions.

– UBS increased the scope of its internal management VaR 
in third quarter 2008 to more accurately represent risk 
exposures and related hedges. Before these changes, 
 certain credit hedges were included in VaR but the under-
lying credit exposures were not, resulting in an inconsis-
tent treatment for risk monitoring and control. UBS there-
fore incorporated into its internal management VaR the 
impact of changes in credit spread sensitivities relating to 
counterparty exposures in its OTC derivatives portfolio. 
However, when computing regulatory capital these credit 
spread sensitivities are currently excluded. Refer to the 
“Value at Risk developments – treatment of CVA” sidebar 
in UBS’s third quarter 2008 financial report for more in-
formation.

– In fourth quarter 2008, UBS introduced additional granu-
larity between certain cost of funding measures – Libor 
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and the overnight index swap (OIS) rate. In addition, UBS 
excluded positions related to the asset and liability man-
agement (ALM) portfolio from its regulatory VaR. The 
ALM desk is a treasury function within the Investment 
Bank which manages the funding and liquidity exposures 
of the  Investment Bank and is not managed with trading 
intent. The positions related to ALM this portfolio remain 
in  internal management VaR.

– UBS continues to review the performance of its VaR im-
plementation and will continue to enhance its VaR model 
to more accurately capture the relationships between 
market risks associated with certain risk positions, as well 
as the revenue of large market movements for some trad-
ing positions.

Backtesting
The accuracy of the VaR model is monitored by backtesting, 
which compares the 1-day regulatory VaR calculated on 
trading portfolios at close of each business day with the ac-
tual revenues arising on those positions on the next business 
day. These backtesting revenues exclude non-trading com-
ponents such as commissions and fees as well as estimated 
revenues from intraday trading. If backtesting revenues are 
negative and exceed the 1-day regulatory VaR, this results in 
a “backtesting exception”.

VaR based on a one-day horizon provides an estimate of 
the range of daily mark-to-market revenues on trading A
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 positions under normal market conditions similar to those 
 experienced during the historical period used in the model. 
As UBS’s VaR model uses a look-back period of five years it 
does not respond quickly to periods of heightened volatility 
as  experienced in 2008. When 1-day regulatory VaR is  
measured at a 99% confidence level, such an exception can 
be expected, on average, to occur on one in a hundred busi-
ness days. More frequent backtesting exceptions may occur if 
market moves are greater than those seen in the look-back 
period, the frequency of large moves increases, or historical 
correlations and relationships between markets or variables 
break down (for example, in a period of extreme market dis-
ruption or an extreme stress event). Backtesting exceptions 
are also likely to arise if the way  positions are represented in 
VaR does not adequately capture all their differentiating char-
acteristics or the relationships between them.

UBS experienced 50 backtesting exceptions in 2008 com-
pared with 29 backtesting exceptions in 2007.

The extreme market movements in a number of risk fac-
tors combined with a breakdown in traditional relationships 
between trading positions and their corresponding hedges 
(basis risk) were the primary contributors to the backtesting 
exceptions experienced. These results highlight the limita-
tions of VaR and illustrate the need for multiple views of risk 
exposure such as macro and more targeted stress scenarios. 
Refer to the “Stress loss” section below for more informa-
tion. UBS will continue improving its VaR model to better 
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Investment Bank: Value-at-Risk (10-day, 99% confidence, 5 years of historical data) 1

Year ended 31.12.08 Year ended 31.12.07

CHF million Min. Max. Average 31.12.08 Min. Max. Average 31.12.07

Risk type

Equities 82 185 131 117 147 415 209 164

Interest rates (including credit spreads) 217 659 397 544 260 858 450 548

Foreign exchange 12 58 28 30 9 73 28 21

Energy, metals and commodities 14 60 30 22 24 90 51 41

Diversification effect 2 2 (212) (229) 2 2 (225) (223)

Total regulatory VaR 240 601 374 485 276 820 514 552

Diversification effect (%) (36%) (32%) (30%) (29%)

Management VaR 1,3 239 499 316 424 291 836 537 614

1 From 1 January 2008, excludes US residential sub-prime and Alt-A mortgage-related exposures, super senior RMBS CDOs and the US reference-linked note program, and related hedges.  2 As the 
minimum and maximum occur on different days for different risk types, it is not meaningful to calculate a portfolio diversification effect.    3 Includes all positions subject to internal management VaR 
limits (including CVAs since 3Q 2008).

UBS Group: Value-at-Risk (10-day, 99% confidence, 5 years of historical data) 1

Year ended 31.12.08 Year ended 31.12.07

CHF million Min. Max. Average 31.12.08 Min. Max. Average 31.12.07

Business divisions

Investment Bank 1 240 601 374 485 276 820 514 552

Global Asset Management 1 7 2 6 2 10 4 3

Global Wealth Management & 
 Business  Banking 1 17 4 16 2 5 3 2

Corporate Center 2 3 93 26 10 1 87 18 21

Diversification effect 3 3 (34) (25) 3 3 (29) (29)

Total regulatory VaR 246 609 373 492 273 814 509 548

Diversification effect (%) (8%) (5%) (5%) (5%)

Management VaR 1, 4 246 521 320 459 288 833 535 588

1 From 1 January 2008, excludes US residential sub-prime and Alt-A mortgage-related exposures, super senior RMBS CDOs and the US reference-linked note program, and related hedges.  2 The Cor-
porate Center regu latory VaR only includes FX risk of Group Treasury.  3  As the minimum and maximum occur on different days for different risk types, it is not meaningful to calculate a portfolio diver-
sification effect.    4 Includes all positions subject to internal management VaR limits (including CVAs since 3Q 2008).
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UBS: Value-at-Risk (1-day, 99% confidence, 5 years of historical data) 1

Year ended 31.12.08 Year ended 31.12.07

CHF million Min. Max. Average 31.12.08 Min. Max. Average 31.12.07

Investment Bank Regulatory VaR 2 96 210 132 162 122 249 160 134

Management VaR 3 101 171 125 160 124 253 164 149

UBS Regulatory VaR 2 97 207 133 163 122 249 159 136

Management VaR 3 101 169 125 159 126 254 165 152

1 10-day and 1-day Value at Risk (VaR) results are separately calculated from underlying positions and historical market moves. They cannot be inferred from each other. From 1 January 2008, excludes 
US residential sub-prime and Alt-A mortgage-related exposures, super senior RMBS CDOs and the US reference-linked note program, and related hedges.  2 Backtesting is based on regulatory capital 
VaR.  3 Includes all positions subject to internal management VaR limits (including CVAs since 3Q 2008).

capture all relevant risks in its trading portfolio.
The first histogram on the previous page shows daily 

backtesting revenues in the Investment Bank for the whole 
of 2008. In the second histogram, the daily backtesting 
 revenues are compared with the corresponding VaR over the 
same 12-month period for days when backtesting revenues 
were negative. A positive result in this histogram represents 
a loss less than VaR while a negative result represents a loss 
greater than VaR and therefore a backtesting exception.

All backtesting exceptions and any exceptional revenues 
on the profit side of the VaR distribution are investigated. In 

addition all backtesting results are reported to senior business 
management, the Group CRO and business division CROs.

Backtesting exceptions are also reported to internal and 
external auditors and relevant regulators.

Stress loss
The purpose of stress testing is to quantify exposure to ex-
treme and unusual market movements. UBS’s VaR measure 
is based on observed historical movements and correlations, 
whereas its stress loss measures are informed by past events 
but include forward looking elements. UBS’s objectives in 
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stress testing are to explore a wide range of possible out-
comes, to understand vulnerabilities, and to provide a con-
trol framework that is comprehensive, transparent and re-
sponsive to changing market conditions.

In light of the continued dislocation in financial markets, 
UBS has placed less emphasis on statistical models such as 
VaR for the identification and management of risks and 
more on its stress-based measures, particularly to identify 
and manage those portfolios considered most at risk.

In 2008, UBS continued to enhance its Group-wide stress 
testing framework, with a particular focus on the develop-
ment of a range of concrete, detailed forward-looking stress 
scenarios. Each scenario is based on the premise of a large 
initial shock occurring in one part of the financial markets, 
leading to a series of subsequent shocks in other markets. 
The scenario specifications are explicitly intended to capture 
the liquidity characteristics of different markets and posi-
tions. More frequent review of the range of scenarios in 
the context of macroeconomic risk analysis has also been 
initiated.

Standard scenarios are recalculated daily, allowing the 
 development of stress loss exposure to be tracked and com-
parisons made from one period to the next. Stress loss limits 
approved by the Board of Directors are applied for all busi-
ness divisions. Additional requirements for stress scenario 
calculation capabilities are being established for all Invest-
ment Bank trading systems.

Specific or “targeted” stress scenarios focusing on cur-
rent concerns and vulnerabilities are also used. These mea-
sures are adapted to changing market conditions, as well as 
changes to UBS’s portfolios, sub-portfolios and positions. 
The choice of scenarios depends on management’s view of 
potential economic and market developments and their rel-
evance to UBS’s risk exposures. Targeted stress measures also 
feed into UBS’s earnings-at-risk and capital-at-risk metrics.

The VaR results beyond the 99% confidence level are an-
alyzed to better understand the potential risks of the portfo-
lio and to help identify risk concentrations. The results of this 
analysis are valuable in their own right and can also be used 
to formulate position-centric stress tests. Although the stan-
dard scenarios incorporate generic elements of past market 
crises, more granular detail of specific historical events is 
provided by extreme VaR outcomes. The largest possible loss 
arising from UBS’s daily VaR simulation using five years of 
historical data is also monitored against limits as an addi-
tional stress scenario.

UBS applies country limits to all but the best-rated coun-
tries, covering market as well as credit risks. This includes 
applying appropriate stress loss limits to emerging markets 
in aggregate as well as to individual emerging market coun-
tries.

The market moves envisaged in stress scenarios, including 
targeted stress scenarios, might prove to be less than the 

moves actually seen in a stress event, and actual events may 
differ significantly from those modeled in the stress scenarios.

Most major financial institutions employ stress tests, but 
their approaches differ widely and there is no benchmark or 
industry standard in terms of scenarios or the way they are 
applied to an institution’s positions. The impact of a given 
stress scenario, even if measured in the same way across in-
stitutions, depends entirely on the make-up of each institu-
tion’s portfolio, and a scenario that is relevant to one institu-
tion may have no relevance to another. Comparisons of 
stress results between institutions can therefore be highly 
misleading, and for this reason UBS, like most of its peers, 
does not publish quantitative stress results.

Concentration limits and other controls

UBS applies concentration limits on exposures to general 
market risk factors and to single name exposures. The limits 
take account of variations in price volatility and market depth 
and liquidity.

In the Investment Bank, limits are placed on exposures to 
individual risk factors. They are applied to general market 
risk factors such as interest rates, credit spreads, equity indi-
ces and foreign exchange rates or groups of highly correlat-
ed factors based on assumed moves in the risk factors broad-
ly consistent with the terms of UBS’s VaR measure. Each 
limit applies to exposures arising from all instrument types in 
all trading businesses of the Investment Bank. The assumed 
moves in risk factors are updated in line with the VaR his-
torical time series and the limits are reviewed annually or as 
necessary to reflect market conditions. The effectiveness of 
risk factor limits in controlling concentrations of risk depends 
critically upon the way risk positions are represented. If long 
and short positions are considered to be sensitive to the 
same risk factor, potential gains and losses from changes in 
that factor are netted. The steps UBS has taken in 2008 to 
enhance the granularity of risk representation in its VaR mea-
sure are also relevant to its risk concentration controls as 
underlying relationships between risk factors are more clear-
ly represented in VaR exposures.

UBS also applies volume-based limits to certain portfolios 
and sub-portfolios. Additionally, UBS measures and limits the 
potential impact of increased default rates on the value of its 
portfolio of single name exposures.

The Investment Bank carries exposure to single names, 
and therefore to event risk (including default risk). This risk is 
measured across all relevant instruments (debt and equity in 
physical form and from forwards, options, default swaps 
and other derivatives including basket securities) as the ag-
gregate change in value resulting from an event affecting a 
single name or group. The maximum amount that could be 
lost if all underlying debt and equity of each name became 
worthless is also tracked. Positions are controlled in the con-

A
ud

ite
d



133

R
is

k 
an

d
 t

re
as

u
ry

 m
an

ag
em

en
t

text of the liquidity of the market in which they are traded, 
and all material positions are monitored in light of changing 
market conditions and information on individual names.

This form of single name exposure measure is most 
 appropriate to corporate issuers, financial institutions and 
other entities, the value of whose equity and debt instru-
ments is dependent on their own assets, liabilities and capi-
tal resources.

Exposures arising from security underwriting commit-
ments are subject to the same measures and controls as 
 secondary market positions. There are also governance pro-
cesses for the commitments themselves, generally including 
review by a commitment committee with representation 
from business and control functions. Underwriting commit-
ments are approved under specific delegated risk manage-
ment and risk control authorities.

Other applications of market risk measures

Market risk measurement tools may be selectively applied to 
portfolios for which the primary controls are in other forms. 
VaR can, for example, provide additional insight into the sen-
sitivity of investment positions to market risk factors, even 
though some of the assumptions of VaR – in particular the 
relatively short time horizon – may not be representative of 
their full risk. The results can be used by business manage-
ment and risk controllers for information purposes or to trig-
ger action or review.

Equity investments

UBS makes investments for a variety of purposes. Some are 
made for revenue generation or as part of strategic initia-
tives, while others, such as exchange and clearing house 
memberships, are held in support of UBS’s business activi-
ties. Investments may also be made in funds managed by 
UBS to fund or “seed” them at inception or to demonstrate 
alignment of UBS’s interests with those of investors. UBS has 
also bought and may be required to buy securities and units 
from funds that UBS has sold to clients. These include pur-
chases of illiquid assets such as interests in hedge funds. 

UBS may make direct investments in a variety of entities 
or buy equity holdings in both listed and unlisted companies. 
Such investments tend to be illiquid. The fair values of equity 
investments are generally dominated by factors specific to 
the individual stocks, and the correlation of individual hold-
ings to equity indices varies. Furthermore, 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, they are not directly controlled using the market risk 
measures applied to trading activities. They are, however, 
subject to controls, including pre-approval of new invest-
ments by business management and risk control, and regu-
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lar monitoring and reporting. They are also included in earn-
ings-at-risk and capital-at-risk metrics.

Where investments are made as part of an ongoing busi-
ness they are also subject to standard controls, including 
portfolio and concentration limits. Seed money and co-in-
vestments in UBS-managed funds made by Global Asset  
Management are, for example, subject to a portfolio limit. 
All investments must be explained and justified, approved 
according to delegated authorities, and monitored and re-
ported to senior management throughout their life.

Private equity positions were, in the past, the major com-
ponent of equity investments, but the portfolio has been 
managed down over recent years.

Under International Financial Reporting Standards (IFRS), 
equity investments may be classified as “financial invest-
ments available-for-sale”, “financial assets designated at fair 
value through profit or loss” or “investments in associates”.

Composition of equity investments
At 31 December 2008, UBS held equity investments totaling 
CHF 3,653 million, of which CHF 1,681 million were classi-
fied as “financial investments available-for-sale”, CHF 1,079 
million as “financial assets designated at fair value” and CHF 
892 million as “investments in associates”. Within “financial 
investments available-for-sale”, CHF 258 million are listed 
equities.

At 31 December 2007, UBS held equity investments 
 totaling CHF 7,690 million, of which CHF 3,583 million 
were classified as “financial investments available-for-sale”, 
CHF 2,128 million as “financial assets designated at fair 
 value” and CHF 1,979 million as “investments in associ-
ates”. Within “financial investments available-for-sale”, 
CHF 1,865 million are listed equities.

In December 2008, UBS disposed of its equity stake in 
Bank of China through a placing of approximately 3.4 billion 
Bank of China Limited H-shares to institutional investors for 
a cash consideration of approximately CHF 887 million (HKD 
6,519 million). UBS acquired the shares in 2005 in prepara-
tion for Bank of China’s IPO to the international market. The 
investment in Bank of China was accounted for as a “finan-
cial investment available-for-sale”. The disposal resulted in a 
gain of approximately CHF 360 million.

Within the total of CHF 1,079 million “financial assets des-
ignated at fair value”, CHF 1,058 million represents the assets 
of trust entities associated with employee compensation 
schemes. They are broadly offset by liabilities to plan partici-
pants included in “other liabilities”. The equivalent positions 
at 31 December 2007 amounted to CHF 1,788 million.

➔	Refer to “Note 34 Significant subsidiaries and associates” 

in the financial statements of this report for details of 

significant associates
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Credit risk is the risk of financial loss resulting from failure by 
a client or counterparty to meet its contractual obligations to 
UBS. This can be caused by factors directly related to the 
counterparty, such as business or management problems, or 
from failures in the settlement process, for example on for-
eign exchange transactions where UBS has honored its obli-
gation but the counterparty fails to deliver the counter-value 
(“settlement risk”). Alternatively, it can be triggered by eco-
nomic or political difficulties in the country in which the 
counterparty or issuer of the security is based or where it has 
substantial assets (“country risk”).

Sources of credit risk

Credit risk is inherent in traditional banking products such as 
loans, commitments to lend and contingent liabilities (for ex-
ample, letters of credit) as well as in “traded products”: deriva-
tive contracts such as forwards, swaps and options; repur-
chase agreements (repos and reverse repos); and securities 
borrowing and lending transactions. The risk control process-
es applied to these products are fundamentally the same, al-
though the accounting treatment varies, as they can be car-
ried at amortized cost or fair value, depending on the type of 
instrument and, in some cases, the nature of the exposure.

Many of the business activities of Global Wealth Manage-
ment & Business Banking and the Investment Bank expose 
UBS to credit risk, while credit risk exposure is a less material 
concern to Global Asset Management. Global Wealth Man-
agement & Business Banking offers private and corporate cus-
tomers in Switzerland and wealth management clients inter-
nationally a variety of credit products, although the majority 
of credit risks are well secured by financial collateral or other 
assets. The Investment Bank gives corporate, institutional, in-
termediary and alternative asset management clients access 
to a full range of credit and capital markets instruments across 
all product classes, and engages with other professional coun-
terparties in its trading and risk management activities.

Credit risk control

Limits and controls
Concentrations of credit risk can arise if clients are engaged 
in similar activities, or are located in the same geographical 
region or have comparable economic characteristics such 
that their ability to meet contractual obligations would be 
similarly affected by changes in economic, political or other 
conditions. To avoid, as far as possible, undue credit risk con-
centrations, UBS has established limits and operational con-
trols to constrain credit exposure to individual counterparties  
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tablished industry and country limits and guidelines at port-
folio and sub-portfolio levels. 

At the level of the individual counterparty and counter-
party group, limits are established covering banking and 
traded products. These limits put constraints not only on the 
current outstanding amount but also on contingent commit-
ments and the potential future exposure of traded products. 
Credit engagements may not be entered into without the 
appropriate approvals and adherence to these limits.

In the Investment Bank, at a portfolio level a distinction is 
made between those exposures which are to be held to ma-
turity (“take and hold exposures”) and those which will be 
held only over the short term, pending distribution or risk 
transfer (“temporary exposures”). Most limits and operational 
controls constrain the credit exposure of a sub-portfolio, but 
UBS also has limits that restrict the credit risk of a whole port-
folio using credit risk measures such as stress loss, as described 
below. Such limits are applied for instance to the Investment 
Bank’s leveraged lending portfolio, where the impact of varia-
tions in default rates and asset prices is considered, together 
with market liquidity and UBS’s distribution capabilities. 

Risk mitigation
Taking collateral is the most common way to mitigate credit 
risk. Loans to wealth management clients (“lombard lend-
ing”) are made against the pledge of sufficient eligible mar-
ketable securities or cash. For real estate financing, a mort-
gage over the relevant property is taken to secure the claim. 
The Investment Bank also takes financial collateral in the 
form of marketable securities in much of its over-the-counter 
(OTC) derivatives activities and in its securities financing busi-
ness (securities lending and borrowing or repurchase and re-
verse repurchase). To ensure with a high degree of certainty 
that the collateral value will cover the exposure, discounts 
(“haircuts”) are generally applied to the current market val-
ue. These reflect the quality, liquidity, volatility and, in some 
cases, the complexity of the individual instruments. Expo-
sures and collateral values are continuously monitored, and 
margin calls or close-out procedures are enforced, when the 
market value of collateral falls below a predefined trigger 
level. Concentrations within individual collateral portfolios 
and across clients are also monitored where relevant and 
may affect the discount applied to a specific collateral pool. 

The OTC derivatives business is generally conducted under 
bilateral master agreements, which typically allow for the 
close-out and netting of all transactions in the event of de-
fault. UBS also has two-way collateral agreements with all 
 major market participants, under which either party can be  
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required to provide collateral in the form of cash or market-
able securities when exposure exceeds a predefined level. The 
OTC derivatives business with lower-rated counterparties is 
generally conducted under one-way collateral agreements 
where only the counterparty is required to provide UBS with 
cash or very liquid collateral. For certain counterparties, like 
hedge funds, UBS may use two-way collateral agreements. 
UBS has policies for netting and collateral agreements, includ-
ing requiring a legal opinion that contracts are enforceable in 
the case of insolvency in the relevant jurisdictions.

The Investment Bank also utilizes credit hedging to actively 
manage the credit risk of its portfolios, with the goal of reduc-
ing concentrations in individual names, sectors or specific port-
folios. The Investment Bank utilizes a number of different hedg-
ing measures which include single name credit default swaps 
(CDS), index CDS, credit linked notes and total return swaps. 
Single name CDS are generally executed under bilateral netting 
and collateral agreements, with high-grade market counterpar-
ties. For the purposes of monitoring against limits, UBS ob-
serves strict standards. Credit hedges are only recognized as a 
risk mitigant if they are single name credit default swaps, total 
return swaps or credit linked notes. They must cover potential 
credit exposure increases to a high level of confidence, and of-
fer protection against a wide range of credit events. Other cred-
it risk mitigants such as proxy hedges (credit protection on a 
correlated but different name) or index CDS are not recognized 
for the purposes of monitoring against limits. 

Buying credit protection creates credit exposure against 
the hedge provider. The exposure to credit protection provid-
ers and thus the effectiveness of credit hedges is monitored 
as part of the overall credit exposure against the relevant 
names. Where there is significant correlation between the 
counterparty and the hedge provider (so-called “wrong-way 
risk”), UBS’s policy is not to recognize any benefit in credit 
risk measures.

Credit risk measurement

Credit risk measurement is an essential component of the 
credit risk control framework. The measurement of credit ex-
posure from a loan which is fully drawn is straightforward. By 
contrast, the estimation of credit exposure on a traded prod-
uct, the value of which varies with changes in market vari-
ables, interim cash flows and the passage of time, is more 
complex and requires the use of models. The assessment of 
portfolio risk also entails estimations of the likelihood of de-
faults occurring, of the associated loss ratios if they do, and of 
default correlations between counterparties.

UBS has developed tools to support the quantification of 
the credit risk of individual counterparties, applying the three 
generally accepted parameters: probability of default, expo-
sure at default and loss given default. Models are also used 
to derive the portfolio risk measures expected loss, statistical 
loss and stress loss.
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Three parameters are used to measure and control individual 
counterparty credit risk:
– The probability of default is an estimate of the likelihood 

of the client or counterparty defaulting on its contractual 
obligations. This probability is assessed using rating tools 
tailored to the various categories of counterparties. These 
categories are also calibrated to the UBS 15-class Master-
scale (UBS’s proprietary credit rating scale) to ensure 
 consistency in the quantification of default probabilities 
across counterparties. Besides their use for credit risk 
measurement, ratings are an important element in setting 
credit risk approval authorities.

– Exposure at default is derived from the current exposure 
to the counterparty and its possible future development. 
For traded products such as OTC derivatives, the exposure 
at default is not a definitive number – it must be derived 
by modeling the range of possible outcomes. In measur-
ing individual counterparty exposure against credit limits, 
UBS considers the maximum likely exposure measured to 
a high confidence level over the full life of all outstanding 
obligations. However, when aggregating exposures to 
different counterparties for portfolio risk measurement, 
the expected exposure to each counterparty at a given 
time horizon (usually one year) generated by the same 
model is used.

– The loss given default is determined based on the likely 
recovery rate of defaulted claims, which is a function of 
the type of counterparty and any credit mitigation or sup-
port (such as security or guarantee).
These parameters are the basis for most internal mea-

sures of credit risk. They are also key inputs to the regulatory 
capital calculation under the advanced Internal Rating Based 
approach of the new Basel Capital Accord (Basel II), which 
UBS adopted from 1 January 2008, when the accord came 
into force.

➔	Refer to the discussion on rating system design and 

estimation of credit risk parameters below for a more 

detailed description of the three credit risk parameters 

discussed above

Expected loss
Credit losses must be anticipated as an inherent cost of do-
ing business. But the occurrence of credit losses is erratic in 
both timing and amount, and those losses that do arise usu-
ally relate to transactions entered into in previous accounting 
periods. In order to reflect the fact that future credit losses 
are implicit in today’s portfolio, UBS uses the concept of “ex-
pected loss”.

Expected loss is a statistical concept which is used to esti-
mate the annual costs that are expected to arise, on average, 
from positions in the current credit portfolio that become 
impaired. The expected loss for a given credit facility is a 
function of the three components described above: proba-
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bility of default, exposure at default and loss given default. 
The expected loss figures for individual counterparties are 
aggregated to derive the expected credit loss for the whole 
portfolio.

Expected loss is the basis for quantifying credit risk in all 
portfolios. It is an input used to value or price some prod-
ucts. Expected loss is also the starting point for the measure-
ment of portfolio statistical loss and stress loss.

➔	Refer to the discussion on credit loss expense below for 

more information

Statistical loss
UBS uses a statistical model – credit Value at Risk (“credit 
VaR”) – to estimate the potential loss on the portfolio over 
one year measured to a specified level of confidence. The 
shape of the modeled loss distribution is driven by system-
atic default relationships amongst counterparties within and 
between segments. The results of this analysis provide an 
indication of the level of risk in the portfolio, and the way it 
develops over time. It is also an important input to the over-
all risk measures earnings-at-risk and capital-at-risk.

➔	Refer to the discussion on earnings-at-risk and capital-at-

risk in the “Risk management and control” section of this 

report for more information

Stress loss
Stress loss is a scenario-based measure which complements 
the statistical model. It is used to assess potential loss in var-
ious extreme but plausible scenarios in which it is assumed 
that one or more of the three key credit risk parameters de-
teriorates substantially according to a pattern that is typical 
for the chosen scenario. Stress tests are run regularly, and on 
an ad hoc basis as necessary, in order to identify adverse 
portfolio situations, particularly risk concentrations. All sce-
nario results are monitored, and for certain portfolios and 
segments, stress loss is subject to limits.

Composition of credit risk – UBS Group

The measures of credit risk used by UBS may differ depend-
ing on the purpose for which exposures are aggregated: fi-
nancial accounting under the International Financial Report-
ing Standards (IFRS); determination of regulatory capital; or 
UBS’s own internal management view (i.e. the economic risk 
of the credit portfolio which reflects how that risk is man-
aged by UBS). The table “Exposure to credit risk – UBS 
Group” below begins with the IFRS view (“maximum expo-
sure to credit risk”), and shows the adjustments required to 
reconcile to the internal management view (“Credit expo-
sure before hedges”).
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Exposure to credit risk – UBS Group

For the year ended

31.12.2008 31.12.2007

IFRS 1 reported  
values

Adjustments: 
 Maximum 
exposure 

to internal 
risk view

Credit  
exposure  

before  
hedges 3

Credit 
exposure  

after  
hedges 4

IFRS 1 reported 
values Credit 

exposure 
before 

hedges 3

Credit 
exposure 

after 
hedges 4CHF million

Maximum  
exposure to  
credit risk 2

Maximum 
exposure to 
credit risk 2

Balances with central banks 29,156 29,156 16,433 16,434

Due from banks 64,451 (45,419) 19,032 60,907 26,304

Loans 340,308 (68,627) 271,681 335,864 285,093

Contingent claims 19,699 (807) 18,892 20,824 20,347

Undrawn irrevocable credit facilities 60,316 (3,326) 56,990 83,980 80,971

Banking products 513,930 (118,179) 395,750 347,900 518,008 429,149 377,622

Derivative instruments 854,100 (626,448) 227,652 428,217 184,809

Securities lending / borrowing 122,897
(300,694) 46,851

207,063
58,896

Repurchase / reverse repurchase agreements 224,648 376,928

Traded products 1,201,645 (927,142) 274,503 263,677 1,012,208 243,704 237,790

Financial assets designated at fair value – debt instruments 5,153 4,116

Financial Investments available-for-sale – debt intruments 3,567 1,383

Trading portfolio assets – debt instruments 224,862 376,928

Accrued income 3,238 9,200

Other assets 6,189 12,874

Irrevocable commitments to acquire ARS 16,571 N/A

Other products 259,580 404,501

Total at the year-end 1,975,155 (1,304,902) 670,253 611,577 1,934,717 672,853 615,412

1 International Financial Reporting Standards (IFRS).  2 These amounts are considered the best representation of “maximum exposure to credit risk” as defined by the IFRS, without taking into account 
credit conversion factors for off-balance sheet positions.  3 Includes temporary exposure, before risk transfer, deduction of collateral and risk mitigation.  4 Exposure after risk transfer, deduction of 
allowances, provisions, credit valuation adjustments, credit default swaps and credit linked notes.
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In the tables in this section the internal management view 
of credit risk exposure is based on a revised measurement 
methodology for traded products compared with 2007. The 
2007 numbers have been restated accordingly. The method-
ology was refined to reflect the internal reporting methods 
used in the business divisions. 

In general, the exposures shown in the tables are gross 
and do not reflect the benefit of security held or other risk 
mitigation employed, such as hedging and risk transfers. The 
main differences between the internal management and 
IFRS views of gross credit exposure are:
– Cash collateral posted by UBS against negative replace-

ment values of derivative instruments and other positions 
is reported on a gross basis for IFRS purposes. For internal 
management purposes these exposures are treated on a 
net basis after factoring in an assessment of the counter-
party risk on the underlying positions.

– For internal management purposes netting is applied for 
positive and negative replacement values with the same 
counterparty, where the business is conducted under a le-
gally enforceable netting agreement. Under IFRS, netting is 
applied on a more restrictive basis. Refer to “Note 1 Sum-
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d  mary of significant accounting policies” in the financial state-

ments of this report for further information on IFRS netting.
– Under IFRS, securities lending / borrowing and repur-

chase / reverse repurchase transactions are shown on the 
balance sheet as UBS’s full claim on the counterparty 
without recognizing the counterclaim which the counter-
party has for return of cash or securities on the same 
transactions. By contrast, for internal risk control purpos-
es, the claims on and counterclaims from each counter-
party are considered on each transaction on a net basis, 
and further netted across transactions where such netting 
is considered to be legally enforceable in insolvency.

– All positions that were reclassified in fourth quarter from 
the “held for trading” to the “loans and receivables” cate-
gory are included as loans under the IFRS reported expo-
sures. Refer to the “Financial performance” section and 
“Note 29 Measurement categories of financial assets and 
liabilities” in the financial statements of this report for more 
information. However, for the purposes of providing a  
breakdown of UBS’s lending portfolios, only the loan un-
derwriting positions are included in the internal manage-
ment view of loan exposures. All reclassified positions are 
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Gross credit exposure by business division

Global Wealth Management 
& Business Banking Investment Bank Other 1 UBS

CHF million 31.12.08 31.12.07 31.12.08 31.12.07 31.12.08 31.12.07 31.12.08 31.12.07

Balances with central banks 17,629 9,992 11,528 6,441 0 1 29,157 16,434

Due from banks 6,606 8,236 12,044 17,532 382 535 19,032 26,303

Loans 226,183 240,643 37,230 39,725 730 466 264,143 280,834

Financial assets designated at fair value 0 0 6,576 4,166 961 0 7,537 4,166

Contingent claims 14,687 15,929 4,056 4,500 149 11 18,892 20,440

Undrawn irrevocable credit facilities 2,789 2,081 54,201 78,890 0 0 56,990 80,971

Banking products 267,893 276,881 125,636 151,254 2,222 1,013 395,750 429,149

Derivatives 8,353 14,039 218,482 170,677 817 94 227,652 184,810

Securities financing transactions 12,747 13,023 33,260 45,873 844 0 46,851 58,896

Traded products 21,100 27,061 251,742 216,550 1,661 94 274,503 243,704

Total credit exposure, gross 288,993 303,942 377,378 367,804 3,883 1,107 670,253 672,853

Net of impairment losses recognized 287,774 302,974 370,494 366,882 3,883 1,107 662,151 670,963

1 Includes Global Asset Management and the Corporate Center.

Gross credit exposure by UBS internal ratings – UBS Group

CHF million Banking products Traded products Total exposure

UBS internal rating 31.12.08 31.12.07 31.12.08 31.12.07 31.12.08 31.12.07

0–1 27,462 21,367 55,729 60,463 83,191 81,830

2–3 128,763 157,221 150,364 144,317 279,127 301,538

4–5 108,963 121,940 42,055 23,394 151,018 145,334

6–8 89,865 81,959 14,933 12,300 104,798 94,259

9–13 27,327 40,913 2,852 2,123 30,180 43,036

Total 0–13 (net of past due) 382,380 423,400 265,933 242,597 648,313 665,997

Defaulted 7,622 2,468 6,909 1,013 14,531 3,481

Past due but not defaulted 3,526 2,268 3,526 2,268

Other 1 2,222 1,013 1,661 94 3,883 1,107

Total 395,750 429,149 274,503 243,704 670,253 672,853

1 Includes Global Asset Management and the Corporate Center.
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subject to appropriate portfolio limits and risk controls, in-
cluding earnings-at-risk and capital-at-risk metrics. 
The redesignated assets  comprised: monoline protected 
assets (USD 5.7 billion); US reference-linked program (USD 
1.1 billion); US commercial real estate (USD 3.4 billion); lever-
aged finance (USD 2.3 billion); student loan auction rate se-
curities (USD 7.9 billion); and other assets (USD 2.3 billion). 
Exposure amounts provided were the carrying values on 31 
December 2008. The exposures relating to monoline-pro-
tected assets, leveraged finance and student loan auction 
rate securities are included in the respective asset class disclo-
sures in the “Risk concentrations” section of this report.
Note that under US Generally Accepted Accounting Prin-

ciples (GAAP), a greater degree of netting is permitted than 
under IFRS for OTC derivatives replacement values and for 
securities lending / borrowing and repurchase / reverse repur-
chase transactions. UBS’s balance sheet figures for these 
types of transactions are not directly comparable with those 
of firms which report under US GAAP.

As explained in the credit risk measurement section, UBS 
also measures, and generally applies limits to, credit exposures 
to individual counterparties and counterparty groups. It also 
measures risk across counterparties at various portfolio and 
sub-portfolio levels. In these calculations UBS further consid-
ers the potential development of replacement values of trad-
ed products over time as market risk factors change, interim 
payments are made and transactions mature, all of which can 
significantly alter the risk exposure profile. These potential 
 developments are not reflected in the various tables in this 
section, which reflect only the current exposures.

The credit risk exposure reported in the table “Exposure to 
credit risk – UBS Group” in this section excludes UBS’s participa-
tion in the deposit insurance guarantee scheme under Swiss 
banking law, according to which Swiss banks and securities 
dealers are required to jointly guarantee an amount of up to CHF 
6 billion for privileged client deposits in the event that another 
Swiss bank or securities dealer becomes insolvent. For the period 
20 December 2008 to 30 June 2009 FINMA has established 
UBS’s share in the deposit insurance as CHF 1,192 million.

Total gross credit exposure amounted to CHF 670.3 billion 
on 31 December 2008, a decrease of CHF 2.6 billion since 
the end of the previous year. Banking products decreased by 
CHF 33 billion mainly driven by reductions in loans and un-
drawn irrevocable commitments partially compensated by 
higher balances with central banks, while the traded products 
category increased by CHF 31 billion due to a significant 
 increase in the derivatives line of CHF 43 billion, partially com-
pensated by a reduction of CHF 12 billion for securities financ-
ing transactions. The reduction in loan exposure was mainly 
due to a reduction in the collateralized lending activity in 
Global Wealth Management & Business Banking. The Invest-
ment Bank continued to actively reduce credit risk.

The quality of the gross unimpaired credit portfolio im-
proved as the investment grade component (internal rating 
grades 0–5) remained at 79%.
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The table “Gross credit exposure by business division” on 
the previous page shows the gross credit exposure (i. e. with-
out recognition of credit hedges, collateral or other risk mit-
igation) by business division.

The largest contributor to gross credit exposure at CHF 
291 billion is the lending portfolio (due from banks CHF 19 
billion, loans CHF 264 billion, and “financial assets desig-
nated at fair value” CHF 8 billion) which represents 43% of 
total gross credit exposure and 73% of total banking prod-
ucts exposure. Within this lending portfolio, CHF 233 billion 
(80%) is attributable to Global Wealth Management & Busi-
ness Banking. Traded products exposure is incurred predom-
inantly by the Investment Bank. The sections below provide 
further details of products, industry and rating distributions 
in the business division portfolios.

The property financing portfolio is diversified and limits 
per counterparty ensure that no single property exposure 
presents an undue concentration.

Exposure to providers of credit protection, usually in the 
form of credit derivatives, is controlled by the overall credit 
limit for the counterparty, which is typically a high-grade fi-
nancial institution.

Composition of credit risk (business divisions)

Global Wealth Management & Business Banking
The total gross banking products exposure of Global Wealth 
Management & Business Banking was CHF 268 billion on 
31 December 2008 down by CHF 9.0 billion or 3% from a 
year earlier. The high quality of the banking products expo-
sure, with 64% in the investment grade category is demon-
strated by the rating distribution on the next page. The intro-
duction of a revised credit risk framework was aimed at 
improving statistical credit risk measurement and reinforcing 
the link between the credit assessment and pricing. This re-
sulted in a decrease in counterparty rating on average by one 
rating class as shown in the table on the next page by the 
increase in category 6 sub-investment grade exposures. The 
distribution of the exposure across UBS’s internal rating and 

Global Wealth Management & Business Banking:   

composition of lending portfolio, gross 
(excluding repurchased ARS positions)
In %

On 31.12.08  

Due from banks

Unsecured loans

Commercial mortgages

Multi-family homes

Single family homes and apartments

Loans secured by marketable securities

9

3

27

10

11

40

3RM013_e
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loss given default (LGD) buckets as displayed in the table on 
the next page shows that the majority of the exposure is from 
products attracting the lowest LGDs, demonstrating the con-
tinued improvement in the quality of this portfolio (refer to 
the “UBS internal rating scale and mapping of external rat-
ings” table in the “Rating system design and estimation of 
credit risk parameters” section for more information).

Global Wealth Management & Business Banking’s gross 
len ding portfolio (due from banks and loans) on 31 De-
cember 2008 amounted to CHF 233 billion, of which CHF 
142 billion (60%) was secured by real estate and CHF 62 bil-
lion (27%) by marketable securities. The pie chart on the 

previous page shows that exposure to real estate is well 
 diversified, with 40% of the gross lending portfolio being 
secured on single family homes and apartments, which gen-
erally have exhibited a low risk profile. The 11% of exposure 
secured by residential multi-family homes consists of rented 
apartment buildings. Loans and other credit engagements 
with individual clients, excluding mortgages, amounted to 
CHF 91 billion and are predominantly extended against the 
pledge of marketable securities. The volume of collateralized 
lending to private individuals decreased by CHF 16 billion or 
20% from the previous year. This was mainly due to substan-
tial deleveraging by clients. As of 31 December 2008 more 

0.00

6.25

12.50

18.75

25.00

Global Wealth Management & Business Banking: banking products, gross by UBS internal rating  

As a % of Global Wealth Management & Business Banking’s banking products, gross

 0 and 1 2 3 4 5 6 7 8 9 10 11 12 13 14
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Global Wealth Management & Business Banking:  
distribution of banking products exposure across UBS internal rating and loss given default (LGD) buckets

On 31.12.08 
CHF million

Gross exposure

Loss given default (LGD) buckets
Weighted 

average  
LGD (%)UBS internal rating 0–25% 26–50% 51–75% 76–100%

0 13,625 88 13,537 39

1 5,232 19 5,193 20 39

2 39,937 37,521 2,115 301 20

3 34,717 26,127 8,064 526 22

4 25,135 20,837 3,659 639 14

5 51,347 45,059 5,597 691 13

6 44,727 40,617 3,371 736 3 13

7 18,870 16,281 2,395 193 1 15

8 16,892 14,224 2,090 567 11 17

9 9,458 6,757 1,671 13 1,017 23

10 1,997 1,591 402 3 1 20

11 2,252 2,045 206 1 19

12 155 119 36 19

13 93 34 59 30

Total non-defaulted 264,437 211,319 48,395 3,690 1,033 18

Investment grade 169,993 129,651 38,165 2,177

Sub-investment grade 94,444 81,668 10,230 1,513 1,033

Defaulted 1 3,456

Total banking products 267,893 211,319 48,395 3,690 1,033
1 Includes CHF 27 million of off-balance sheet items.
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than 80% of loans secured by marketable securities were 
attributed to business outside Switzerland, of which nearly 
one-third relates to Wealth Management US.

The Swiss lending portfolio (excluding mortgages) within 
the Business Banking area amounted to CHF 23 billion, rep-
resenting 9% of Global Wealth Management & Business 
Banking’s total gross banking products exposure. It is widely 
spread across industries, with the majority of exposures being 
to banks and financial institutions, followed by public author-
ities. The increase in exposures to banks and financial institu-
tions was driven by additional lending to UBS fund entities.

Investment Bank
A substantial majority of the Investment Bank’s gross credit 
exposure falls into the investment grade category (internal 
counterparty rating classes 0 to 5) both for gross banking 
products (77%) and for traded products (91%). The counter-
parties are primarily banks and financial institutions, multina-
tional corporate clients and sovereigns. The increase in cate-
gory 3 resulted from the loan to the fund managed by 
BlackRock. Refer to the “Loan to BlackRock fund” sidebar for 
more information.

Banking products exposure
On 31 December 2008, the Investment Bank’s total gross 
credit exposure from banking products amounted to CHF 
125.6 billion or CHF 79.0 billion net, taking credit hedges into 
account. This represents a significant reduction compared to 
CHF 151.3 billion gross and CHF 100.7 billion net for 2007. 
The exposure held for distribution also reduced significantly as 
a consequence of the market deterioration, which resulted in 
mark downs of existing commitments and a substantial re-
duction in new lending. The table “Investment Bank: banking 
products” below shows the composition of the Investment 
Bank’s gross banking products exposure, the hedges and oth-
er risk mitigation and the net exposure in total.

As described in the discussion on risk mitigation, the 
 Investment Bank has engaged in a substantial credit risk 
hedging program and on 31 December 2008 had CHF 45 
billion of credit hedges in place against banking products 
exposure. In addition certain loans captured on an accrual 
basis are hedged with mark-to-market hedges.

To illustrate the effects of credit hedging and other risk 
mitigation, the first graph on the next page shows the expo-
sures by counterparty rating before and after application of 
risk mitigation.
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Investment Bank: banking products

On 31.12.08 31.12.07

CHF million
Investment 

grade

Sub-
 investment 

grade

Impaired 
and defaul-

ted loans Total
Investment 

grade

Sub-
 investment 

grade

Impaired 
and defaul-

ted loans Total

Gross banking products exposure 96,244 25,280 4,112 125,636 103,848 46,755 651 151,254

Risk transfers 1 1,710 (1,764) 54 2,901 (2,864) (37)

less: specific allowances for credit losses  
and loan loss provisions (1,526) (1,526) 0 0 (126) (126)

Net banking products exposure 97,953 23,516 2,640 124,110 106,749 43,891 488 151,128

less: credit protection bought  
(credit default swaps, credit-linked notes) 2 (38,388) (6,690) (28) (45,106) (43,012) (7,391) (29) (50,432)

Net banking products exposure,  
after application of credit hedges 59,566 16,826 2,612 79,004 63,737 36,500 459 100,696

of which: held for distribution 3,685 2,808 11,091 20,160

1 Risk transfers include unfunded risk participations. Risk participations are shown as a reduction in exposure to the original borrower and corresponding increase in exposure to the participant bank.   
2 Notional amount of credit protection bought on net banking products exposure includes credit default swaps (CDSs) and the funded portion of structured credit protection purchased through the issu-
ance of credit-linked notes (CLNs).
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Additionally, the matrix on page 142 shows the dis-
tribution of the Investment Bank’s net banking products 
 exposure after application of risk mitigants, across UBS inter-
nal rating classes and loss given default buckets. Mitigants 
include risk participations and single name credit default 
swaps. No offset is given for portfolio hedges. There is a con-
centration in the 26–50% bucket where most senior secured 
and unsecured claims fall. Sub-investment grade exposure in 
aggregate was reduced by CHF 3.3 billion (21%). It should 
be noted that exposure distributions shown elsewhere in this 
section refer only to gross or net exposure and do not take 
recovery expectations into account (refer to the “UBS inter-

nal rating scale and mapping of external ratings” table in the 
“Rating system design and estimation of credit risk parame-
ters” section below for more information).

Net banking products exposure after application of credit 
hedges continues to be diversified across industry sectors. At 
31 December 2008, the largest exposures were to regulated 
banks (30%) and financial institutions (28%). The increase in 
bank exposures resulted from higher nostro (a bank’s current 
account with another bank) positions and the loan to the 
fund managed by BlackRock resulted in an increase in the 
financial institutions category. Refer to the “Loan to Black-
Rock fund” sidebar for more information. 
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Investment Bank: distribution of net banking products exposure  
across UBS internal rating and loss given default buckets

On 31.12.08
CHF million Loss given default (LGD) buckets

Weighted  
average  

LGD (%)UBS internal rating Exposure 0–25% 26–50% 51–75% 76–100%

0 and 1 8,291 8,291 49

2 16,292 3,201 10,675 776 1,641 45

3 22,223 11,083 9,360 630 1,150 30

4 9,068 1,213 6,604 943 307 35

5 3,692 341 2,306 821 224 48

6 2,254 1,017 732 427 78 32

7 2,321 334 1,499 388 100 37

8 1,419 133 948 285 53 34

9 3,811 1,930 1,473 223 184 19

10 1,682 598 707 293 85 34

11 4,430 1,303 2,705 205 217 21

12 687 473 128 82 3 23

13 221 122 99 21

Total non-defaulted 76,391 21,749 45,528 5,073 4,042 39

Investment grade 59,566 15,839 37,237 3,169 3,321 39

Sub-investment grade 16,826 5,910 8,291 1,903 721 26

Defaulted 2,612 531 1,520 467 95 37

Net banking products exposure 79,004 22,280 47,048 5,539 4,137 36

Loan to BlackRock fund

As reported in second quarter 2008, 
UBS sold a portfolio of US RMBSs for 
proceeds of USD 15 billion to the 
RMBS Opportunities Master Fund, LP 
(the “RMBS fund”), a special purpose 
entity managed by BlackRock, Inc. The 
RMBS fund was capitalized with 
approximately USD 3.75 billion in 
equity raised by BlackRock from 
third-party investors and an eight-year 

amortizing USD 11.25 billion senior 
secured loan provided by UBS. 
Since its inception, the RMBS fund has 
amortized the loan through monthly 
payments in line with UBS’s original 
expectations. On 31 December 2008, 
the loan had a balance outstanding of 
USD 9.2 billion. UBS does not consoli-
date the RMBS fund into its balance 
sheet as the equity investors in the 

RMBS fund continue to bear and 
receive the majority of the risks and 
rewards. UBS continues to monitor the 
development of the RMBS fund’s 
performance and would reassess the 
consolidation status if deterioration of 
the underlying mortgage pools related 
to the RMBSs were to indicate that 
UBS may not fully recover the loan 
granted to the RMBS fund.

Risk and treasury management
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Settlement risk

Settlement risk arises in transactions involving exchange of 
value when UBS must honor its obligation to deliver without 
first being able to determine that the counter-value has been 
received. UBS continues to reduce its actual settlement vol-
ume by the same proportions as in previous years through 
the use of multilateral and bilateral agreements.

In 2008 settlement risk on 78% of gross settlement vol-
umes was eliminated through risk mitigation. The most sig-
nificant source of settlement risk is foreign exchange trans-
actions. UBS is a member of Continuous Linked Settlement 
(CLS), a foreign exchange clearing house which allows trans-
actions to be settled on a delivery versus payment basis, 
thereby significantly reducing foreign exchange-related set-
tlement risk relative to the volume of business. The propor-
tion of UBS’s overall gross volumes settled through CLS in-
creased to 55% during 2008 compared to 53% in 2007. In 
2008 UBS’s CLS volume with other CLS settlement members 
was 72%, which is comparable to 2007. While the number 
of CLS settlement members is relatively stable, in 2008 the 
number of third-party participants that UBS dealt with in-
creased considerably from 2007.

Risk reduction by other means – primarily account to ac-
count settlement and payment netting – fell correspondingly 
to 23% of gross volumes in 2008 compared to 26% in 
2007.

The avoidance of settlement risk through CLS and other 
means does not, of course, eliminate the credit risk on for-
eign exchange transactions resulting from changes in ex-
change rates prior to settlement. Such counterparty risk on 
forward foreign exchange transactions is measured and con-
trolled as part of the overall credit risk on OTC derivatives.

Country risk

UBS assigns ratings to all countries to which it has exposure. 
Sovereign ratings express the probability of occurrence of a 
country risk event that would lead to impairment of UBS’s 
claims. The default probabilities and the mapping of external 
ratings of the major rating agencies are the same as for 
counterparty rating classes (as described under “Probability 
of default”). In the case of country ratings, rating classes 10 

to 13 are designated “very high risk” while the lowest rating 
class 14 contains countries in outright default.

For all countries rated three and below, UBS sets country 
risk ceilings approved by the Board of Directors or under del-
egated authority. The country risk ceiling applies to all UBS’s 
exposures to clients, counterparties or issuers of securities 
from the country, and to financial investments in that coun-
try. Country risk measures cover both cross-border transac-
tions and investments, and local operations undertaken by 
all UBS branches as well as by subsidiaries in countries where 
the risk is material. Extension of credit, transactions in traded 
products and positions in securities may be denied on the 
basis of a country ceiling, even if exposure to the name is 
otherwise acceptable. 

From a country risk control perspective, exposures to 
emerging markets are considered the most relevant, there-
fore additional information is provided in this section cover-
ing exposure to countries that UBS groups under the emerg-
ing market category.

Losses due to counterparty or issuer default resulting from 
multiple insolvencies (“systemic risk”) or general prevention of 
payments by authorities (“transfer risk”) are the most signifi-
cant effects of a country crisis, but for internal measurement 
and control of country risk UBS also considers the probable fi-
nancial impact of market disruptions arising prior to, during 
and following a country crisis. These might take the form of a 
severe deterioration in the country’s debt and equity markets 
and asset prices, and a sharp depreciation of the currency.

Emerging markets exposure by 
UBS internal rating category
In %

On 31.12.08  

Investment grade

Sub-investment grade

75

25

3RM022_e

Emerging markets exposure by major geographical area and product type

CHF million Total Banking products Traded products Financial investments Tradable assets

On 31.12.08 31.12.07 31.12.08 31.12.07 31.12.08 31.12.07 31.12.08 31.12.07 31.12.08 31.12.07

Emerging Europe 3,706 5,439 1,454 1,590 1,177 1,071 211 151 864 2,627

Emerging Asia 16,460 22,039 3,594 5,653 7,059 6,210 879 2,123 4,928 8,053

Emerging America 6,802 8,778 1,491 1,486 2,157 2,288 167 150 2,987 4,854

Middle East / Africa 5,747 5,007 1,338 2,414 3,980 1,603 0 0 429 990

Total 32,715 41,263 7,877 11,143 14,373 11,172 1,257 2,424 9,208 16,524

Temporary exposures 1 738 3,049

1 Temporary exposures are loan underwritings which are held short-term, pending syndication, sale or hedging. They are not included in the regional sub-total or overall total.
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The potential financial impact of severe emerging mar-
kets crises is assessed by stress testing. This entails identify-
ing countries that might be subject to a potential crisis event 
and determining potential loss and making conservative as-
sumptions about potential recovery rates depending on the 
types of transaction involved and their economic importance 
to the affected countries.

Country risk exposure
Exposure to emerging market countries amounted to CHF 
32.7 billion on 31 December 2008, compared with CHF 41.3 
billion on 31 December 2007. Of this amount, CHF 24.6 bil-
lion or 75% was to investment grade countries based on 
UBS’s internal ratings-based approach. The reduction of CHF 
8.5 billion in total emerging markets exposure arose to a 
large extent in Asia.

The pie chart on the previous page shows UBS’s emerging 
market country exposures (excluding those which are tem-
porary exposures) on 31 December 2008, based on the main 
country rating categories. The table on the previous page 
analyzes emerging market country exposures by major geo-
graphical area and product type on 31 December 2008 
compared with 31 December 2007. Temporary exposures 
arising from loan underwriting in these markets are shown 
separately in the table.

Impairment and default – distressed claims

UBS has a number of classifications for distressed claims. A 
loan carried at amortized cost is considered to be “past due” 
when a significant payment has been missed. Any claim, re-
gardless of accounting treatment, is classified as “impaired” if 
UBS considers it probable that a loss will result on that claim 
due to the obligor’s inability to meet its obligations according 
to the contractual terms, and after realization of any available 
collateral. “Obligations” in this context include interest pay-
ments, principal repayments or other payments due, for ex-
ample under an OTC derivative contract or a guarantee.

The recognition of impairment in the financial statements 
depends on the accounting treatment of the claim. For prod-
ucts carried at amortized cost, impairment is recognized 
through the creation of an allowance or provision, which is 
charged to the income statement as credit loss expense. For 
products recorded at fair value such as derivatives, impair-
ment is recognized through a credit valuation adjustment, 
which is charged to the income statement through the “Net 
trading income” line.

UBS has policies and processes to ensure that the carrying 
values of impaired claims are determined in compliance with 
IFRS on a consistent and fair basis, especially for those im-
paired claims for which no market estimate or benchmark for 
the likely recovery value is available. The credit controls ap-
plied to valuation and workout are the same for both amor-
tized cost and fair-valued credit products. Each case is assessed  
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on its merits, and the workout strategy and estimation of cash 
flows considered recoverable are independently approved.

Credit officers monitor derivative counterparties for de-
fault or impairment using generally the same principles and 
processes as used for loans. In the event that a derivatives 
counterparty defaults on its obligations a specific credit valu-
ation adjustment (CVA) is established by the credit officer.

Portfolios of claims carried at amortized cost with similar 
credit risk characteristics are also assessed for collective im-
pairment. A portfolio is considered impaired on a collective 
basis if there is objective evidence to suggest that it contains 
impaired obligations but the individual impaired items can-
not yet be identified. Portfolios considered impaired on a 
collective basis are not included in the totals of impaired 
loans in the tables shown in the discussion of the composi-
tion of credit risk for business divisions in the “Credit risk” 
section of this report.

The assessment of collective impairment differs depend-
ing on the nature of the underlying obligations. In UBS’s re-
tail businesses, where delayed payments are routinely seen, 
UBS typically reviews individual positions for impairment 
only after they have been in arrears for a certain time. To 
cover the time lag between the occurrence of an impairment 
event and its identification, collective loan loss allowances 
are established, based on the expected loss measured for the 
portfolio over the average period between trigger events 
and their identification for individual impairments. Collective 
loan loss allowances of this kind are not required for corpo-
rate and investment banking businesses because individual 
counterparties and exposures are continuously monitored 
and impairment events are identified at an early stage.

Additionally, for all portfolios, UBS assesses each quarter 
– or on an ad hoc basis if necessary – whether there have 
been any previously unforeseen developments which might 
result in impairments that cannot be immediately identified 
individually. Such events could be stress situations such as a 
natural disaster or a country crisis, or they could result from 
structural changes in, for example, the legal or regulatory en-
vironment. To determine whether an event-driven collective 
impairment exists, a set of global economic drivers is regularly 
assessed for the most vulnerable countries and, on a case- by-
case basis, the impact of specific potential impairment events 
since the last assessment is reviewed. Again, the expected loss 
parameters of the affected sub-portfolios are the starting 
point for determining the collective impairment, adjusted as 
necessary to reflect the severity of the event in question.

Past due but not impaired loans
Past due but not impaired loans have suffered missed pay-
ments but are not considered impaired because UBS expects 
ultimately to collect all amounts due under the contractual 
terms of the loans or with equivalent value.

Compared with 31 December 2007, the past due expo-
sure decreased CHF 0.5 billion at 31 December 2008.

A
ud

ite
d

Risk and treasury management
Risk management and control



145

R
is

k 
an

d
 t

re
as

u
ry

 m
an

ag
em

en
t

Impaired loans, allowances and provisions
The table below shows that allowances and provisions for 
credit losses increased 184%, to CHF 2,927 million on 
31 December 2008 from CHF 1,031 million on 31 December 
2007. Refer to “Note 9b Due from banks and loans” in the 
financial statements of this report for more information on 
the changes in allowances and provisions for credit losses 
during the year.

The gross impaired lending portfolio increased signifi-
cantly to CHF 9,145 million on 31 December 2008 from 
CHF 2,392 million on 31 December 2007. This was largely 
driven by the reclassification of certain financial instruments, 
some of which carried impairments, in addition to various 
real estate-related positions that were also considered im-
paired during the year. Refer to “Note 29 measurement 

 categories of financial assets and liabilities” in the financial 
statements and the “Financial performance” sections of this 
report for more information.

The ratio of the impaired lending portfolio to the total 
lending portfolio (both measured gross) deteriorated to 
2.2% on 31 December 2008 from 0.6% on 31 December 
2007.

Loans or receivables with a carrying amount of CHF 224 
million and CHF 126 million were reclassified from impaired to 
performing during 2008 and 2007 respectively. This reclassifi-
cation was made either because the loans had been renegoti-
ated and the new terms and conditions met normal market 
criteria for the quality of the obligor and type of loan, or be-
cause there had been an improvement in the financial posi-
tion of the obligor, enabling it to repay any past due amounts  
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Past due but not impaired loans

On

CHF million 31.12.08 31.12.07

1–10 days 522 515

11–30 days 89 1,381

31–60 days 272 74

61–90 days 331 36

> 90 days 547 262

Total 1,761 2,268
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Allowances and provisions for credit losses 1

CHF million
Global Wealth Management & 

Business Banking Investment Bank Other 2 UBS

On 31.12.08 31.12.07 31.12.08 31.12.07 31.12.08 31.12.07 31.12.08 31.12.07

Due from banks 6,606 8,237 57,485 52,164 382 534 64,473 60,935

Loans 230,684 240,641 111,798 95,760 730 466 343,213 336,867

Total lending portfolio, gross 3 237,290 248,878 169,282 147,924 1,113 1,000 407,685 397,802

Allowances for credit losses (1,195) (908) (1,733) (123) 0 0 (2,927) (1,031)

Total lending portfolio, net 236,095 247,970 167,550 147,801 1,113 1,000 404,758 396,771

Impaired lending portfolio, gross 2,998 1,820 6,147 572 0 0 9,145 2,392

Estimated liquidation proceeds of  
collateral for impaired loans (1,594) (740) (2,336) (364) 0 0 (3,930) (1,104)

Impaired lending portfolio, net of collateral 1,404 1,080 3,811 208 0 0 5,215 1,288

Allocated allowances for impaired lending portfolio 1,171 874 1,733 123 0 0 2,904 997

Other allowances and provisions 24 34 0 0 0 0 24 34

Total allowances and provisions for  
credit losses in lending portfolio 1,195 908 1,733 123 0 0 2,927 1,031

Allowances and provisions for  
credit losses outside of lending portfolio 24 60 119 73 0 0 143 133

Ratios

Allowances and provisions as a %  
of total lending portfolio, gross 0.5 0.4 1.0 0.1 0.0 0.0 0.7 0.3

Impaired lending portfolio as a %  
of total lending portfolio, gross 1.3 0.7 3.6 0.4 0.0 0.0 2.2 0.6

Allocated allowances as a %  
of impaired lending portfolio, gross 39.1 48.0 28.2 21.5 0.0 0.0 31.8 41.7

Allocated allowances as a %  
of impaired lending portfolio, net of collateral 83.4 80.9 45.5 59.1 0.0 0.0 55.7 77.4

1 Figures reflect IFRS reported values.    2 Includes Global Asset Management and the Corporate Center.  3 Excludes loans designated at fair value.
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such that future principal and interest are deemed to be fully 
collectible in accordance with the original contractual terms.

Collateral held against the impaired loans portfolio con-
sists in most cases of real estate. It is UBS policy to dispose of 
foreclosed real estate as soon as practicable. The carrying 
amount of foreclosed property recorded in the balance sheet 
under “Other assets” at the end of 2008 and 2007 amount-
ed to CHF 280 million and CHF 122 million respectively.

UBS seeks to liquidate collateral in the form of financial 
assets in the most expeditious manner, at prices considered 
fair. This may require that it purchases assets for its own ac-
count, where permitted by law, pending orderly liquidation.

The table “Impaired assets by type of financial instru-
ment” above includes not only impaired loans, but also im-
paired off-balance sheet claims and defaulted derivatives 
and repurchase / reverse repurchase contracts, which are 
subject to the same workout and recovery processes.

The impaired assets of CHF 15.7 billion increased signifi-
cantly as a consequence of the market turbulence in 2008. 

After deducting allocated specific allowances, provisions 
and credit valuation adjustments of CHF 7.2 billion and the 
estimated liquidation proceeds of collateral of CHF 3.9 billion, 
net impaired assets amounted to CHF 4.5 billion in 2008.

Credit loss expense

UBS’s financial statements are prepared in accordance with 
IFRS. Under IFRS the credit loss expense charged to the in-
come statement in any period is the sum of net allowances 
and direct write-offs minus recoveries arising in that period, 
i.e. the credit losses actually experienced.

In 2008, UBS experienced a net credit loss expense of CHF 
2,996 million, of which CHF 1,329 million was due to impair-
ment charges taken on reclassified financial instruments in the 
Investment Bank. This was mainly due to an impairment 
charge taken against a client in the petrochemical industry, 
excluding any benefit from hedges. In comparison, UBS re-
corded a net credit loss expense of CHF 238 million in 2007.

The Investment Bank recorded a net credit loss expense of 
CHF 2,575 million for 2008, compared with a net credit loss 
expense of CHF 266 million in 2007. Excluding the credit loss 
expense from reclassified financial instruments of CHF 1,329 
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lion, mainly driven by new allowances on securities financing 
transactions, real estate loan positions and asset backed se-
curities as a consequence of the deteriorations in the finan-
cial markets.

Global Wealth Management & Business Banking reported 
a net credit loss expense of CHF 370 million for 2008, com-
pared with a CHF 28 million net credit loss recovery for 2007. 
This significant increase in credit loss expenses was mainly due 
to collateral shortfalls against lombard lending resulting from 
the turmoil in the financial markets in the fourth quarter of 
2008 with sharp moves in securities prices and an unprece-
dented decrease in the liquidity of certain asset categories.

Rating system design and estimation of  
credit risk parameters

Probability of default
UBS assesses the likelihood of default of individual counter-
parties using rating tools tailored to the various counterparty 
segments. Probability of default is summarized in the UBS 
internal rating scale and mapping of external ratings (Mas-
terscale), shown on the next page, which segments clients 
into 15 rating classes (0 to 14), one of which is reserved for 
default. The UBS Masterscale reflects not only an ordinal 
ranking of counterparties, but also the range of default 
probabilities defined for each rating class. Also, in order to 
ensure consistency in determining default probabilities, all 
rating tools must be calibrated to the common Masterscale. 
This approach means that clients migrate between rating 
classes as UBS’s assessment of their probability of default 
changes. The performance of rating tools, including their 
predictive power with regard to default events, is regularly 
validated and model parameters are adjusted as necessary.

External ratings, where available, are used to benchmark 
UBS’s internal default risk assessment. The ratings of the ma-
jor rating agencies shown in the table are linked to the inter-
nal rating classes based on the long-term average one-year 
default rates for each external grade. Observed defaults per 
agency rating category vary from year to year, especially over 
an economic cycle, and therefore UBS does not expect the 
actual number of defaults in its equivalent rating band in any 

Impaired assets by type of financial instrument

 
CHF million Impaired exposure

Estimated 
liquidation 

proceeds of 
collateral

Specific 
allowances, 

provisions and 
credit valuation 

adjustments
Net impaired 

exposure

Impaired loans 9,145 (3,930) (2,916) 2,299

Impaired contingent claims 41 (20) 21

Defaulted derivatives contracts 6,163 (4,205) 1,958

Defaulted securities financing transactions 309 (111) 198

Total 31.12.08 15,658 (3,930) (7,252) 4,476

Total 31.12.07 3,408 (1,104) (1,914) 390
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given period to equal the rating agency average. UBS moni-
tors the long-term average default rates associated with ex-
ternal rating classes. If these long-term averages were ob-
served to have changed in a material and permanent way, 
their mapping to the Masterscale would be adjusted.

At the Investment Bank, rating tools are differentiated by 
broad segments. Current segments include banks, sovereigns, 
corporates, funds, hedge funds, commercial real estate and 
several more specialized businesses. The design of these tools 
follows a common approach. The selection and combination 
of relevant criteria (financial ratios and qualitative factors) are 
determined through a structured analysis by credit officers 
with expert knowledge of each segment, supported by statis-
tical modeling techniques where sufficient data are available.

The Swiss banking portfolio includes exposures to both 
large and small- to medium-sized enterprises, and the rating 
tools vary accordingly. For segments where sufficient default 
data are available, rating tool development is primarily based 
on statistical models. Typically, these “score cards” consist of 
eight to 12 criteria combining financial ratios with qualitative 
and behavioral factors which have proven good indicators of 
default in the past, are accepted by credit officers and are 
easy to apply. For smaller risk segments with few observed 
defaults the approach relies more on judgment and exper-
tise, similar to that applied at the Investment Bank. For the 
Swiss commercial real estate segment and for lombard lend-
ing, which is part of the retail segment, the probability of 
default is derived from simulation of potential changes in the 
value of the collateral and the probability that it will fall be-
low the loan amount.

Default expectations for the Swiss residential mortgage 
segment are based on the internal default and loss history, 
where the major differentiating factor is the loan-to-value 
ratio (i.e. the amount of the outstanding obligation ex-
pressed as a percentage of the value of the collateral).

Exposure at default
Exposure at default represents the amounts UBS expects to 
be owed at the time of default.

For outstanding loans, the exposure at default is the 
drawn amount or face value. For loan commitments and for 
contingent liabilities, it includes any amount already drawn 
plus any additional amount which is expected to be drawn at 
the time of default, should it occur. This calculation is based 
on a “credit conversion factor” – a fixed percentage per 
product type derived from historical experience of drawings 
under commitments by counterparties within the year prior 
to their default.

For traded products, the estimation of exposure at de-
fault is more complex, since the current value of a contract 
or portfolio of contracts can change significantly over time 
and may, at the time of a future default, be considerably 
higher or lower than the current value. For repurchase and 
reverse repurchase agreements and for securities borrow-
ing and lending transactions, the net amount which could 
be owed to or by UBS is assessed, taking into account the 
impact of market moves over the time it would take to 
close out all transactions (“closeout exposure”). For ex-
change-traded derivatives (ETDs), the exposure at default is 
derived from the difference between the initial margin and 
the current variation margin. Exposure at default on OTC 
derivative transactions is determined by modeling the po-
tential evolution of the replacement value of the portfolio 
of trades with each counterparty over the lifetime of all 
transactions (“potential credit exposure”), taking into ac-
count legally enforceable closeout netting agreements 
where applicable.

For traded products, excluding ETDs, the exposure at de-
fault is derived from a Monte Carlo simulation (a statistical 
technique involving a large number of simulations) of poten-
tial market moves in all relevant risk factors, such as interest 
rates and exchange rates, based on estimated correlations 
between the risk factors. This ensures a scenario-consistent 
estimation of market value across all traded products at 
counterparty and portfolio level. The randomly simulated 
sets of risk factors are then used as inputs to product- specific 
valuation models to generate valuation paths, taking into 
account the impact of maturing contracts and changing col-
lateral values.

The resultant distribution of future valuation paths sup-
ports various exposure measures. All portfolio risk measures 
are based on the expected exposure profile. By contrast, in 
controlling individual counterparty exposures UBS limits the 
potential “worst case” exposure over the full tenor of all 
transactions, and therefore applies the limits to the “maxi-
mum likely exposure” generated by the same simulations, 
measured to a specified high confidence level.

Cases where there is material correlation between the 
factors driving a counterparty’s credit quality and the factors 
driving the future path of traded products exposure (“wrong-

UBS internal rating scale and mapping  
of external ratings

UBS 
Rating Description

Moody’s Investor 
Services equivalent

Standard & Poor’s 
equivalent

0 and 1 Investment grade Aaa AAA

2 Aa1 to Aa3 AA+ to AA–

3 A1 to A3 A+ to A–

4 Baa1 to Baa2 BBB+ to BBB

5 Baa3 BBB–

6 Sub-investment grade Ba1 BB+

7 Ba2 BB

8 Ba2 BB

9 Ba3 BB–

10 B1 B+

11 B2 B

12 B3 B–

13 Caa to C CCC to C

14 Defaulted D D
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way risk”) require special treatment. In such cases, the po-
tential credit exposure generated by the standard model is 
overridden by a calculation from a customized exposure 
model that explicitly takes this correlation into account. For 
portfolios where this risk is inherently present, for instance 
for the hedge funds portfolio, UBS has established special 
controls to capture these wrong-way risks.

The performance of exposure models is monitored by 
backtesting and benchmarking whereby model outcomes 
are compared against actual outcomes, based on UBS’s in-
ternal as well as external historical experience.

Loss given default
Loss given default or loss severity represents UBS’s expecta-
tion of the extent of loss on a claim should default occur. It 
is expressed as a percentage loss per unit of exposure and 
typically varies by type of counterparty, type and seniority of 
claim and the availability of collateral or other credit mitiga-
tion. Loss given default estimates cover loss of principal, in-
terest and other amounts due (including workout costs), and 
also consider the costs of carrying the impaired position dur-
ing the workout process.

At the Investment Bank loss given default estimates are 
based on expert assessment of the risk drivers (country, indus-
try, legal structure, collateral and seniority), supported by em-
pirical evidence from internal loss data and external bench-
mark information where available. In the Swiss portfolio, loss 
given default differs by counterparty and collateral type and is 
statistically estimated using internal loss data. For the residen-

tial mortgage portfolio, a further differentiation is derived by 
statistical simulation based on loan-to-value ratios.

Debt investments

Debt investments classified for IFRS as “financial investments 
available-for-sale” can be broadly categorized as money 
market instruments and debt securities, which are mainly 
held for statutory, regulatory or liquidity reasons. Debt in-
vestments also include non-performing loans, which were 
purchased in the secondary market by the Investment Bank. 

The risk control framework applied to debt instruments 
classified as “Financial investments available-for-sale” varies 
depending on the nature of the instruments and the pur-
pose for which they are held.

Where applicable, debt investments are reflected in re-
ports to senior management of consolidated credit expo-
sures and in “large exposure” reports to FINMA.

Composition of debt investments
On 31 December 2008, debt financial investments classified 
as “Financial investments available-for-sale” consisted of 
money market paper of CHF 2,165 million and other debt 
investments of CHF 1,402 million. The increase in money 
market instruments is due to UK Treasury Gilts held in UBS 
Ltd.

At 31 December 2007, the equivalent positions were CHF 
349 million money market instruments and CHF 1,034 mil-
lion  other debt investments.
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Operational risk is the risk of loss resulting from inadequate 
or failed internal processes, people and systems (for example 
failed IT systems, or fraud perpetrated by a UBS employee), 
or from external causes, whether deliberate, accidental or 
natural. It is inherent in all of UBS’s activities. Operational 
risks are monitored and, to the extent possible, controlled 
and mitigated. UBS’s approach to operational risk is not de-
signed to eliminate risk altogether but, rather, to contain 
risks within levels deemed acceptable by senior manage-
ment. The Group Chief Risk Officer (Group CRO), supported 
by the Group Head of Operational Risk, is responsible for the 
effective design of the operational risk framework.

Operational risk framework

All UBS functions, whether business, control or logistics 
functions, must manage the operational risks that arise from 
their activities. Operational risks are pervasive, as a failure in 
one area may have a potential impact on several other areas. 
Each business division has therefore established a cross-func-
tional body to actively manage operational risk as part of its 
governance structure.

To ensure the integrity of risk management decisions, 
each business division also has an Operational Risk Control 
unit, the head of which reports functionally to the Group 
Head of Operational Risk. The primary remit of these units is 
to confirm the effective implementation of the operational 
risk framework and to perform independent oversight of the 
design and conclusions regarding operating effectiveness 
reached by management.

The foundation of the operational risk framework is that all 
functions have adequately defined their roles and responsibili-
ties. The functions can then collectively ensure that there is 
adequate segregation of duties, complete coverage of risks 
and clear accountability. From this analysis, they develop con-
trol objectives and standards to manage UBS’s tangible and 
intangible assets, based on the types of operational risk events 
that might arise, ranging from daily reconciliation problems to 
potentially severe events such as fraud. UBS recognizes that it 
cannot eliminate all risks, because errors and accidents will al-
ways happen, and that even where it is possible to eliminate 
certain risks it is not always cost effective to do so.

The functions use their controls to monitor compliance and 
assess their operating effectiveness in several ways, including 
self-certification by staff, tracking of a wide range of metrics 
(for example, the number and characteristics of client com-
plaints, deal cancellations and corrections, unreconciled items 

on cash and customer accounts, and systems failures), and the 
analysis of internal and external audit findings.

As major financial and non-financial operational risk 
events occur, UBS assesses their causes and the implications 
for its control framework. This includes events affecting third 
parties that are relevant to the firm’s business, provided that 
sufficient information is publicly available.

The totality of this information is reviewed by functional 
managers to assess their operational risk exposure and the 
actions needed to address specific issues. These issues are 
formally captured in a risk inventory, which forms the basis 
of operational risk reporting to senior management. Regular 
reports are provided both within the business divisions and 
to the Group CRO to allow senior management to assess the 
overall operational risk profile of the firm.

Operational risk measurement

UBS has developed a model for the quantification of opera-
tional risk which meets the regulatory capital standard spec-
ified by the Basel II Advanced Measurement Approach 
(AMA). The model has two main components:
– The historical component is based on UBS’s own internal 

losses and is used primarily to determine the expected 
loss portion of the capital requirement. UBS has been col-
lecting operational risk event data (both profits and loss-
es) since 2002.

– The scenario component is used primarily to determine 
the unexpected loss portion of the capital requirement. It 
is based on a set of generic scenarios that represent cat-
egories of operational risks which UBS is exposed to. The 
scenarios themselves are generated from an analysis of 
internal and external event information, the current busi-
ness environment and UBS’s own internal control environ-
ment. The scenarios are reviewed at least annually by ex-
perts to ensure their validity and may be updated based 
on material new information or events. During 2008, sce-
narios were adjusted for a number of industry-wide 
events including unauthorized trading losses and disputes 
over client practices.
UBS calculates its operational risk regulatory capital re-

quirement using the AMA model for the consolidated Group 
and the parent bank in accordance with the requirements of 
FINMA. For regulated subsidiaries the standardized ap-
proaches are adopted as agreed with local regulators. Cur-
rently, UBS does not reflect mitigation through insurance in 
its AMA model.

Operational risk
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Treasury management

UBS’s treasury department is responsible for the management of the firm’s financial resources. This includes 
the management of: liquidity and funding; capital and balance sheet; and interest rate and currency risks aris-
ing from balance sheet and capital management responsibilities. UBS aims to maintain sound capital ratios 
at all times – to ensure strong external credit ratings and to remain one of the best-capitalized firms in the 
international financial sector.
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1 Prior to and including 4Q07 the capital ratios above are based on Basel I capital 
regulations, thereafter on Basel II rules.
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UBS: funding by product type  
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UBS defines liquidity risk as the risk of being unable to raise 
funds to meet payment obligations when they fall due. 
Funding risk is the risk of being unable, on an ongoing basis, 
to borrow funds in the market at an acceptable price to fund 
actual or proposed commitments and thereby support UBS’s 
current business and desired strategy. Liquidity and funding 
are not the same, but they are closely related. Both are finite 
resources that are critical for a financial institution.

Liquidity must be continuously managed to ensure that 
the firm can survive a crisis, whether it is a general market 
event, a localized difficulty affecting a smaller number of in-
stitutions, or a problem unique to an individual firm. An in-
stitution that is unable to meet its liabilities when they fall 
due may collapse, even though it is not insolvent, because it 
is unable to borrow sufficient funds on an unsecured basis, 
or does not have sufficient good quality assets to borrow 
against or liquid assets to sell to raise immediate cash.

Market liquidity overview: 2008

The financial and credit market crisis, which had its origins in 
the US residential mortgage market in the second half of 
2007, spread and gained in intensity throughout 2008, as a 
broader economic crisis developed and pointed towards a 
severe global downturn. A precipitous fall in trading volumes 
in some previously highly liquid markets accompanied a 
sharp reduction in asset market values. After the failure of 
one of the major US investment banks in mid-September, 
the tenor of the interbank lending market was dramatically 
reduced. Although other short-term funding remained avail-
able at this time, it was largely limited to tenors within one 
month, while in secured funding markets certain assets were 
subjected to significantly higher haircuts and in some cases 
were no longer accepted as collateral. Access to other lon-
ger-term wholesale funds was also severely constrained, as 
the level of credit spreads surged, and companies’ financing 
costs reached new heights.

In an attempt to contain the sustained and growing crisis, 
which resulted in significant bank failures or forced restruc-
turings of several major financial institutions throughout the 
year, central banks and governments were induced to inter-
vene on a large scale to support both specific institutions and 
the global financial system as a whole. These public sector 
initiatives included a series of restructurings, recapitalizations 
– both direct and indirect – and the introduction, then subse-
quent expansion, of broad-based credit and liquidity support 
facilities. New policies were implemented in many major 
economies to permit direct government investment in banks, 
loan and bank debt guarantees, as well as the provision of 
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via extraordinary financing facilities. Certain major banks be-
came majority-owned by their governments. Several coun-
tries announced that they would insure all domestic bank de-
posits and others substantially increased the insurance 
protection for their deposits and bank debts, pressuring the 
deposits and debts of banks covered by weaker protection 
schemes. In the fourth quarter, the Swiss government an-
nounced a number of steps to support its banking system, 
including a strengthening of the country’s bank deposit insur-
ance scheme and a willingness to guarantee interbank liabili-
ties if and when deemed necessary. Throughout most of the 
fourth quarter, public bond market issuance was largely lim-
ited to banks whose debt was government-guaranteed.

UBS’s response to the ongoing crisis

Despite the very challenging conditions, UBS maintained its 
access to funding at all times, primarily as a result of its 
broadly diversified funding base. In addition, in anticipation 
of an extended period of market turbulence, UBS proactively 
undertook several measures starting in 2007 and continuing 
in 2008 to further strengthen and safeguard its liquidity po-
sition. Short-term funding targets were adjusted, and in-
creased focus was placed on asset reduction. Combined 
with the broad diversity of its funding sources, its contin-
gency planning processes and its global scope, these addi-
tional measures have enabled UBS to maintain a balanced 
asset / liability profile. UBS also maintains a substantial multi-
currency portfolio of unencumbered high-quality short-term 
assets and has available and unutilized collateralized liquidity 
facilities at several major central banks.

Like many other major financial institutions, UBS saw de-
creased access to wholesale term funding and a decline in 
client deposits during 2008. This was counterbalanced by 
ongoing asset reductions – mostly in the Investment Bank – 
which reduced UBS’s overall funding needs. As part of these 
asset reductions, the trading portfolio was pared back by 
CHF 462 billion compared with year-end 2007.

The transaction with the SNB, which was announced in 
fourth quarter 2008, further bolsters the firm’s liquidity and 
funding position by reducing overall funding requirements.

Liquidity and funding risk management framework

A new liquidity and funding risk management framework 
was approved by the Board of Directors (BoD) of UBS in 
2008. This new framework outlines the principles, roles and 
responsibilities, models, methodologies and tools UBS uses 

Liquidity and funding management
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to manage liquidity and funding risk. The framework de-
scribes a target state; many of these measures have already 
been, or are in the process of being implemented. The ben-
efits of the new framework are the following:
– First, sustainable profits will be achieved through alloca-

tion of the real costs of funding to the business that gen-
erates the funding requirement. There will be no more 
cross-subsidization of one business division by another, 
allowing an unbiased and more accurate view of the 
firm’s profitability.

– Second, liquidity and funding risk are being reduced as 
UBS limits the size of its balance sheet, funds illiquid as-
sets long-term and reduces reliance on short-term unse-
cured funding.

– Finally, UBS is establishing best practice liquidity and fund-
ing risk management processes. The new framework is 
designed to keep the firm in line with industry best prac-
tice, and prepare it for further changes in regulatory re-
quirements and oversight.
The approach taken by UBS will proceed in parallel: tacti-

cally addressing a number of key initiatives in the short term, 
while developing the framework into a target liquidity and 
funding model to be strategically integrated into each busi-
ness division, region and entity within the Group.

Liquidity approach

UBS’s approach to liquidity management, which covers all 
branches and subsidiaries, aims to ensure that it will always 
have sufficient liquidity to meet liabilities when due, under 
both normal and stressed conditions, without incurring un-
acceptable losses or risking sustained damage to its various 
business franchises.

Central to the integrated framework is an assessment of 
all material, known and expected cash flows and the level of 
high-grade collateral that could be used to raise additional 
funding. It entails both careful monitoring and control of the 
daily liquidity position, and regular liquidity stress testing. 
Limits are set at Group level by the BoD risk committee, while 
the Executive Committee of the Group Executive Board (GEB) 
is responsible for the allocation of resources to the business 
divisions and sets limits for each of the business divisions. 
These limits are monitored by Group Treasury, who reports 
the results and trends on a regular basis to the BoD risk com-
mittee and the Executive Committee of the GEB. Contin-
gency plans for a liquidity crisis are incorporated into UBS’s 
wider crisis management process.

The liquidity position and asset and liability profile are con-
tinuously tracked. This involves monitoring the balance sheet 
contractual and behavioral maturity profiles and projecting 
and modeling the liquidity exposures of the firm under a 
 variety of potential scenarios – encompassing both normal 
and stressed market conditions. UBS considers the possibility 
that its access to markets could be impacted by a stress event  
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affecting some part of its business or, in the extreme case, if 
it was to suffer a severe rating downgrade combined with a 
period of general market uncertainty. The results are factored 
into the overall contingency plans of UBS.

UBS’s major sources of liquidity are channeled through 
entities that are fully consolidated.

Liquidity management
UBS manages its liquidity position in order to be able to ride 
out a crisis without damaging the ongoing viability of its 
business. This is complemented by the firm’s funding risk 
management which aims to achieve the optimal liability 
structure to finance its businesses cost-efficiently and reli-
ably. The long-term stability and security of UBS’s funding in 
turn helps protect its liquidity position in the event of a UBS-
specific crisis.

The firm’s business activities generate asset and liability 
portfolios which are intrinsically highly diversified with re-
spect to market, product and currency. This reduces UBS’s 
exposure to individual funding sources, and also provides a 
broad range of investment opportunities, which in turn re-
duces liquidity risk.

UBS adopts a centralized approach to liquidity and fund-
ing management to exploit these advantages to the full. The 
liquidity and funding process is undertaken jointly by Group 
Treasury and the foreign exchange and money market 
(FX&MM) unit within the Investment Bank’s fixed income, 
currencies and commodities (FICC) business area. Group 
Treasury establishes a comprehensive control framework, 
while FX&MM undertakes operational cash and collateral 
management within the established parameters.

This centralization permits close control of both UBS’s 
global cash position and its stock of highly liquid securities. 
The central treasury process also ensures that the firm’s gen-
eral access to wholesale cash markets is concentrated in 
FX&MM. Funds raised externally are largely channeled into 
FX&MM including the proceeds of debt securities issued by 
UBS, an activity for which Group Treasury is responsible. 
FX&MM in turn meets all internal demands for funding by 
channeling funds from units generating surplus cash to 
those requiring finance. In this way, UBS reduces its external 
borrowing and use of available credit lines, and presents a 
consistent and coordinated face to the market.

Liquidity modeling and contingency planning
For the purpose of monitoring its liquidity situation, UBS em-
ploys the following main measures:
– A cash ladder, which is used by FX&MM to manage the 

firm’s funding requirements on a daily basis within limits 
that are set by the BoD risk committee and controlled by 
Group Treasury. This cumulative cash ladder shows the 
daily liquidity position – the net cumulative funding re-
quirement for a specific day – projected for each business 
day from the current day forward six months.
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– A contractual maturity gap analysis of UBS’s assets and 
liabilities.

– A behavioral maturity gap analysis under an assumed se-
vere liquidity crisis scenario.

– A cash capital model which measures the amount of sta-
ble funding in relation to the amount and composition of 
its assets.
The breakdown of the contractual maturity of UBS’s as-

sets and liabilities serves as a starting point for stress testing 
analyses. One such breakdown is shown in the “Maturity 
analysis” table at the end of this section. This maturity analy-
sis is an accounting view. It does not fully represent a liquid-
ity risk management perspective, which would also include 
behavioral stress analyses and a more detailed breakdown of 
asset and liability types.

The aforementioned liquidity crisis scenario combines a 
firm-specific crisis with market disruption and focuses on a 
time horizon starting with overnight and extending up to 
one year. This UBS-specific scenario envisages large draw-
downs on otherwise stable client deposits, an inability to re-
new or replace maturing unsecured wholesale funding and 
limited capacity to generate liquidity from trading assets. Li-
quidity crisis scenario analysis supports the liquidity manage-
ment process so that immediate corrective measures, such as 
the use of a liquidity buffer to absorb potential sudden li-
quidity shortfalls, can be put into effect.

Since a liquidity crisis could have a myriad of causes, UBS 
focuses on a scenario that encompasses all potential stress 
effects across all markets, currencies and products.

The assessment includes the likelihood of maturing assets 
and liabilities being rolled over in a UBS-specific crisis within 
an otherwise stressed market environment, and gauges the 
extent to which the potential crisis-induced shortfall could 
be covered by available funding. This would be raised on a 
secured basis against available collateral, which includes se-
curities eligible for pledging at the major central banks, or by 
selling liquid inventory. In both cases UBS applies crisis-level 
discounts to the value of the assets. It assumes that it would 
be generally unable to renew any of the Group’s wholesale 
unsecured debt, including all its maturing money market pa-
per (outstanding volume CHF 112 billion on 31 December 
2008) and that no contingency funding could be raised on 
an unsecured basis. Since liquidity needs may also result 
from commitments and contingencies, including credit lines 
extended to secure the liquidity needs of customers, UBS 
regularly monitors undrawn committed credit facilities and 
other latent liquidity risks and factors these potential liquid-
ity outflows into the scenario analysis. Particular emphasis is 
placed on potential drawdowns of committed credit lines.

If UBS’s credit rating were to be downgraded, “rating trig-
ger” clauses, especially in derivative contracts, could result in an 
immediate cash outflow due to the unwinding of derivative 
positions, or the need to deliver additional collateral. UBS also 
analyzes the potential impact on its net liquidity position of ad-
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verse movements in the replacement value of its over-the-coun-
ter (OTC) derivative transactions which are subject to collateral 
arrangements and includes potential outflows in its crisis sce-
nario. Given the diversity of UBS’s derivatives business and that 
of its counterparties, there is not necessarily a direct correlation 
between the factors influencing net replacement values with 
each counterparty and a firm-specific crisis scenario.

Liquidity limits and controls
Liquidity and funding limits are set by senior management, 
taking into consideration UBS’s business model and strategy, 
the prevailing market conditions and the firm’s tolerance for 
risk. Structural limits focus on the composition and profile of 
the balance sheet, while supplementary limits are designed 
to drive the utilization and allocation of funding resources. 
The supplementary limits, which consist of three categories 
– operational, funding and regulatory – are monitored and 
performance is regularly communicated to senior manage-
ment. Operational limits focus on structural liquidity risk for 
terms from intra-day out to one year including stress testing, 
while funding limits focus on the liability mix. The principles 
underlying UBS’s limit framework aim to maximize and sus-
tain the value of its business franchise and appropriately bal-
ance the asset / liability structure in light of prevailing market 
conditions. Group Treasury is responsible for the control and 
oversight of the liquidity and funding limits.

To complement and support the limit framework, region-
al teams monitor the markets in which UBS operates for po-
tential threats and regularly report any significant findings to 
Group Treasury.

UBS has also developed detailed contingency plans for li-
quidity crisis management, the cornerstone of which is the 
Group’s substantial liquidity reserves, including a large multi-
currency portfolio of unencumbered high-quality and short-
term assets as well as available and unutilized liquidity facili-
ties at several major central banks.

The liquidity contingency plan is an integral part of the 
global crisis management concept, which covers all types of 
crisis events. Its implementation falls under the responsibility of 
a core crisis team with representatives from Group Treasury, 
from FX&MM and from related areas including the functions 
responsible for payments and settlements, market and credit 
risk control, collateral and margin management, and informa-
tion technology and infrastructure. FX&MM’s centralized glob-
al management model lends itself naturally to efficient liquidity 
crisis management. Should a crisis require contingency fund-
ing measures to be invoked, Group Treasury takes responsibil-
ity for coordinating liquidity generation together with repre-
sentatives from FX&MM and the relevant business areas. 

UBS manages its relationships with the major central 
banks as part of its general policy, which is to base contin-
gency plans on having sufficient liquidity reserves at its dis-
posal and to raise contingency funding on a secured basis 
against provision of collateral.

A
ud

ite
d

A
ud

ite
d



154

Risk and treasury management
Treasury management

Funding

UBS’s domestic retail and global wealth management busi-
nesses continue to be valuable, cost-efficient and reliable 
sources of funding. These businesses contributed CHF 340 
billion, or 72% of the CHF 475 billion total customer depos-
its shown in the UBS asset funding diagram below. Com-
pared with the CHF 340 billion of net loans as of 31 Decem-
ber 2008, customer deposits provided 140% coverage. In 
terms of secured funding, i.e. repurchase agreements and 
securities lent against cash collateral received, UBS borrows 
less cash on a collateralized basis than it lends, leading to a 
surplus of net securities sourced (and rehypothecable) – 
shown as the CHF 231 billion cash-equivalent surplus in the 
diagram below. Furthermore, through the establishment of 
short-, medium- and long-term funding programs in Europe, 
the US and Asia, UBS can provide specialized investments to 
its customers through which it can efficiently raise funds 
globally from both institutional and private investors, mini-
mizing its dependence on any particular source. A maturity 
breakdown of UBS’s long-term straight debt portfolio of CHF 
58 billion is shown further below.

Through broad diversification of its funding sources 
(by market, product and currency), UBS maintains a well- 
balanced portfolio of liabilities, which generates a stable 
flow of financing and provides protection in the event of 
market disruptions. This, together with its centralized fund-
ing management, enables UBS to efficiently fund its busi-
ness activities.

Funding approach
Medium- and long-term funding activities are planned by 
assessing the overall funding profile of the balance sheet, 
taking due account of the effective maturity of the asset 
base and the amount of maturing debt that will have to be 

replaced. The ability to continue to fund ongoing business 
activities through periods of difficult market conditions is 
also factored in. Prior to the outbreak of the current crisis, 
at the beginning of 2007, UBS decided to further strength-
en its funding profile through public issuance of senior, 
straight, long-term debt and to thereby enhance the overall 
diversification of its funding sources. Despite the persistent 
turbulence prevailing in the capital markets throughout the 
year, UBS raised CHF 24 billion of proceeds through public 
senior debt issuance during 2008 (compared with CHF 15 
billion during 2007). Two recent examples of this funding 
diversification effort were the inaugural Samurai domestic 
Japanese Yen issuance (totaling JPY 91.5 billion) in June 
2008 and the approximately CHF 2 billion Swiss covered 
bond (Pfandbrief) issuance via the Swiss Mortgage Bond 
Bank in December 2008.

In addition, the extraordinary capital strengthening mea-
sures implemented during 2008 in response to the losses 
incurred during the current crisis – such as the CHF 13.0 bil-
lion mandatory convertible notes (MCNs) issued in March 
2008, the EUR 1 billion proceeds from the issue of perpetual 
preferred securities in April 2008, the net proceeds from the 
June 2008 rights issue of CHF 15.6 billion and the issue of 
CHF 6.0 billion MCNs to the Swiss Confederation in Decem-
ber 2008 – contributed funding to UBS.

➔	Refer to the “Shares and capital instruments” section of 

this report for more information about capital instruments

To ensure that a well-balanced and diversified liability 
structure is preserved, Group Treasury routinely monitors 
UBS’s funding status and reports its findings on a monthly 
basis to the GEB. A key measure employed among UBS’s 
main analysis tools is an assessment of its “cash capital“. 
This concept is designed to ensure that illiquid assets are be-
ing financed by long-term sources of funding.

UBS seeks to run a cash capital surplus (i.e. an excess of 
cash capital supply over cash capital consumption). The cash 
capital supply consists of long-term sources of funds: unse-
cured funding with remaining time to maturity of at least 
one year; shareholders’ equity; and core deposits (the por-
tion of customer deposits deemed to have a “behavioral“ 
maturity of at least one year). Cash capital consumption re-
flects the illiquid portion of the assets, which is defined as 
the portion of assets that could only be transformed into 
cash by sale or secured funding in more than one year. In the 
case of secured funding, the illiquid portion is the difference 
(the “haircut“) between the carrying value of an asset on the 
balance sheet and its effective cash value when given as col-
lateral. The potential funding needs that could arise from 
off-balance sheet exposures, such as undrawn committed 
credit lines that UBS has sold, are also included in the total 
cash capital consumption.

UBS also regularly monitors its main funding portfolios 
for any concentration risks – including an assessment by in-
dividual counterparty.
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Funding position and diversification
UBS continues to maintain a balanced portfolio of liabilities 
that is broadly diversified by market, product and currency. 
The vast product offerings and global scope of the firm’s 
business activities are the primary reasons for funding stabil-
ity. Funding is provided through numerous short-, medium-, 
and long-term funding programs in Europe, the US and Asia, 
which provide specialized investments to institutional and 
private clients. UBS’s domestic retail and global wealth man-
agement businesses are also a valuable source of funding.

The overall composition of UBS’s funding sources, as il-
lustrated in the graphs below, has remained stable. These 
sources amount to CHF 1,016 billion on the balance sheet 
comprising repurchase agreements, securities lending against 
cash collateral received, due from banks, money market pa-
per issued, due to customers and long-term debt (including 
financial liabilities at fair value). In terms of currencies, 48% 
of these funds are denominated in US dollars, while 22% are 
in euros and 15% in Swiss francs.

The proportion of funding raised on a secured basis, pri-
marily through repurchase agreements (and to a lesser ex-
tent through cash collateral received for securities lent), has 
dropped to 11% from 22% since year-end 2007, primarily 
due to continued asset reductions (in particular trading as-

sets and reverse repurchases / securities borrowed that were 
financed through repurchase agreements).

UBS’s unsecured funding base remains well diversified. At 
year-end 2008, savings and demand deposits amounted to 
24% of UBS’s funding sources, up from 19% a year earlier. 
The proportion of funding raised through long-term debt 
was stable, accounting for 18% of funding sources (up 
slightly from 17% a year ago), as was the proportion of 
money market paper, which was likewise marginally higher, 
at 11% (up from 10%). Compared with year-end 2007, the 
proportion of funding from time deposits remained con-
stant, at 17%, as did fiduciary deposits, at 6%. The relative 
share of short-term interbank borrowing was 12%, up from 
9% a year earlier.

UBS, like many other major financial institutions, experi-
enced decreased access to medium- and longer-term funds in 
the wholesale debt markets during 2008. Moreover, UBS did 
not raise any public long-term debt during fourth quarter 2008 
as public issuance was practically limited to banks with govern-
ment-guaranteed debt. While this contributed to a shortening 
of the maturity profile of UBS’s debt issued during 2008, this 
was compensated by UBS’s sale of a significant volume of il-
liquid positions during the year (to the fund managed by Black 
Rock, the SNB StabFund and to the market in general).

UBS: funding by product type  
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UBS: funding by currency  
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UBS: funding by product and currency

All currencies CHF EUR USD Others

In % 31.12.08 31.12.07 31.12.08 31.12.07 31.12.08 31.12.07 31.12.08 31.12.07 31.12.08 31.12.07

Securities lending 1.4 2.1 0.0 0.0 0.4 0.2 0.6 1.5 0.4 0.4

Repurchase agreements 10.1 19.9 0.9 1.5 1.6 2.5 6.6 12.2 1.0 3.7

Interbank 12.4 9.5 0.8 0.5 4.9 1.8 4.9 4.5 1.8 2.8

Money market paper 11.0 9.9 0.3 0.3 1.0 0.9 8.5 7.3 1.2 1.3

Retail savings / deposits 9.9 7.1 6.0 4.6 1.0 0.8 3.0 1.6 0.0 –

Demand deposits 13.8 11.7 2.8 2.2 2.8 2.4 6.5 5.3 1.7 1.8

Fiduciary 6.0 6.0 0.3 0.3 2.0 1.8 3.0 3.1 0.7 0.8

Time deposits 17.0 16.9 1.6 2.3 2.9 1.9 9.1 9.5 3.5 3.1

Long-term debt 1 18.4 17.0 2.7 1.4 5.9 4.7 5.0 6.2 4.8 4.7

Total 100.0 100.0 15.3 13.2 22.4 17.0 47.2 51.2 15.1 18.6

1 Including financial liabilities designated at fair value.
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UBS Ratings
The table above summarizes UBS’s long- and short-term 
debt ratings as of 31 December 2008 (refer to the “Credit 
ratings” sidebar).

Maturity breakdown of long-term straight debt portfolio
The graph below shows a contractual maturity breakdown 
of the portion of UBS’s long-term debt portfolio consisting of 
straight debt (and therefore excluding all structured debt, 
which is predominately booked as “financial liabilities desig-

nated at fair value”). This amounted to CHF 55 billion on 
31 December 2008, and is accounted for on the balance 
sheet as part of the CHF 197 billion shown on the “Debt is-
sued” line (which in addition includes money market paper 
issued and the December 2008 MCN issuance). UBS’s long-
term straight debt portfolio is composed of CHF 42 billion of 
senior debt (including both publicly and privately placed 
notes and bonds as well as Swiss cash bonds) and CHF 13 
billion of subordinated debt. CHF 5 billion, or 9%, of the 
positions mature during 2009.

Credit ratings

As of 31.12.08 Moody’s Standard & Poor’s Fitch Ratings

Rating Outlook Rating Outlook Rating Outlook

Long-term rating Aa2 stable A+ stable A+  stable

Short-term rating P–1  stable A–1 stable F1+  stable

Financial strength rating / Individual B–  stable B / C  stable 1

1 Fitch’s Individual rating was changed to C, rating watch negative, on 21 January 2009.
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Maturity analysis

On-demand and trading instruments

CHF billion

Instruments 
at cost and at 

fair value /  
level 1

Instruments 
at fair value /  

level 2

Instruments 
at fair value /  

level 3

Due 
within 

1 month

Due 
between 
1 and 3 
months

Due 
between 
3 and 12 

months

Due 
between 
1 and 5 

years
Due after 

5 years Total

Assets

Cash and balances with central banks 32.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 32.7

Due from banks 54.6 0.0 0.0 5.3 1.1 1.4 1.7 0.4 64.5

Cash collateral on securities borrowed 77.8 0.0 0.0 43.7 1.4 0.0 0.0 0.0 122.9

Reverse repurchase agreements 28.0 0.0 0.0 179.6 8.7 6.8 0.8 0.7 224.6

Trading portfolio assets 1 128.1 128.4 15.3 0.0 0.0 0.0 0.0 0.0 271.8

Trading portfolio assets pledged as collateral 1 25.4 13.2 1.6 0.0 0.0 0.0 0.0 0.0 40.2

Positive replacement values 1 5.1 811.2 37.8 0.0 0.0 0.0 0.0 0.0 854.1

Financial assets designated at fair value 2 1.1 0.1 0.0 1.5 0.5 1.0 4.0 4.7 12.9

Loans 71.4 0.0 0.0 71.8 33.1 32.6 80.5 50.9 340.3

Financial investments available-for-sale 0.0 0.5 1.1 1.4 0.8 0.2 0.1 1.1 5.2

Accrued income and prepaid expenses 0.0 0.0 0.0 6.1 0.0 0.0 0.0 0.0 6.1

Investments in associates 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.9 0.9

Property and equipment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 6.7 6.7

Goodwill and other intangible assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 12.9 12.9

Other assets 0.0 0.0 0.0 18.8 0.0 0.0 0.0 0.0 18.8

Total 31.12.08 424.1 953.5 55.9 328.2 45.5 42.1 87.1 78.3 2,014.8

Total 31.12.07 676.4 787.5 75.7 438.5 80.9 76.1 79.9 59.8 2,274.9

Liabilities

Due to banks 55.1 0.0 0.0 52.3 12.2 4.9 0.8 0.4 125.6

Cash collateral on securities lent 12.6 0.0 0.0 1.5 0.0 0.0 0.0 0.0 14.1

Repurchase agreements 8.6 0.0 0.0 82.6 5.7 5.1 0.3 0.3 102.6

Trading portfolio liabilities 1 33.9 27.5 1.0 0.0 0.0 0.0 0.0 0.0 62.4

Negative replacement values 1 4.9 812.0 35.0 0.0 0.0 0.0 0.0 0.0 851.9

Financial liabilities designated at fair value 3 0.0 0.0 0.0 0.6 7.8 20.7 37.2 35.3 101.5

Due to customers 208.6 0.0 0.0 206.1 34.3 16.2 0.5 9.1 474.8

Accrued expenses and deferred income 0.0 0.0 0.0 10.2 0.0 0.0 0.0 0.0 10.2

Debt issued 0.0 0.0 0.0 83.6 20.7 13.9 37.1 41.9 197.3

Other liabilities 13.1 0.0 0.0 20.9 0.0 0.0 0.0 0.0 34.0

Total 31.12.08 336.7 839.5 36.0 457.8 80.6 60.7 75.9 87.0 1,974.3

Total 31.12.07 501.9 465.0 16.8 671.4 190.7 167.8 106.5 111.0 2,231.1

Off-balance sheet 

Undrawn irrevocable facilities 4 59.9 0.0 0.0 0.2 0.0 0.1 0.1 0.0 60.3

1 Trading and derivative positions are presented in the first three columns of the table: “Instruments at cost and fair value / Level 1,” “Instruments at fair value / Level 2” and “Instruments at fair value /  
Level 3.” Management believes that such presentation most accurately reflects the short-term nature of trading activities. The contractual maturity of the instruments may, however, extend over signifi-
cantly longer periods. The breakdown of these positions into the fair value measurement categories of levels 1, 2 and 3 indicates the liquidity of the markets in which the financial instruments are traded 
and the availability of market observable inputs to measure these instruments (refer to “Note 27 Fair value of financial instruments” in the financial statements of this report). Contractual maturities of 
trading portfolio liabilities are: CHF 61.2 billion due within one month; and CHF 1.2 billion due between one month and one year.    2 The contractual redemption amount at maturity of financial assets 
designated at fair value approximates the carrying value as of 31 December 2008 and 31 December 2007.  3 Non-trading and non-derivative financial liabilities are categorized based on the earliest 
date on which UBS can be required to pay.  4 Excludes commitments from contingent claims (credit guarantees, performance guarantees and similar instruments, and documentary credits) of CHF 
18,494 million and commitments to acquire auction rate securities (ARS) of CHF 16,571 million on 31 December 2008. Refer to the “Exposure to auction rate securities” sidebar in the “Risk concentra-
tions” section of this report for more information.
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Credit ratings

Despite a 2008 full-year loss of slightly 
above CHF 20 billion, UBS maintained 
a sound and strong capital position as 
it believes that this is a key part of its 
value proposition for both clients and 
investors.
In July 2008, Moody’s Investors Service 
downgraded from “B” to “B–” the 
bank financial strength rating (BFSR) 
and from “Aa1” to “Aa2” the senior 
debt and deposit ratings of UBS AG, 
with a stable outlook for both ratings. 
In its comments, the agency said: 
“This downgrade reflects the chal-
lenges still facing the bank’s manage-
ment team to return UBS to a position 
of stability following the losses in its 
investment banking division. The 
bank’s financial performance and risk 
management since the onset of the 
financial crisis have been below the 
level expected of a B (BFSR) / Aa1 
(deposit & debt) rated bank.” Moody’s 
further said that “the bank has 
initiated many changes to senior 
management, risk management, and, 
more recently, corporate governance, 
but it is not yet clear whether these 
changes will be effective considering 
the complexity of the task. Moody’s 
considers the core wealth manage-
ment franchise to be resilient, and 
although the bank’s high profile 
difficulties have led to some outflows 
of assets under management, 
Moody’s considers that the bank’s 
franchise has not been permanently 
affected.”
In October 2008, Moody’s affirmed 
both the ratings of UBS AG and the 
stable outlook.
In December 2008, Standard & Poor’s 
Ratings Services (S&P’s) lowered its 
long-term counterparty credit rating on 
UBS AG to “A+” from “AA–”, 
following S&P’s global review of major 
mature-market financial institutions. 
The agency commented that the 
“rating actions on UBS reflect changes 
in our view of the level of risk associ-
ated with the range of activities 

pursued by major financial institutions. 
Moreover, we view the current 
downturn as being potentially longer 
and deeper than we had previously 
considered. Therefore, for UBS and 
most of its peers, we view asset quality 
as likely to weaken materially more 
than we had previously believed. In 
addition, the downgrade of the 
counterparty credit ratings on UBS 
reflects the outstanding challenges we 
believe it faces, which include: 
restoring its reputation, particularly 
among private banking clients; 
completing the repositioning of the 
investment bank; resolving regulatory 
and legal cases, particularly the US 
governmental investigation into 
cross-border private banking services 
provided to US clients; and managing 
down risk concentrations not included 
in the transaction with the SNB, 
particularly the exposure to monoline 
bond insurers. The ratings on UBS 
recognize both the Group’s intrinsic 
credit profile and extraordinary external 
support from the Swiss government 
and the SNB. Specifically, the long-term 
issuer credit rating incorporates a 
two-notch uplift from UBS’s stand-
alone credit profile in recognition of 
the significantly beneficial external 
support provided to it. We expect that 
additional external support would be 
extended, if required, reflecting UBS’s 
high systemic importance within 
Switzerland.” S&P’s further commented 
that the ratings on UBS remain 
underpinned by a number of factors: 
“the asset-gathering businesses remain 
strongly cash-generative; having started 
earlier than most peers, UBS appears 
more advanced in deleveraging and 
managing costs in its investment bank; 
UBS appears committed to a strong 
regulatory capital position, and its 
recent CHF 6 billion issue of mandatory 
convertible notes (MCNs) to the Swiss 
Confederation offsets the dilutive 
effect on the tier 1 ratio of the SNB 
transaction; UBS’s funding and liquidity 

position has, in our view, remained 
relatively robust, and is further 
enhanced by the cash received from 
the SNB transaction.”
In February 2009, S&P’s affirmed the 
ratings of UBS AG and the stable 
outlook.
In October 2008, Fitch Ratings 
downgraded UBS AG’s long-term 
issuer default ratings (IDRs) from 
“AA–” to “A+” and UBS’s individual 
rating from “B” to “B / C”, comment-
ing: “the stable outlooks and affirma-
tion of the short-term IDRs reflect 
Fitch’s belief that the measures taken 
to de-risk and recapitalize the bank 
should enable UBS to draw a line 
under the problems that have taken 
their toll over the past 15 months. 
Nevertheless, management faces 
challenges in reshaping the investment 
bank and delivering stable and 
sustainable earnings in difficult market 
conditions with a refocused, lower-risk 
strategy.”
In January 2009, Fitch Ratings 
downgraded UBS AG’s individual 
rating to “C” from “B / C” and placed 
it on rating watch negative (RWN), 
while the bank’s long-term IDR and 
short-term IDR have been affirmed at 
“A+” and “F1+” respectively. 
On 5 March 2009, Fitch Ratings 
affirmed the long-term and short-
term IDRs of UBS AG (UBS) at “A+” 
and “F1+” respectively. The IDR 
outlooks are stable, reflecting Fitch’s 
view of continued official support 
being available. The agency has 
downgraded UBS’s individual rating to 
“D” from “C” reflecting Fitch’s 
concerns over the medium-term 
earnings outlook for the bank amid 
persistently challenging market 
conditions, and the impact  
of ongoing reputational and litigation 
issues on the stability of UBS’s key 
private banking and wealth manage-
ment franchise. The rating watch 
negative (RWN) on the individual 
rating has been removed. 
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Management of non-trading interest rate risk

UBS’s largest non-trading interest rate exposures arise with-
in the Global Wealth Management & Business Banking 
business division. These risks are transferred from the origi-
nating business into one of two centralized interest rate risk 
management units: Group Treasury or the Investment 
Bank’s foreign exchange and money market (FX&MM) unit. 
These units manage the risks on an integrated basis, ex-
ploiting the full netting potential across risks from different 
sources.

Risks from fixed-maturity, short-term Swiss franc and all 
non-Swiss franc transactions are generally transferred to 
FX&MM. Risks from Swiss franc transactions with fixed ma-
turities greater than one year are transferred to Group Trea-
sury by individual back-to-back transactions. These fixed-rate 
products do not contain embedded options such as early 
prepayment that would allow customers to prepay at par. All 
prepayments are therefore subject to market-based unwind-
ing costs.

Current and savings accounts and many other retail prod-
ucts of Global Wealth Management & Business Banking 
have no contractual maturity date or direct market-linked 
rate, and therefore their interest rate risk cannot be trans-
ferred by simple back-to-back transactions. Instead, they are 
transferred on a pooled basis via “replicating” portfolios. A 
replicating portfolio is a series of loans or deposits at market 
rates and fixed terms between the originating business unit 
and Group Treasury, structured to approximate, on average, 
the interest rate cash flow and repricing behavior of the 
pooled client transactions. The portfolios are rebalanced 
monthly. Their structure and parameters are based on long-
term market observations and client behavior, and are regu-
larly reviewed and adjusted as necessary. The originating 
business units are thus immunized as far as possible against 
market interest rate movements, but retain and manage 
their product margin.

A significant amount of interest rate risk also arises from 
the financing of non-monetary related balance sheet items, 
such as the financing of bank property and equity invest-
ments in associated companies. These risks are generally 
transferred to Group Treasury through replicating portfolios 
which, in this case, are designed to approximate the funding 
profile mandated by senior management.

Group Treasury manages its residual open interest rate 
exposures, taking advantage of any offsets that arise be-
tween positions from different sources, within its approved 
market risk limits (Value at Risk (VaR) and stress loss). The 
preferred risk management instrument is interest rate swaps, 
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d for which there is a liquid and flexible market. All transac-

tions are executed via the Investment Bank – Group Treasury 
does not directly access the external market.

➔	Refer to the “Market risk” section of this report for further 

details on UBS’s market risk measures and controls

Market risk arising from management of  
consolidated capital

UBS is required, by international banking regulations (Bank 
for International Settlements regulations), to hold a mini-
mum level of capital against assets and other exposures (risk-
weighted assets). The relationship between UBS’s capital and 
its risk-weighted assets, the BIS tier 1 ratio, is monitored by 
regulators and analysts and is a key indicator of its financial 
strength.

The majority of UBS’s capital and many of its assets are 
denominated in Swiss francs, but the Group also holds risk-
weighted assets and some eligible capital in other curren-
cies, primarily US dollar, euro, UK sterling and Brazilian real. 
Any significant depreciation of the Swiss franc against these 
currencies would adversely impact the Group’s BIS tier 1 ra-
tio. Group Treasury’s mandate is therefore to minimize ad-
verse currency impacts on this ratio and to generate an in-
come flow from the capital. This mandate determines a 
currency, tenor and product mix – a target profile – against 
which Group Treasury manages the Group’s capital.

On an overall Group basis, Group Treasury’s target profile 
is based on a currency mix which broadly reflects the cur-
rency distribution of the consolidated risk-weighted assets, 
using products and tenors which generate the desired in-
come stream. As the Swiss franc depreciates (or appreciates) 
against these currencies, the consolidated risk-weighted as-
sets increase (or decrease) relative to UBS’s capital. These 
currency fluctuations also lead to translation gains (or losses) 
on consolidation, which are recorded through equity. Thus, 
UBS’s consolidated equity rises or falls in line with the fluc-
tuations in the risk-weighted assets, protecting the tier 1 ra-
tio. The capital of the parent bank itself is held predomi-
nantly in Swiss francs in order to avoid any significant  effects 
of currency fluctuations on its standalone financial results.

The capital of the parent bank and its subsidiaries is 
placed in the form of interest-bearing cash deposits inter-
nally within the Group, primarily with the Investment Bank’s 
FX&MM unit. Where necessary, Group Treasury also executes 
derivatives (mainly interest rate swaps) through the Invest-
ment Bank’s trading desks to achieve the target profile. 
FX&MM and the derivative trading units manage the resul-
tant cash and market risk positions as part of their normal  
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business activities and, in the case of FX&MM, within the ap-
proved liquidity and funding risk framework.

➔	Refer to the “Liquidity and funding management” section 

of this report for details on UBS’s liquidity and funding risk 

framework

For the purposes of measuring and managing Group Trea-
sury’s market risk position, the Group’s consolidated equity is 
represented in the treasury book by replicating portfolios (lia-
bilities) with the target currency and interest rate profile. The 
interest rate positions created by Group Treasury’s deposits 
with FX&MM or other units, and the associated derivatives, 
generally offset the interest rate risk of the replicating portfo-
lios. Any mismatches between the two are managed, togeth-
er with other non-trading interest rate risk positions, within 
Group Treasury’s market risk limits (VaR and stress loss).

The structural foreign currency exposures are controlled by 
senior management but are not subject to internal market risk 
limits and are not included in Group Treasury’s reported VaR.

Group Treasury interest rate risk development
In measuring Group Treasury’s interest rate risk – expressed 
as VaR – both the representation of the consolidated equity 
(replicating portfolios) and the deployment of the equity de-
scribed above are included in the calculations.
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On 31 December 2008, UBS’s consolidated equity was de-
ployed as follows: in Swiss francs (including most of the capi-
tal of the parent bank) with an average duration of approxi-
mately three years and an interest rate sensitivity of CHF 7.9 
million per basis point; in US dollars with an average duration 
of approximately four years and a sensitivity of CHF 8.0 million 
per basis point; in euro with an average duration of approxi-
mately three years and a sensitivity of CHF 0.7 million per basis 
point; and in UK sterling with a duration of approximately 
three years and a sensitivity of CHF 0.4 million per basis point. 
The interest rate sensitivity of these positions is directly related 
to the chosen duration – targeting significantly shorter ma-
turities would reduce the apparent interest rate sensitivity but 
would lead to greater fluctuations in interest income.

Corporate currency management

UBS’s corporate currency management activities are de-
signed to reduce the impact of adverse currency fluctuations 
on its reported financial results, given regulatory constraints. 
UBS specifically focuses on three principal areas of currency 
risk management: match funding / investment of non-Swiss 
franc assets / liabilities; sell-down of non-Swiss franc profit 
and loss; and selective hedging of anticipated non-Swiss 
franc profit and loss.
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Group Treasury: Value-at-Risk (10-day, 99% confidence, 5 years of historical data)

Year ended 31.12.08 Year ended 31.12.07

CHF million Min. Max. Average 31.12.08 Min. Max. Average 31.12.07

Interest rates 8 54 19 26 9 55 17 54

Foreign exchange 3 93 26 10 1 87 18 21

Diversification effect 1 1 (10) (14) 1 1 (10) (14)

Total management VaR 10 97 34 28 10 92 25 61

1 As the minimum and maximum occur on different days for different risk types, it is not meaningful to calculate a portfolio diversification effect.
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Match funding and investment of non-Swiss franc 
 assets and liabilities
As far as it is practical and efficient to do so, UBS follows the 
principle of matching the currency of its assets with the cur-
rency of the liabilities which fund them – thus a US dollar 
asset is typically funded in US dollars, a euro liability is offset 
by an asset in euros, etc. This avoids profits and losses arising 
from retranslation at the prevailing exchange rates to the 
Swiss franc at each quarter end.

Sell-down of reported profits and losses
For accounting purposes, reported profits and losses are 
translated each month from the original transaction cur-
rencies into Swiss francs at the exchange rate prevailing at 
the end of the month. Group Treasury centralizes profits or 
losses in foreign currencies that arise in the parent bank, 
and sells or buys them for Swiss francs in order to eliminate 
earnings volatility which would arise from retranslation at 
different exchange rates of previously reported non-Swiss 
franc profits and losses. Other UBS operating entities fol-
low a similar monthly sell-down process into their own re-
porting currencies. Profits retained in operating entities  
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managed as part of UBS’s consolidated equity, as described 
earlier.

Hedging of anticipated future reported profits and losses
The monthly sell-down process cannot protect UBS’s earn-
ings from swings caused by a sustained depreciation against 
the Swiss franc of one of the main currencies in which UBS 
earns net revenues or by an appreciation of one in which it 
incurs significant net costs. 

The firm’s corporate currency management executes a 
dynamic and cost-efficient rollover hedge strategy on a por-
tion of the profits or losses that UBS anticipates for the next 
three months, on a rolling one-month basis.

Although intended to hedge future earnings, these trans-
actions are considered open currency positions. They are 
therefore subject to internal market risk VaR and stress loss 
limits.

In public segmental reporting, the profits and losses aris-
ing from the hedge strategy are shown as Corporate Center 
items, while the business division results are fully exposed to 
exchange rate fluctuations.
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Risk and treasury management
Treasury management

Sufficient capital must be in place to support business activi-
ties, according to both UBS’s own internal assessment and the 
requirements of its regulators, in particular its lead regulator 
the Swiss Financial Market Supervisory Authority (FINMA; un-
til 31 December 2008 Swiss Federal Banking Commission).

UBS aims to maintain sound capital ratios at all times, and 
it therefore considers not only the current situation but also 
projected developments in both its capital base and capital 
requirements. The main tools by which UBS manages the 
supply side of its capital ratios are active management of 
shares, capital instruments and dividend payments.

Capital adequacy management

Ensuring compliance with minimum regulatory capital re-
quirements and targeted capital ratios is central to capital 
adequacy management. In this ongoing process, UBS man-
ages towards tier 1 and total capital target ratios. In the tar-
get setting process UBS takes into account the regulatory 
minimum capital requirements, regulators’ expectations that 
UBS holds additional capital above minimum requirements, 
UBS’s internal assessment of aggregate risk exposure in 
terms of capital-at-risk (refer to “Earnings-at-risk and capi-
tal-at-risk” in the “Risk management and control” section of 
this report), the views of rating agencies, and comparison 
with peer institutions considering UBS’s business mix and 
market presence.

Regulatory requirements

On 1 January 2008, UBS adopted the Basel II capital frame-
work of the Basel Committee on Banking Supervision of the 
Bank for International Settlements (BIS). (Refer to the “Gen-
eral description of risk exposure measures and capital re-
quirements” in the “Basel II Pillar 3” section of this report for 
details regarding UBS’s implementation of Basel II.) The intro-
duction of Basel II led to a decrease in UBS’s overall capital 
requirements, as measured by risk-weighted assets (RWA). 
Eligible capital calculations have also been modified by the 
introduction of new deductions from tier 1 capital and total 
capital, resulting in lower eligible capital.

To allow for comparability, published RWA are determined 
according to the rules of the BIS Basel II framework. UBS’s 
regulatory capital requirements are based on the regulations 
of FINMA, which lead to higher risk-weighted assets com-
pared with BIS guidelines (refer to the additional capital 
management disclosure in the “Basel II Pillar 3” section of 
this report). Eligible capital is the same under BIS guidelines 
and FINMA regulations.
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In 2008, UBS complied with all externally imposed capital 
requirements.

Developments
As publicly announced, in fourth quarter 2008 FINMA en-
hanced the capital requirements under Basel II, Pillar 2, for 
UBS and Credit Suisse. The new regulatory measures will 
have to be implemented progressively until full applicability 
on 1 January 2013.

First, FINMA will increase the capital buffer (the regula-
tory excess capital expected to be held over and above the 
regulatory minimum requirement) from 20% to 50%–100% 
over the cycle. At the same time, FINMA will allow for en-
larged recognition of hybrid capital.

Second, FINMA will introduce a minimum leverage ratio, 
defining the minimum amount of tier 1 capital required for 
a given balance sheet size. For this calculation, the IFRS bal-
ance sheet is adjusted for a number of factors: replacement 
values determined according to the rules of IFRS are substi-
tuted by the corresponding values under Swiss Generally Ac-
cepted Accounting Principles (Swiss GAAP), allowing for in-
creased recognition of netting benefits, similar to US GAAP. 
Moreover, the Swiss loan book, certain cash and balances 
with central banks and specified reverse repurchase agree-
ments where the repurchase price is payable in Swiss francs 
will be excluded from the balance sheet. Furthermore, a 
number of adjustments will be made to avoid double-count-
ing of assets that are already deducted from tier 1 capital, 
most notably goodwill and intangible assets. FINMA will re-
quire a minimum leverage ratio of 3% on Group level, with 
an expectation that the ratio will be well above the minimum 
requirements in normal times.

The table on the next page shows the calculation of the 
FINMA consolidated leverage ratio as of 31 December 2008.

In January 2009, the Basel Committee on Banking Super-
vision issued consultative documents on proposed revisions to 
the Basel II market risk framework. Broadly, the committee 
aims to address perceived shortcomings of the current Value at 
Risk (VaR) framework, most notably by enhancing capital re-
quirements to incorporate effects of “stressed VaR” and by 
introducing new capital charges for price risks that are incre-
mental to any default and event risks already captured by VaR 
models used by banks. Furthermore, the Basel Committee also 
plans to update – for regulatory capital purposes – the prudent 
valuation guidance for illiquid positions accounted for at fair 
value. It is envisaged that the revised requirements will have 
to be implemented by the end of 2009 and 2010, respectively.

Finally, in January 2009 the Basel Committee issued a 
consultative document on further enhancements to the Ba-
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FINMA1 adjusted assets for leverage ratio calculation

CHF billion, except where indicated Average fourth quarter 2008

Total assets (IFRS) 2 prior to deductions 2,212

Less: difference between IFRS and Swiss GAAP positive replacement values 3 (653)

Less: loans to Swiss clients (excluding banks) (165)

Less: cash and balances with central banks (27)

Less: Other 4 (20)

Total adjusted assets 1,347

FINMA consolidated leverage ratio (%) 2.46
1 Swiss Financial Market Supervisory Authority (FINMA).  2 International Financial Reporting Standards.  3 The netting difference is disclosed in the «Off-balance sheet» section of this report.  4 Refer 
to the “Capital components” table for more information on deductions of assets from tier 1 capital.

sel II framework, with revised requirements for securitization 
exposures and, in particular, higher risk weights for re-secu-
ritization positions.

Capital ratios

The BIS ratios compare the amount of eligible capital (in total 
and tier 1) with the total of risk-weighted assets.

At year-end 2008, the BIS tier 1 ratio amounted to 
11.0% and the total capital ratio to 15.0%, compared with 
9.1% and 12.2%, respectively, under Basel I rules at year-
end 2007. In this period, risk-weighted assets declined 
from CHF 374.4 billion (Basel I) to CHF 302.3 billion, while 
tier 1 capital decreased from CHF 34.1 billion to CHF 33.2 
billion.

Eligible capital and capital ratios were restated following 
a change in accounting policy on pension and other post-
retirement benefit plans (refer to “Note 30 Pension and oth-
er post-retirement benefit plans” in the financial statements 
of this report for more information). Due to this restatement, 
tier 1 capital and total capital increased by approximately 
CHF 1.6 billion and the corresponding capital ratios by 40 
basis points at year-end 2007.

Capital requirements

UBS’s capital requirements are generally based on its consoli-
dated financial statements in accordance with IFRS. Under 
IFRS, subsidiaries and special purpose entities that are directly 
or indirectly controlled by UBS must be consolidated, where-
as for regulatory capital purposes, different consolidation 
principles apply. For example, subsidiaries that are not active 
in the banking and finance business are excluded. 

➔	Refer to the additional capital management disclosure in 

the “Basel II Pillar 3” section of this report
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On 31 December 2008 risk-weighted assets were CHF 
302.3 billion, compared with CHF 374.4 billion (Basel I) at 
year-end 2007. Figures by component are as follows:

Credit risk
Risk-weighted assets for credit risk amounted to CHF 222.6 
billion at 31 December 2008, compared with CHF 323.3 bil-
lion under Basel I on 31 December 2007. The introduction of 
Basel II led to considerably lower risk-weighted assets for cred-
it risk. However, the impact on individual business divisions 
varied: Global Wealth Management & Business Banking saw 
lower risk-weighted assets for customer loans, mortgages and 
lombard lending, while the Investment Bank was subject to 
higher capital requirements for over-the-counter (OTC) deriva-
tives and repo-style transactions (i.e. repurchase / reverse re-
purchase and securities, lending and borrowing transactions).

➔	Refer to the “Credit risk” section of this report for more 

information
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1 Prior to and including 4Q07 the capital ratios above are based on Basel I capital 
regulations, thereafter on Basel II rules.
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Capital adequacy

Basel II Basel I

CHF million, except where indicated 31.12.08 31.12.08 31.12.07

BIS tier 1 capital  33,154  35,671  34,101

of which hybrid tier 1 capital  7,393  7,393  6,387

BIS total capital  45,367  46,012  45,797

BIS tier 1 capital ratio (%) 11.0 9.8 9.1

BIS total capital ratio (%) 15.0 12.7 12.2

Credit risk 1  222,563  326,608  323,345

Non-counterparty related risk  7,411  8,826  8,966

Market risk  27,614  27,614  42,110

Operational risk  44,685 N/A N/A

Total BIS risk-weighted assets  302,273  363,048  374,421

1 Includes securitization exposures and equity exposures not part of the trading book and capital requirements for failed trades.

Risk and treasury management
Treasury management

Non-counterparty related assets
Risk-weighted assets for non-counterparty related assets 
amounted to CHF 7.4 billion at 31 December 2008, com-
pared with CHF 9.0 billion under Basel I on 31 December 
2007.

Market risk
In 2008, risk-weighted assets for market risk decreased by 
CHF 14.5 billion to CHF 27.6 billion on 31 December 2008, 
due to lower regulatory VaR. The decrease resulted primarily 
from the transfer of certain illiquid assets from the trading 
book to the banking book on 1 January 2008 and was par-
tially offset by increases in VaR following higher market vola-
tility and enhancements made to the VaR model.

➔	Refer to the “Market risk” section of this report for further 

information

Operational risk
The new Basel II capital requirement for operational risk 
amounted to risk-weighted assets of CHF 44.7 billion on 
31 December 2008.

➔	Refer to the “Operational risk” section of this report for 

further information

Eligible capital

The capital available to support risk-weighted assets – eligi-
ble capital – consists of tier 1 and tier 2 capital. Tier 1 capital 
is required to be at least 4% of risk-weighted assets and to-
tal capital (tier 1 plus tier 2) at least 8%. To determine eligi-
ble tier 1 and total capital, adjustments have to be made to 
shareholders’ equity as defined under IFRS, most notably by 
deducting goodwill and investments in unconsolidated enti-
ties engaged in banking and financial activities.
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Tier 1 capital / UBS shares
On 31 December 2008, the regulatory eligible tier 1 capital 
was CHF 33.2 billion, down CHF 0.9 billion compared with 
year-end 2007. This is the net effect of: CHF 21.3 billion in 
losses incurred during 2008; reversal for capital purposes of 
CHF 4.5 billion gains recognized under IFRS related to the 
accounting for the mandatory convertible notes (MCNs) is-
sued in March and December 2008 (refer to the “IFRS equity 
to BIS tier 1 capital” section below for more information); 
CHF 3.8 billion reductions of capital related to own shares; 
CHF 2.9 billion losses recognized directly in equity; addition-
al deductions of CHF 2.6 billion for intangible assets and 
other Basel II deductions; and the reversal of CHF 2.3 billion 
of gains on own credit for capital purposes. These negative 
effects were compensated by the issue of CHF 13.0 billion 
MCNs on 5 March 2008, proceeds of EUR 1.0 billion from 
the issuance of perpetual preferred securities on 11 April 
2008, the net proceeds from the rights issue of CHF 15.6 bil-
lion on 17 June 2008, and the issuance of CHF 6.0 billion 
MCNs on 9 December 2008.

Hybrid tier 1 capital
Hybrid tier 1 instruments are perpetual instruments that 
can only be redeemed if they are called by the issuer. The 
payment of interest is subject to compliance with minimum 
capital ratios and any payment missed is non-cumulative. 
As of 31 December 2008, UBS’s hybrid tier 1 instruments 
amounted to CHF 7.4 billion. Under IFRS, these instruments 
are accounted for as equity attributable to minority inter-
ests.

Tier 2 capital
Tier 2 capital consists mainly of subordinated long-term debt 
that ranks senior to both UBS shares and hybrid tier 1 instru-
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ments but is subordinated to all senior obligations of UBS. 
Tier 2 capital accounted for CHF 12.2 billion in total capital 
as of year-end 2008.

➔	Refer to the “Shares and capital instruments” section of 

this report for details about UBS’s issuance of capital 

securities during 2008, including hybrid tier 1 instruments 

and tier 1 instruments

Intragroup transfer of capital
UBS enters into intragroup transactions in order to manage 
funding and capital of individual UBS entities. As at 31 De-
cember 2008, UBS was not aware of any material restric-
tions, or other major impediments, concerning the transfer 
of funds or regulatory capital within the Group apart from 
those which apply to these entities by way of local laws and 
regulations.

IFRS equity to BIS tier 1 capital

The key adjustments made to IFRS equity attributable to 
shareholders to determine tier 1 eligible capital result from:
– An increase in IFRS share premium of CHF 7.0 billion 

and retained earnings of CHF 3.8 billion from the rec-
ognition of CHF 13.0 billion MCNs issued in March 
2008, versus an increase of tier 1 capital (recognized in 
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d BIS share premium) by CHF 13.0 billion. Refer to “Note 

26 Capital increases and mandatory convertible notes” 
in the financial statements of this report for more infor-
mation.

– The different treatment of MCNs placed with the Swiss 
Confederation in December 2008 for IFRS and regulatory 
capital purposes: IFRS equity attributable to UBS share-
holders decreased overall by CHF 2.9 billion, which re-
flects the net effect of a reduction to share premium of 
CHF 3.6 billion and a positive impact on retained earnings 
of CHF 0.7 billion. In contrast, tier 1 capital increased by 
CHF 6.0 billion. Refer to “Note 26 Capital increases and 
mandatory convertible notes” in the financial statements 
of this report for more information.

– A negative impact on BIS share premium of CHF 0.9 bil-
lion from adjustments for the recognition of interest pay-
ments on both MCNs for capital purposes. 

– The inability to recognize, for tier 1 capital, fair value 
changes recorded directly in equity under IFRS from finan-
cial investments available-for-sale and cash flow hedges 
(reduction of CHF 1.3 billion).

– Further corrections in retained earnings for gains on own 
credit of CHF 3.0 billion relating to the application of the 
fair value option under International Accounting Stan-
dard (IAS) 39 for capital adequacy purposes. 

Capital components

Basel II Basel I

CHF million 31.12.08 31.12.08 31.12.07

Core capital prior to deductions 48,758 48,758 51,437

of which: paid-in share capital 293 293 207

of which: share premium, retained earnings, currency translation differences and other elements 41,072 41,072 44,842

of which: non-innovative capital instruments 1,810 1,810 340

of which: innovative capital instruments 5,583 5,583 6,047

Less: treasury shares / deduction for own shares 1 (1,488) 2 (1,488) (4,133)

Less: goodwill & intangible assets 3 (12,950) (11,600) (13,203)

Less: other Basel II deductions 4 (1,167) N/A

Total eligible tier 1 capital 33,154 35,671 34,101

Upper tier 2 capital 1,090 69 301

Lower tier 2 capital 12,290 12,290 13,770

Less: other Basel I deductions 5 N/A (2,018) (2,375)

Less: other Basel II deductions 4 (1,167) N/A

Total eligible capital 45,367 46,012 45,797

1 Consists of: i) net long position in own shares held for trading purposes; ii) own shares bought for cancellation (second trading line) and for unvested or upcoming share awards; iii) other treasury share 
positions net of delta-weighted obligations out of employee stock options granted prior to August 2006.  2 Netting of own shares with share-based payment obligations is subject to a grandfathering 
agreement with the Swiss Financial Market Supervisory Authority.  3 Includes under Basel I only goodwill and the portion of intangible assets exceeding 4% of tier 1 capital.  4 Positions to be de-
ducted as 50% from tier 1 and 50% from total capital mainly consist of: net long position of non-consolidated participations in the finance sector, first loss positions from securitization exposures, excess 
of expected losses above general provisions (AIRB), expected loss for equities (simple risk weight method).  5 Consists of the net long position of non-consolidated participations in the finance sector 
and first loss positions from securitization exposures.
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Risk and treasury management
Treasury management

– Removing minority interests of entities not consolidated 
for regulatory capital purposes, causing a further reduc-
tion of regulatory capital by CHF 0.5 billion. 

– A positive adjustment of CHF 1.7 billion primarily for the 
ability to net, for capital purposes, treasury shares held as 
hedges against obligations from employee stock options 
granted prior to August 2006.

Equity attribution framework

In first quarter 2008, UBS implemented a new framework 
for attributing equity capital to its businesses. This reflects 
UBS’s overarching objectives of maintaining a strong capital 
base and guiding businesses towards activities with the best 
balance among profit potential, risk and capital usage. In 
this framework, the Group Executive Board (GEB) attributes 
equity to the businesses after considering their risk expo-
sure, asset size, goodwill and intangible assets.

The design of the equity attribution framework enables 
UBS to:
– Calculate and assess return on attributed equity (RoaE) in 

each of its businesses. With effect from first quarter 2008, 
RoaE and return on BIS risk-weighted assets (RoRWA) are 
disclosed for all business groups and units and replace the 
previously disclosed “return on allocated regulatory capi-
tal” measure. 

– Integrate Group-wide capital management activities with 
those at business group and business unit level. 

– Measure performance in a consistent manner across busi-
ness divisions and business units. 

– Make better comparisons between the Group’s business-
es and those of competitors.
The framework operates as follows: First, each business is 

attributed an amount of equity equal to the average book 
value of goodwill and intangible assets, as reported for that 
business division or business unit according to IFRS. Next, the 
GEB considers a number of factors that drive required capi-
tal, including:
– Equity requirements based on aggregated risk exposure, 

including the potential for losses exceeding UBS’s earn-
ings capacity as defined by the firm’s “capital-at-risk” 
concept. 

– Regulatory capital requirements which are based on risk-
weighted asset usage of the businesses and also take into 
account the different market standards for tier 1 ratios 
associated with “pure-play” competitors of each of the 
businesses. 

– The asset size of the businesses.
After reviewing the results of this formulaic approach, 

the GEB makes adjustments to the final tangible equity at-
tribution to reflect the amount of equity it believes is ap-
propriate for each business. This assessment is based on the 

Reconciliation of International Financial Reporting Standards equity to BIS tier 1 capital

31.12.08

Basel II Basel I

CHF million IFRS 1 view
Reconciliation 

items BIS view BIS view

Share capital 293 0 293 293

Share premium 25,250 8,500 33,750 33,750

Net income recognized directly in equity, net of tax (4,335) (1,265) (5,600) (5,600)

Revaluation reserve from step acquisitions, net of tax 38 0 38 38

Retained earnings 14,487 (7,716) 6,771 6,771

Equity classified as obligation to purchase own shares (46) 46 0 0

Equity attributable to minority interests 8,002 (495) 7,507 7,507

Treasury shares / deduction for own shares (3,156) 1,668 2 (1,488) (1,488)

Mandatory convertible notes (MCNs) to the Swiss Confederation 0 3 6,000 6,000 6,000

Total equity / gross tier 1 including MCNs and hybrid tier 1 instruments 40,533 6,738 47,271 47,271

Less: goodwill, intangible assets and other Basel II deduction items (14,117) 4 (11,600) 5

Eligible tier 1 capital 33,154 35,671
1 International Financial Reporting Standards (IFRS).  2 Generally, treasury shares are fully deducted from equity under IFRS, whereas for capital adequacy purposes only the following positions in own 
shares are deducted: i) net long position in own shares held for trading purposes; ii) own shares bought for cancellation (second trading line) and for unvested or upcoming share awards; and iii) other 
treasury share positions net of delta-weighted obligations out of employee stock options granted prior to August 2006, subject to an interim agreement with the Swiss Financial Market Supervisory 
Authority.  3 Under IFRS, the recognition of the MCNs to the Swiss Confederation reduced the share premium CHF 3.6 billion and increased retained earnings CHF 0.7 billion.  4 “Other Basel II deduc-
tion items” includes primarily 50% of the deductions for net long position of non-consolidated participations in the finance sector, first loss positions from securitization exposures, excess of expected 
losses above general provisions (AIRB), expected loss for equities (simple risk weight method).  5 Equals to goodwill and the intangible assets exceeding 4% of tier 1 capital.
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expectations of the business’s clients and the business envi-
ronment, including allowing for sufficient capital to sup-
port the business’s underlying risks and sustain extreme 
stress scenarios. The amount of equity attributed to all the 
businesses corresponds to the amount that UBS believes is 
required to maintain a strong capital base and support its 
businesses adequately. If the total equity attributed to the 
businesses differs from the Group’s actual equity during a 
particular period, the surplus or deficit is shown in the Cor-
porate Center.

As reflected in the table below, during 2008, the amount 
of average equity attributed to the Investment Bank was re-
duced by CHF 2 billion due to lower risk exposures. In the 
fourth quarter, the average equity attributed to Global 
Wealth Management & Business Banking grew by CHF 1 bil-
lion, mainly reflecting actual and projected increases in capi-
tal needs for operational risks in Wealth Management US. 
Global Asset Management’s average attributed equity was 
CHF 3 billion during 2008.

In the table below, equity attributable to UBS sharehold-
ers includes the CHF 13 billion nominal value of the MCNs 
issued in March 2008. However, the CHF 6 billion nominal 
value of the MCNs issued in December 2008 will be included 
in this figure only when the notes will be converted or if cer-
tain other conditions are met which make it appropriate to 
include the December 2008 MCNs in equity.

Average equity attributed

CHF billion 2008 4Q08 3Q08 2Q08 1Q08

Wealth Management International & Switzerland 6.1 6.0 5.9 6.2 6.3

Wealth Management US 7.3 8.3 7.6 6.8 6.6

Business Banking Switzerland 3.8 3.7 3.5 4.0 4.1

Global Wealth Management & Business Banking 17.3 18.0 17.0 17.0 17.0

Global Asset Management 3.0 3.0 3.0 3.0 3.0

Investment Bank 26.8 26.0 26.0 27.0 28.0

Corporate Center (10.7) (7.5) 0.2 (15.0) (20.5)

Equity attributable to UBS shareholders 36.3 39.5 46.2 32.0 27.5
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Shares

UBS shares and tier 1 capital
The majority of UBS’s tier 1 capital comprises share premi-
um and retained earnings attributed to UBS shareholders. 
As of 31 December 2008, total IFRS equity attributable to 
UBS shareholders amounted to CHF 32,531 million and 
was represented by a total of 2,932,580,549 issued UBS 
shares, of which 61,903,121 (2.1%) were held by UBS. 
Each outstanding share has a par value of CHF 0.10 and 
entitles the holder to one vote at the shareholders’ meeting 
and to a proportionate share of the dividend that is distrib-
uted. There are no preferential rights for shareholders and 
no other classes of shares are issued by the parent bank 
(UBS AG) directly.

In 2008, as part of UBS’s shareholder-approved recapital-

ization measures, the outstanding shares were increased by 
a total of 859,033,205 reflecting mainly the issuance of 
newly created shares for the stock dividend (98,698,754 
shares) and for the capital increase by means of a rights of-
fering (760,295,181 shares). For the stock dividend, each 
share held on 25 April 2008 was allocated one entitlement. 
Twenty of those entitlements gave the holder the right to 
receive one UBS share for free on 19 May 2008. For the sub-
sequent capital increase by means of a rights offering, share-
holders were allotted one subscription right per share held 
on 26 May 2008. For every 20 of those rights, shareholders 
were entitled to buy seven shares at CHF 21.00 on 17 June 
2008. As a result of the latter rights offering, a net total of 
CHF 15.6 billion of new capital was received. At the time of 
issuance this was equal to an increase of approximately 4.8% 
in UBS’s tier 1 ratio.

Shares and capital instruments

Shareholder-approved issuance of shares

Maximum number 
of shares to be 

issued

Year approved by 
shareholder 

general meeting

% of shares issued
(including MCNs 1)

31.12.08

Authorized capital

Stock dividend 2007 (not used) 5,001,246 2008 13.99

Conditional capital

March 2008 MCNs 277,750,000 2008 7.77

December 2008 MCNs 365,000,000 2008 10.21

Employee equity participation plans of UBS AG 149,994,296 2006 4.20

Employee stock ownership plan of former PaineWebber 100,415 2000 0.00

1 Mandatory convertible notes.

Shares

For the year ended

Number of shares 31.12.08

Balance at the beginning of the year 2,073,547,344

Issue of shares for stock dividend 98,698,754

Issue of shares for capital increase (rights offering) 760,295,181

Issue of shares for employee options 39,270

Balance at the end of the year 2,932,580,549
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Holding of UBS shares

UBS holds its own shares for three main purposes: Group 
Treasury holds shares to cover employee share and option 
programs; it repurchases shares on a second trading line, 
where they are earmarked for cancellation purposes (the lat-
ter activity is temporarily suspended); and the Investment 
Bank holds shares, to a limited extent, for trading purposes 
where it engages in market-making activities in UBS shares 
and related derivative products.

The holding of treasury shares on 31 December 2008 
 decreased to 61,903,121 or 2.1% of shares issued, from 
158,105,524 or 7.6% on the same date one year prior.

In 2008, a total of 3.7 million employee options were ex-
ercised and an additional 63.0 million new options were 
granted. As of 31 December 2008, UBS was holding approx-
imately 48.9 million shares in Group Treasury and an addi-
tional 150 million unissued shares in conditional share capi-

tal that can be used to cover future employee option 
exercises, of which a total of 236 million were outstanding 
on 31 December 2008. At year-end 2008, the shares avail-
able covered all exercisable employee options.

The presentation in the table below shows the purchase 
of UBS shares by Group Treasury under buy-back programs 
at the stock exchange and does not include activities of the 
Investment Bank in UBS shares.

Treasury shares held by the Investment Bank
The Investment Bank, acting as liquidity provider to the 
 equity index futures market and as a market maker in UBS 
shares and derivatives, has issued derivatives linked to UBS 
stock. Most of these instruments are classified as cash-set-
tled derivatives and are held for trading purposes only. To 
hedge the economic exposure, a limited number of UBS 
shares are held by the Investment Bank.

Share buy-back programs

Program Announcement Beginning Expiration Cancellation

Maximum 
volume (in 

CHF billion)

Maximum 
volume  

(in millions 
of shares)

Amount 
(CHF billion)

Total shares 
purchased

Average 
price  

(in CHF)

Unutilized 
volume  

(CHF billion)

Unutilized 
volume  

(in millions 
of shares)

2000/2001 14.12.99 17.1.00 2.3.01 13.7.01 4.0 4.0 110,530,698 1, 2 36.18 1, 2 0

2001/2002 22.2.01 5.3.01 5.3.02 5.7.02 5.0 2.3 57,637,380 2 39.73 2 2.7

2002/2003 14.2.01 6.3.02 8.10.02 10.7.03 5.0 5.0 135,400,000 2 36.92 2 0

2002/2003 9.10.02 11.10.02 5.3.03 10.7.03 3.0 0.5 16,540,160 2 32.04 2 2.5

2003/2004 18.2.03 6.3.03 5.3.04 30.6.04 5.0 4.5 118,964,000 2 37.97 2 0.5

2004/2005 10.2.04 8.3.04 7.3.05 8.7.05 6.0 3.5 79,870,188 2 44.36 2 2.5

2005/2006 8.2.05 8.3.05 7.3.06 13.7.06 5.0 4.0 74,200,000 2 54.26 2 1.0

2006/2007 14.2.06 8.3.06 7.3.07 29.6.07 5.0 2.4 33,020,000 2 73.14 2 2.6

2007/2010 5 13.2.07 8.3.07 8.3.10 210.5 3 2.6 4 36,400,000 4 71.41 4 174.1 3

1 Restated to reflect 3:1 stock split on 16 July 2001.    2 Restated to reflect 2:1 stock split on 10 July 2006.    3 The 2007/2010 program was approved for a maximum of 210,527,328 shares, equal to 
10% of the outstanding shares on 31 December 2006. On 31 December 2007, the unutilized number of shares (174.1 million) multiplied by the prevailing market price of UBS shares of CHF 52.40 per 
share equaled an unutilized volume of approximately CHF 9.1 billion.  4 In 2007, 36,400,000 shares were repurchased under the 2007/2010 program for CHF 2.6 billion (at an average price of CHF 71.41 
per share). On 10 December 2007 the UBS Board of Directors communicated its decision that these shares will not be cancelled but will be rededicated as a measure to strengthen UBS’s capital.  5 This 
program is currently suspended.
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Capital instruments

Mandatory convertible notes
As part of the measures taken to strengthen its capital base 
in 2008, UBS issued two mandatory convertible notes 
(MCNs), with principal amounts of CHF 13 billion (MCN1) 
and CHF 6 billion (MCN2) respectively, in private placements 
to large institutional investors and the Swiss Confederation. 
To allow for the delivery of shares upon conversion of the 
MCNs, separate extraordinary general meetings of UBS 
shareholders were held on 27 February and 27 November 
2008 to approve the creation of conditional capital for this 
purpose. The shareholders approved a maximum number of 
277.8 million UBS shares to be delivered under the first is-
sued MCN and 365 million UBS shares to be delivered under 
the second MCN. The initial investors in the MCNs are al-
lowed to sell or transfer the instruments without restrictions 
to other investors. The share capital will be increased upon 
voluntary or mandatory conversion of the MCNs. The future 
mandatory capital increase allows the full proceeds to be 
counted as tier 1 capital for regulatory capital purposes from 
the date of issuance.

MCNs are a special type of equity-linked security that will 
never be redeemed in cash but rather, upon maturity or ear-
ly conversion, will automatically convert into shares of the 
note issuer or an affiliated company. The number of shares 
to be delivered depends on the conversion price, and will 
vary according to the precise terms (see below). The MCNs 
issued by UBS contain provisions allowing early conversion at 
the option either of the holders or of UBS.

Throughout the lifetime of the MCNs, the holders will re-
ceive an annual coupon based on the nominal value of the 
MCNs. This annual coupon not only reflects the cost of capi-
tal but also compensates the noteholders for the value of 
options embedded in the structure, for instance for bearing 
the risk of a share price deterioration before conversion if the 
share price falls below the reference price described below, 
and for the fact that MCN holders only participate in the 
benefit of an increasing share price once the share price ex-
ceeds 117% of the reference price. The MCNs can be con-
verted at the earliest after a period of six months has elapsed 
following their issuance and they must be converted at the 
latest by maturity of the notes.

As of year end, holders of the March 2008 MCNs (or 
MCN1) are expected to receive in aggregate a fixed number 
of 270.4 million UBS shares at conversion or settlement inde-
pendently of the UBS share price development, whereas un-
der the terms of the second issuance (the December 2008 
MCNs or MCN2) holders will receive a variable number of 
shares. At or below a UBS share price of CHF 18.21, the De-
cember 2008 MCNs will be converted into a maximum of 
329.4 million UBS shares. Should the UBS share price rise 
above this level, the holders would receive a lower number of 
shares and the minimum would be reached with a share price 

of CHF 21.31. Thereafter, a further increase in price leads to 
an incremental increase in shares delivered, provided however 
that the total number of shares to be issued will not exceed 
the maximum number of shares (see the graphs on the next 
page).

Hybrid tier 1 capital
Hybrid tier 1 instruments represent innovative and non-inno-
vative perpetual instruments and made up approximately 
21.5% of adjusted core capital on 31 December 2008. They 
are accounted for under minority interests in the IFRS equity. 
In 2008, UBS raised EUR 1 billion of capital preferred securi-
ties issued by UBS Capital Securities (Jersey) Ltd. The instru-
ment bears an 8.836% coupon and is callable in 2013. As of 
31 December 2008, UBS had issued a total of CHF 7,393 
million of such instruments in various currencies. Hybrid tier 
1 instruments are perpetual instruments which can only be 
redeemed if they are called by the issuer. If such a call is not 
exercised at the respective call date, the terms might include 
a change from fixed to floating coupon payments and, in the 
case of innovative instruments only, a limited step-up of the 
interest rate. Non-innovative instruments do not have a step-
up of the interest rate and are therefore viewed as having a 
higher equity characteristic for regulatory capital purposes. 
The instruments are issued either through trusts or subsidiar-
ies of UBS and rank senior to UBS shares in dissolution. Pay-
ments under the instruments are subject to adherence to 
minimum capital ratios by UBS. Any payment missed is non-
cumulative. 

Tier 2 capital
The major element in tier 2 capital consists of subordinated 
long-term debt. Tier 2 instruments have been issued in vari-
ous currencies and with a range of maturities across capital 
markets globally. They accounted for CHF 12,290 million in 
total capital as of year-end 2008. Tier 2 instruments rank 
senior to both UBS shares and to hybrid tier 1 instruments 
but are subordinated to all senior obligations of UBS.

Distributions to shareholders

The decision whether to pay a dividend and the level of the 
dividend are dependent on UBS’s targeted capital ratios and 
its cash flow generation. The decision on dividend payments 
is proposed by the Board of Directors (BoD) to the sharehold-
ers and is subject to their approval at the annual general 
meeting. The BoD has decided not to propose any dividend 
for the financial year 2008.

Distribution to shareholders in 2008 – stock dividend
At the extraordinary general meeting of 27 February 2008, 
the shareholders approved distribution of a stock dividend 
offering the opportunity to obtain sale proceeds comparable 
with the cash dividend paid in previous years. One entitle-
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Conversion price and number of shares

Coupon
Amount 

(CHF billion) Issuance date Conversion period / maturity
Conversion price per 

UBS share (CHF)
Conversion into  

numbers of UBS shares

MCN 1 9% 13.0 5.3.08 6.9.08 5.3.10 48.07 1 270,438,942

MCN 2 12.50% 6.0 9.12.08 9.6.09 9.6.11 18.21 2 329,447,681

21.31 2 281,579,096

additional shares  
if above 21.31  3

1 Adjusted for dilution effects on the capital increase.  2 Conversion price between CHF 18.21 and CHF 21.31 (rounded) results in a variable number of shares between 329,447,681 and 
281,579,096.  3 Approxi mately CHF 48 million countervalue in additional UBS shares per CHF 1 increase in the UBS share price.
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ment was allocated to each share outstanding after the close 
of business on the record date of 25 April 2008. Twenty en-
titlements gave the holder the right to receive one additional 
UBS share for free.

This stock dividend was tax-efficient for many sharehold-
ers resident in Switzerland and those in many other coun-
tries. Unlike a cash dividend, where the Swiss withholding 
tax of 35% is deducted from the gross amount payable, the 

stock dividend was allocated to shareholders without deduc-
tion of Swiss withholding tax.

Compared with the cash dividend, a stock dividend is also 
more beneficial for UBS’s (tier 1) capital base. Cash dividend 
payments are deducted from the firm’s net profits and retained 
earnings, which are major components of its core (tier 1) capi-
tal. In contrast, by issuing new shares in lieu of a dividend cash 
payment, the level of UBS’s (tier 1) capital base is maintained.
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UBS shares are listed on the SIX Swiss Exchange (traded on 
SWX Europe), the New York Stock Exchange and the Tokyo 
Stock Exchange.

➔	Refer to the “Capital structure“ section of this report for 

more information on UBS shares including par value, type 

and rights of security

2008 saw the unfolding of a global financial crisis and a 
marked global economic slowdown, with falling prices in 
nearly every asset class. Concerns that the deterioration in 
the US housing market seen in 2007 would spread to the 
general consumer area materialized as consumer confidence 
reached new lows and several western economies fell into 
recession. Government central banks and regulators joined 
forces in a global policy response to stabilize and provide li-
quidity to a financial system that, in the opinion of many, 

nearly collapsed in the second part of the year. Capital injec-
tions, the partial or full nationalization of several financial 
institutions and sharp reductions in interest rates did not, 
however, restore confidence and liquidity in the short term 
and credit markets remained paralyzed for most of 2008. 
Emerging markets suffered and commodities prices saw a 
sharp reversal and falling prices in the second half of 2008.

Corporate earnings deteriorated at a fast pace during 
2008 and entire segments of the economy entered 2009 
with a very uncertain outlook. Worldwide stock markets 
dropped significantly during the year, with the financial sec-
tor most hit: the Dow Jones Banks Titans 30 Index dropped 
58%, the MSCI World index closed down 42%, the Dow 
Jones Industrial Average closed down 34% and the S&P 500 
closed down 38%.

UBS shares in 2008
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“Note 8 Earnings per share (EPS) and shares outstanding” in the financial statements of 
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Ticker symbols

Trading exchange Bloomberg Reuters

SWX Europe UBSN VX UBSN.VX

New York Stock Exchange UBS US UBS.N

Tokyo Stock Exchange 8657 JP 8657.T

Security identification codes
ISIN CH0024899483

Valoren 2.489.948

Cusip CINS H89231 33 8
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First quarter 2008

2008 continued in the same vein as the closing months of 
2007, with growing concerns over contagion from real es-
tate losses to the real economy. At the end of January, UBS 
pre-announced its fourth quarter 2007 results as a loss of 
CHF 12.5 billion. In March, UBS’s peer Bear Stearns ap-
proached bankruptcy as it suffered a liquidity crisis in the 
wake of speculation over growing losses. This put further 
pressure on industry stock prices as the quarter ended. The 
global banking sector and the broader global indices de-
clined by 13% and 10% respectively, while UBS underper-
formed the market with its shares declining 45%.

Second quarter 2008

The Bear Stearns bankruptcy and acquisition by JPMorgan 
announced in March proved somewhat purgative for the 
markets in the second quarter, which remained steady as 
expectations of a deep global recession were tempered. In 
the banking sector, however, reported losses mounted lead-
ing to capital-raising by a number of large international 
banks including UBS. Alongside the pre-anouncement of the 
first quarter results, a rights issue to raise approximately  
CHF 15 billion was announced together with a number of 
measures to reduce risks and costs and stabilize per formance. 
UBS performed in line with the global banking sector, down 
16% in the quarter while the broader indices remained gen-
erally flat.

Third quarter 2008

The third quarter of 2008 proved to be one of the most tu-
multuous in banking history. The collapse of Lehman Brothers 
in September triggered a series of banking failures and gov-
ernment rescues which brought the global banking system 
close to breaking point. Despite posting modest losses for the 
second quarter in August, UBS shares declined 14% in the 
quarter and underperformed the global banking sector, down 
2% in the wake of the failure of Lehman Brothers.

Fourth quarter 2008

The fourth quarter commenced with persistent concerted ef-
forts by central banks to maintain liquidity and, shortly after-
wards, a series of government-led programs to stabilize the 
banking system. As the prospect of a deep global recession 
loomed, central banks united to deliver their first ever coordi-
nated rate cut. UBS announced a further material risk reduction 
of its balance sheet through the transfer of risk assets to the 
Swiss National Bank as well as further strengthening its capital 
base through the issue of CHF 6 billion in mandatory convertible 
notes to the Swiss Confederation. UBS reported a modest prof-
it for the third quarter. Market volatility remained extreme with 
a slew of profit warnings and losses reported across the banking 
sector. UBS shares closed the quarter down 20%, outperform-
ing the global banking sector which fell 41% as well as the 
broader indices which declined by more than 20% on average.

Over the course of 2008 UBS shares declined 68%, un-
derperforming the global banking sector (down 58%), the 
MSCI and the S&P (down 42% and 38% respectively).

Share liquidity

During 2008, daily average volume in UBS shares on SWX 
Europe was 28.5 million shares. On the New York Stock 
 Exchange (NYSE), it was 2.1 million shares.

Because of the greater volume on SWX Europe, trading of 
UBS shares there is expected to remain the main factor 
 determining the movement in UBS’s share price.

During the hours in which both SWX Europe and NYSE 
are simultaneously open for trading (currently 3:30 p.m. to 
5:30 p.m. Central European Time), price differences are like-
ly to be arbitraged away by professional market-makers. The 
NYSE price will therefore typically be expected to depend on 
both the SWX Europe price and the prevailing US dol-
lar / Swiss franc exchange rate. When SWX Europe is closed 
for trading, traded volumes will typically be lower. However, 
the specialist firm making a market in UBS shares on the 
NYSE, Van der Moolen, is required to facilitate sufficient 
 liquidity and an orderly market in UBS shares.
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UBS share data

As of

Registered shares 31.12.08 31.12.07 31.12.06

Total ordinary shares issued 2,932,580,549 2,073,547,344 2,105,273,286

Treasury shares 61,903,121 158,105,524 164,475,699

Weighted average shares (for basic EPS 1 calculations) 2,769,575,922 2,165,301,597 2,221,591,786

Weighted average shares (for diluted EPS calculations) 2,770,727,478 2,166,768,923 2,309,834,516

For the year ended

CHF 31.12.08 31.12.07 31.12.06

EPS

Basic EPS (7.69) (2.42) 5.19

Basic EPS from continuing operations (7.74) (2.61) 4.83

Diluted EPS (7.69) (2.43) 4.99

Diluted EPS from continuing operations (7.75) (2.61) 4.64

1 Earning per share.

UBS shares and market capitalization

As of % change from

31.12.08 31.12.07 31.12.06 31.12.07

Share price (CHF) 1 14.84 46.60 65.86 (68)

Market capitalization (CHF million) 2 43,519 108,654 154,222 (60)
1 Historical share price adjusted for the rights issue and stock dividend.  2 Market capitalization calculated based on the total UBS ordinary shares issued times the UBS share price at period end.  
The total UBS ordinary shares as at 31 December 2008 does not reflect the 270.4 million UBS shares and the maximum of 329.4 million UBS shares to be issued through the conversion of mandatory 
convertible notes in the future. Refer to “Note 8 Earnings per share (EPS) and shares outstanding” in the financial statements of this report for details on shares outstanding for EPS.   

   Source: Bloomberg

Trading volumes

For the year ended

1000 shares 31.12.08 31.12.07 31.12.06

SWX total (SWX Europe) 7,174,486 4,079,863 2,731,841

SWX daily average (SWX Europe) 28,584 16,451 10,884

NYSE total 539,856 304,446 214,912

NYSE daily average 2,134 1,213 853

   Source: Reuters
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Stock exchange prices1

SIX Swiss Exchange New York Stock Exchange

High (CHF) Low (CHF) Period end (CHF) High (USD) Low (USD) Period end (USD)

2008 45.98 10.67 14.84 46.40 8.33 14.30

Fourth quarter 2008 24.00 10.67 14.84 21.30 8.33 14.30

December 16.28 12.63 14.84 14.30 10.89 14.30

November 19.90 10.67 15.15 17.85 8.33 12.74

October 24.00 14.20 19.35 21.30 12.28 16.90

Third quarter 2008 25.76 15.18 18.46 23.07 12.22 17.54

September 25.76 15.18 18.46 22.59 12.22 17.54

August 24.40 19.43 24.14 22.17 18.62 21.89

July 24.44 17.52 20.38 23.07 17.90 19.39

Second quarter 2008 35.11 20.96 21.44 36.02 20.41 20.66

June 27.14 20.96 21.44 25.72 20.41 20.66

May 35.11 24.60 25.10 35.21 23.58 23.66

April 34.48 25.44 32.68 36.02 30.87 33.59

First quarter 2008 45.98 21.52 25.67 46.40 22.33 28.80

March 30.65 21.52 25.67 32.24 22.33 28.80

February 41.16 30.10 30.56 42.42 32.20 32.34

January 45.98 33.65 39.42 46.40 38.05 41.29

2007 71.95 42.69 46.60 66.26 43.50 46.00

Fourth quarter 2007 61.05 42.69 46.60 58.01 43.50 46.00

Third quarter 2007 66.88 53.67 55.67 62.34 49.84 53.25

Second quarter 2007 71.55 63.72 65.46 66.26 58.73 60.01

First quarter 2007 71.95 59.76 64.21 64.30 55.40 59.43

2006 71.06 53.23 65.86 63.39 48.34 60.33

Fourth quarter 2006 71.06 62.88 65.86 63.39 58.50 60.33

Third quarter 2006 66.52 53.23 66.52 59.77 48.34 59.31

Second quarter 2006 66.97 54.31 59.32 61.70 49.36 54.85

First quarter 2006 64.05 55.60 63.39 55.55 48.66 54.99

2005 56.39 41.19 55.38 49.30 38.47 47.58

Fourth quarter 2005 56.39 46.52 55.38 49.30 40.73 47.58

Third quarter 2005 49.84 43.60 48.69 43.49 38.55 42.75

Second quarter 2005 45.68 41.37 44.27 43.06 38.47 38.93

First quarter 2005 46.70 41.19 44.71 45.10 39.61 42.20

2004 43.76 35.52 42.21 42.29 32.31 41.92

Fourth quarter 2004 42.81 37.09 42.21 42.29 34.94 41.92

Third quarter 2004 40.68 35.52 38.91 36.28 32.31 35.17

Second quarter 2004 43.76 39.06 39.06 38.09 34.05 35.53

First quarter 2004 43.14 37.40 41.65 39.70 33.35 37.25

1 Historical share price adjusted for the rights issue and stock dividend 2008.
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This section presents UBS’s Basel II Pillar 3 disclosures as of 
31 December 2008 and consists mainly of quantitative disclo-
sures complemented with explanatory text where needed.

➔	Qualitative disclosures related to the bank’s risk manage-

ment and control, definitions and risk exposures as well as 

capital management can be found in the “Risk manage-

ment and control” and “Treasury management” sections of 

this report

Risk and treasury management
Basel II Pillar 3

Introduction

On 1 January 2008, UBS adopted the revised capital frame-
work of the Basel Committee on Banking Supervision – Basel II 
– which introduced new and amended capital requirements 
for the different risk types and revised the calculation of eli-
gible capital.

The aim of Basel II Pillar 3 is to encourage market disci-
pline by allowing market participants to assess key pieces of 
information regarding the capital adequacy of banks via a 
set of disclosure requirements.

General description of risk exposure measures and 
capital requirements

Measures of risk exposure may differ depending on the 
purpose for which exposures are calculated: financial 
 accounting under International Financial Reporting Stan-
dards (IFRS) determination of regulatory capital, or UBS’s 
internal management. UBS’s Basel II Pillar 3 disclosures are 
based on the measures of risk exposure that are used to 
calculate the regulatory capital that is required to underpin 
those risks.

Basel II Pillar 3

UBS publishes Basel II Pillar 3 disclosures on a semi-annual basis. Year-end disclosures are contained within this 
report. Disclosure elements not covered in the “Risk management and control” and “Treasury management” 
sections are shown below.

Overview of disclosures

The following table provides an overview of UBS’s Basel II Pillar 3 disclosures:

Basel II Pillar 3 requirement Disclosure in the annual report

Capital structure “Capital management” section of this report

Capital adequacy “Capital management” and “Basel II Pillar 3” sections of this report

Risk management objectives, policies and methodologies (qualitative disclosures) “Risk management and control” section of this report

Credit risk “Basel II Pillar 3” section of this report

Investment positions “Basel II Pillar 3” section of this report

Market risk “Risk management and control” section of this report

Securitization “Basel II Pillar 3” section of this report

Operational risk “Risk management and control” section of this report

Under the advanced Internal Ratings Based (IRB) approach 
applied by UBS for the majority of its businesses, credit risk 
weights are determined by reference to internal counterpar-
ty ratings and loss-given default estimates. UBS uses internal 
models, approved by FINMA, to measure the credit risk ex-
posures to third parties on over-the-counter derivatives and 
repurchase-style (repo-style) transactions. For a subset of its 
credit portfolio, UBS applies the standardized approach (SA-
BIS), based on external ratings.

Securitization exposures in the banking book are treated 
under the Ratings Based Approach (RBA), applying risk-
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weights based on external ratings. Non-counterparty related 
assets such as UBS premises, other properties and equip-
ment require capital underpinning according to prescribed 
regulatory risk weights.

For market risk positions, UBS derives its regulatory capi-
tal requirement from its internal Value-at-Risk (VaR) model, 
which is approved by FINMA.

UBS has developed a model to quantify operational risk, 
which meets the regulatory capital standard under the Basel 
II Advanced Measurement Approach (AMA). 

Basel II requires deduction of some positions from eligible 
capital, most notably goodwill, intangible assets (excluding 
software), net long positions in non-consolidated participa-
tions in financial institutions and certain positions in securiti-
zation exposures.

The naming conventions for the “Exposure segments” 
used in the following tables are based on the BIS rules and 
differ from those under Swiss and EU regulations. “Sover-
eigns” under the BIS naming convention equate to “Central 
governments and central banks” as used under the Swiss 
and EU regulations. Similarly “Banks” equate to “Institu-
tions” and “Residential mortgages” equate to “Claims se-
cured on residential real estate”.

Additional capital management disclosures

Although UBS determines published risk-weighted assets 
(RWA) according to the Basel II Capital Accord (BIS guide-

lines), the calculation of UBS’s regulatory capital requirement 
is based on the regulations of FINMA, leading to higher 
RWA.

Generally, the scope of consolidation for purposes of cal-
culating these regulatory capital requirements follows the 
IFRS consolidation rules for subsidiaries directly or indirectly 
controlled by UBS AG which are active in the banking and 
finance business, but excludes subsidiaries in other sectors. 
The significant operating subsidiary companies in the Group 
consolidated for IFRS purposes are listed in “Note 34 Signifi-
cant subsidiaries and associates” in the financial statements 
of this report. More specifically, the main differences in the 
basis of consolidation for IFRS and regulatory capital pur-
poses relate to the following entity types and apply regard-
less of UBS’s level of control:
– Real estate and commercial companies as well as collec-

tive investment schemes are not consolidated for regula-
tory capital purposes but are risk-weighted.

– Insurance companies are not consolidated for regulatory 
capital purposes but are deducted from capital.

– Securitization vehicles are not consolidated for regulatory 
capital purposes but are treated under the securitization 
framework.

– Joint ventures that are controlled by two ventures are fully 
consolidated for regulatory capital purposes, whereas they 
are valued under equity method accounting for IFRS.
The “Detailed segmentation of required capital” table above 

provides a granular breakdown of UBS’s capital requirements.

Detailed segmentation of required capital

Basel II

31.12.08

CHF million Advanced Standardized Total

Credit risk 156,187 1 52,309 2 208,496

Sovereigns 9,393 803 10,196

Banks 23,924 4,286 28,209

Corporates 104,180 43,882 3 148,062

Residential mortgages 13,150 1,499 14,650

Other retail 5,510 1,833 7,342

Failed trades from non-delivery-versus-payment (non-DvP) transactions 30 7 37

Securitization exposures 6,202 6,202

Non-counterparty related risk 7,411 7,411

Equity exposures outside trading book 7,646 4 7,646

Settlement risk 219 219

Market risk 27,614 5 27,614

Operational risk 44,685 6 44,685

Total BIS risk weighted assets 242,334 59,939 302,273

Additional risk-weighted assets according to FINMA  regulations 7 32,620

Total FINMA 8  risk weighted assets 334,893 9

1 Advanced Internal Ratings Based approach (AIRB).  2 BIS defined standardized approach.    3 RWA for corporate exposures under the standardized  approach include lombard loans from Wealth Management 
 International & Switzerland and certain traded products, primarily relating to derivatives, from the Investment Bank.  4 Simple risk weight  method.  5 Value-at-Risk approach.  6  Advanced measurement approach 
(AMA).  7 Reflects an additional charge of 10% on risk-weighted assets (RWA) for credit risk for exposures treated under the standardized approach, a FINMA surcharge of 200% for RWA of non-counterparty 
 related assets and additional FINMA capital requirements for market risk.  8 Swiss Financial Market Supervisory  Authority (FINMA).  9 On 31 December 2008, the FINMA tier 1 ratio amounted to 9.9% and the 
FINMA total capital ratio to 13.5%. Taking into account the effects from the transitional provisions of the capital floor, which require that during the year 2008 Basel II capital requirements had to amount to at least 
90% of Basel I capital requirements, FINMA RWA would have increased CHF 67.7 billion, resulting in a FINMA tier 1 ratio of 8.2% and a FINMA total capital ratio of 11.3%.
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Credit risk

UBS’s Pillar 3 disclosure presents the details on the parame-
ters and input data used in its regulatory capital calculation. 
Although the parameters applied under the advanced IRB 
approach are generally determined using the same method-
ologies, data and systems as UBS uses for internal risk quan-
tification, there are nevertheless several differences due to 
regulatory floors, multipliers, eligibility criteria and exposure 
definitions that cause the figures presented in this section to 
deviate from the information disclosed within the “Risk 
management and control” section of this report. The regula-
tory capital calculation of credit risk exposure also differs 
from that required under IFRS. 

The Probability of Default (PD) and Loss Given Default 
(LGD) estimates applied in the regulatory capital calculation 
are the same as those used for internal risk quantification, 
with the regulatory prescribed exceptions of a PD floor of 
0.03% for non-sovereign exposures, an LGD floor of 10% 
for residential mortgages and a downturn LGD addressing a 
potential worsening of the economic cycle. However, be-
cause the regulatory exposure definitions are different from 
the internally applied exposure definitions for traded prod-
ucts, the rating and LGD distributions presented in this sec-
tion deviate from the information presented in the “Risk 
management and control” section of this report.

For banking products, there are no differences in the Ex-
posure at Default (EAD) calculation between the regulatory 
and the internal management views. However, due to some 
differences in the scope of consolidation and segmentation, 
the regulatory exposure reported for Pillar 3 purposes differs 
from the internal management view of credit exposures 
which is reported in the “Risk management and control” 
section of this report.

The regulatory exposure for traded products is predomi-
nantly calculated on the same systems using the same mod-
els that are used for internal risk quantification. However, 
whereas in the “Risk management and control” section of 
this report the maximum likely exposure is shown, this sec-
tion reports the respective regulatory exposure measures. 
For securities financing exposures, this is the Close-Out VaR 
measure as defined in paragraphs 178 to 181 of the Basel II 
framework. For derivative exposures, UBS has received ap-
proval from FINMA to apply the Effective Expected Positive 
Exposure (EPE) as defined in Annex 4 to the Basel II frame-
work. For a minor part of the portfolio, UBS also applies the 
Comprehensive Approach or the Current Exposure Method. 

In the tables in this section, the regulatory net credit ex-
posure shows the Basel II EAD after all collateral, netting and 
other eligible risk mitigants have been applied as specified by 
the relevant regulation. Certain Pillar 3 tables also require a 
regulatory gross credit exposure view, which differs for bank-

Derivation of risk-weighted assets

Exposure
Average regulatory 

risk-weighting 2
Risk-weighted 

assets 3

Less: regulatory 
credit risk offsets 
and adjustments 1CHF million

Regulatory gross 
credit exposure

Regulatory net 
credit exposure

Cash and balances with central banks 22,872 (70) 22,802 6% 1,349

Due from banks 33,884 (5,125) 28,759 25% 7,066

Loans 295,395 (21,117) 274,278 24% 66,547

Financial assets designated at fair value 11,803 (6,153) 5,649 20% 1,123

Off-balance sheet 4 45,589 (581) 45,008 34% 15,105

Banking products 409,542 (33,046) 376,496 24% 91,191

Derivatives 190,047 190,047 42% 79,663

Securities financing 63,825 63,825 16% 10,404

Traded products 253,872 253,872 35% 90,067

Trading portfolio assets 32,916 (68) 32,848 40% 13,255

Financial investments available-for-sale 5 3,027 3,027 15% 467

Accrued income and prepaid expenses 5,011 26 5,036 93% 4,665

Other assets 10,696 (28) 10,668 82% 8,814

Other products 51,650 (70) 51,579 53% 27,201

Total 31.12.08 715,064 (33,116) 681,947 31% 208,459
1 Regulatory credit risk offsets and adjustments mainly include margin accounts for derivatives.  2 The derivation of risk-weighted assets (RWA) is based on the various credit risk parameters of the 
advanced Internal ratings-based approach and the standardized approach respectively.  3 Failed trades are excluded (RWA of CHF 37 million).  4 Includes contingent claims and undrawn irrevocable 
credit  facilities.  5 Financial investments available-for-sale exclude equity positions.
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ing products in that cash balances in margin accounts are 
not offset with the corresponding traded products expo-
sures. This section also presents information on impaired and 
defaulted assets in a segmentation which is consistent with 
the regulatory capital calculation.

The table “Derivation of risk-weighted assets” on the 
previous page shows the derivation of risk-weighted assets 
from the regulatory gross credit exposure.

Regulatory gross credit exposure by geographical region

CHF million
Switzer-

land
Other 

Europe
North 

America 1
Latin 

America
Asia / 
Pacific

Africa / 
Middle 

East

Total regulatory 
gross credit 

exposure
Total regulatory 

net exposure

Cash and balances with central banks 6,015 8,957 2,309 35 5,555 22,872 22,802

Due from banks 898 15,253 12,512 126 4,648 448 33,884 28,759

Loans 163,351 31,579 76,661 5,312 15,251 3,242 295,395 274,278

Financial assets designated at fair value 73 2,317 9,144 24 219 25 11,803 5,649

Off-balance sheet 6,000 10,533 25,791 905 1,884 475 45,589 45,008

Banking products 176,337 68,639 126,417 6,402 27,556 4,190 409,542 376,496

Derivatives 10,659 79,629 80,127 1,468 15,423 2,740 190,047 190,047

Securities financing 16,645 18,033 26,030 124 2,931 62 63,825 63,825

Traded products 27,304 97,662 106,157 1,592 18,354 2,803 253,872 253,872

Trading portfolio assets 48 12,485 17,977 658 1,542 206 32,916 32,848

Financial investments available-for-sale 2 30 2,226 570 8 3 190 3,027 3,027

Accrued income and prepaid expenses 464 1,429 2,797 82 218 20 5,011 5,036

Other assets 4,593 1,852 3,736 145 363 6 10,696 10,668

Other products 5,135 17,992 25,080 893 2,126 422 51,650 51,579

Total regulatory gross credit exposure 31.12.08 208,777 184,294 257,654 8,887 48,037 7,415 715,064 681,947
1 North America includes the Caribbean.  2 Financial investments available-for-sale exclude equity positions.

Regulatory gross credit exposure by counterparty type

CHF million Private individuals Corporates 1

Public entities 
(including 

sovereigns and 
central banks)

Banks and 
multilateral 
institutions

Total regulatory 
gross credit 

exposure
Total regulatory 

net exposure

Cash and balances with central banks 22,402 470 22,872 22,802

Due from banks 758 33,127 33,884 28,759

Loans 157,265 129,701 8,430 295,395 274,278

Financial assets designated at fair value 6,484 29 5,290 11,803 5,649

Off-balance sheet 2,905 40,003 1,057 1,623 45,589 45,008

Banking products 160,170 176,188 32,675 40,510 409,542 376,496

Derivatives 1,422 115,140 27,929 45,555 190,047 190,047

Securities financing 882 31,458 5,256 26,229 63,825 63,825

Traded products 2,304 146,598 33,185 71,784 253,872 253,872

Trading portfolio assets 11,301 21,168 448 32,916 32,848

Financial investments available-for-sale 2 5 536 2,304 181 3,027 3,027

Accrued income and prepaid expenses 742 4,033 30 205 5,011 5,036

Other assets 1,795 5,356 265 3,280 10,696 10,668

Other products 2,542 21,226 23,767 4,114 51,650 51,579

Total regulatory gross credit  
exposure 31.12.08 165,016 344,012 89,627 116,408 715,064 681,947
1 Includes corporates and non-banks financial institutions.    2 Financial investments available-for-sale exclude equity positions.
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The “Regulatory gross credit exposure by geographical re-
gion” table on the previous page provides a breakdown of 
UBS’s portfolio by major types of credit exposure according 
to classes of financial instruments and also by geographical 
regions. The latter distribution is based on the legal domicile 
of the customer.

The table “Regulatory gross credit exposure by counter-
party type” on the previous page provides a breakdown of 
UBS’s portfolio by major types of credit exposure according 
to classes of financial instruments and also by counterparty 
type. The classification of counterparty type applied here is 
also used for the grouping of the balance sheet. Refer to the 
financial statements in this report for more information. The 
counterparty type is different from the Basel II defined expo-
sure segments used in certain other tables in this section.

The “Regulatory gross credit exposure by residual contrac-
tual maturity” table on the next page provides a breakdown 
of UBS’s portfolio by major types of credit exposure according 
to classes of financial instruments and also by maturity. The 
latter distribution is based on the residual contractual tenor.

The “Regulatory gross credit exposure covered by guar-
antees and credit derivatives” table on the next page  provides 
a breakdown of collateral information, showing  exposures 
covered by guarantees and those covered by credit deriva-
tives, according to Basel II defined exposure segments. These 
are defined as follows:
– Corporates: consists of all exposures that do not fit into 

any of the other exposure segments below. Mostly, it 
 includes private commercial entities such as corporations, 
partnerships or proprietorships, insurance companies, 
funds, exchanges and clearing houses.

– Sovereigns (“Central governments and central banks” 
under Swiss and EU regulations): consists of exposures 
relating to sovereign states and their central banks, the 
Bank for International Settlement (BIS), the International 

Monetary Fund (IMF), the European Union including the 
European Central Bank and eligible multilateral develop-
ment banks (MDB).

– Banks (“Institutions” under Swiss and EU regulations): 
consists of exposures towards banks, i. e. legal entities 
holding a banking license. It also includes those securities 
firms that are subject to supervisory and regulatory ar-
rangements comparable to those applied to banks ac-
cording to the Basel II Revised Framework, including, in 
particular, risk-based capital requirements. Basel II also 
defines this regulatory exposure segment such that it con-
tains exposures to public sector entities with tax raising 
power or whose liabilities are fully guaranteed by a public 
entity.

– Residential mortgages (“Claims secured on residential 
real estate” under Swiss and EU regulations): consists of 
residential mortgages, regardless of exposure size, if the 
obligor owns and occupies or rents out the mortgaged 
property.

– Other retail: consists of exposures to small businesses, 
private clients and other retail customers without mort-
gage financing. Notably, this includes the lombard loan 
portfolio.
The collateral amounts in the table reflect the values used 

for determining regulatory capital. However, UBS has en-
gaged in a substantial credit hedging program to reduce 
concentrated exposure to individual names or sectors or in 
specific portfolios, which is not fully reflected in the regula-
tory numbers in this section.

The “Derivation of regulatory net credit exposure” table 
on the next page provides a derivation of the regulatory net 
credit exposure from the regulatory gross credit exposure ac-
cording to the advanced IRB approach and the Standardized 
approach. The table also provides a breakdown according to 
Basel II defined exposure segments.
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Regulatory gross credit exposure by residual contractual maturity

CHF million
Due in  

1 year or less
Due over 

1–5 years
Due over 

5 years Other 1

Total 
regulatory 

gross credit 
exposure

Total 
regulatory 
net credit 
exposure

Cash and balances with central banks 22,872 22,872 22,802

Due from banks 2,240 1,638 377 29,629 33,884 28,759

Loans 118,100 78,699 44,905 53,690 295,395 274,278

Financial assets designated at fair value 2,677 3,987 4,664 475 11,803 5,649

Off-balance sheet 10,541 32,112 1,859 1,077 45,589 45,008

Banking products 133,559 116,436 51,805 107,743 409,542 376,496

Derivatives 73,386 47,130 69,412 120 190,047 190,047

Securities financing 17,511 8 719 45,586 63,825 63,825

Traded products 90,897 47,138 70,131 45,706 253,872 253,872

Trading portfolio assets 21,051 7,891 3,043 931 32,916 32,848

Financial investments available-for-sale 2 2,312 94 621 3,027 3,027

Accrued income and prepaid expenses 5,011 5,011 5,036

Other assets 85 10,611 10,696 10,668

Other products 23,448 7,985 3,664 16,553 51,650 51,579

Total regulatory gross credit exposure 31.12.08 247,904 171,558 125,600 170,001 715,064 681,947
1 Includes positions without an agreed residual contractual maturity, for example loans without a fixed term, on which notice of termination has not been given.    2 Financial investments available-for-
sale exclude equity positions.

Regulatory gross credit exposure covered by guarantees and credit derivatives

CHF million

Total regulatory 
gross credit 

exposure

Of which: exposure 
covered by 

guarantees 1

Of which: exposure 
covered by credit 

derivatives

Exposure segment

Corporates 338,370 3,373 28,156

Sovereigns 71,953 183 6

Banks 121,776 563 206

Residential mortgages 118,703 13

Other retail 64,262 169

Total regulatory gross credit exposure 31.12.08 715,064 4,302 28,368
1 Includes guarantees and stand-by-letters of credit provided by third-parties, mainly banks.

Derivation of regulatory net credit exposure

CHF million
Advanced IRB 1

approach
Standardized 

approach
Total  

31.12.08

Total regulatory gross credit exposure 618,333 96,731 715,064

Less: regulatory credit risk offsets and adjustments 2 (26,226) (6,891) (33,116)

Total regulatory net credit exposure 592,107 89,841 681,947

Breakdown of the regulatory net credit exposure by exposure segment

Corporates 237,704 48,618 286,321

Sovereigns 45,270 24,818 70,089

Banks 130,493 11,979 142,473

Residential mortgages 116,539 2,001 118,540

Other retail 62,101 2,424 64,525

Total regulatory net credit exposure 592,107 89,841 681,947
1 Internal ratings-based.  2 Regulatory credit risk offsets and adjustments mainly include margin accounts for derivatives.



182

Risk and treasury management
Basel II Pillar 3

Advanced internal ratings-based approach: regulatory net credit exposure by UBS-internal rating

UBS-internal rating Total  
regulatory  
net credit 
exposure 
31.12.08

Investment grade Sub-investment grade Defaulted 1

CHF million 0 / 1 2 / 3 4 / 5 6 – 8 9 –13

Regulatory net credit 
 exposure-weighted 
 average PD 0.011% 0.064% 0.269% 0.929% 5.376% 0.484%

Exposure segment

Corporates 19,978 102,563 47,706 43,562 17,694 6,202 237,704

Sovereigns 30,321 14,730 86 88 37 8 45,270

Banks 11,390 89,216 27,330 1,748 509 299 130,493

Residential mortgages 3 6,803 51,922 52,723 4,883 206 116,539

Other retail 47,797 7,039 4,529 1,807 928 62,101

Total 31.12.08 61,691 261,108 134,083 102,651 24,929 7,644 592,107
1 Values of defaulted derivative contracts are based on replacement values, including “add-ons” used in the calculation of regulatory capital.

Advanced internal ratings-based approach: exposure-weighted average loss given default by UBS-internal rating

UBS-internal rating Regulatory net credit  
exposure-weighted  

average LGD 1 (%) 
31.12.08

Investment grade Sub-investment grade

CHF million 0 / 1 2 / 3 4 / 5 6 – 8 9 –13

Regulatory net credit exposure-weighted average LGD (%)

Corporates 24 33 42 34 32 35

Sovereigns 26 61 36 37 20 37

Banks 22 25 32 36 15 26

Residential mortgages 10 10 10 11 11 11

Other retail 15 22 13 15 16

Average 31.12.08 25 28 26 21 26 26
1 Loss given default.

Advanced internal ratings-based approach: exposure-weighted average risk-weight by UBS-internal rating

UBS-internal rating Regulatory net credit  
exposure-weighted  

average risk-weight (%)  
31.12.08

Investment grade Sub-investment grade

CHF million 0 / 1 2 / 3 4 / 5 6 – 8 9 –13

Regulatory net credit exposure-weighted average risk-weight (%)

Corporates 11 14 53 61 108 39

Sovereigns 5 47 38 69 81 19

Banks 9 11 29 100 125 17

Residential mortgages 1 2 5 13 30 10

Other retail 3 15 16 30 8

Average 31.12.08 8 13 28 35 87 24

Advanced IRB approach
The upper part of the table “Advanced internal ratings-based 
approach: regulatory net credit exposure by UBS-internal rat-
ing” below provides a breakdown of the regulatory net credit 
exposure of UBS’s credit portfolio using the advanced IRB 
 approach according to UBS-internal rating classes.

The middle part of the table “Advanced IRB approach: 
exposure-weighted average loss given default by UBS-inter-
nal rating” provides a breakdown of the net exposure-

weighted average loss given default for UBS’s credit portfolio 
exposures calculated using the advanced IRB approach, 
 according to UBS-internal rating classes.

The lower part of the table “Advanced IRB approach: ex-
posure-weighted average risk-weight by UBS-internal rat-
ing” provides a breakdown of the net exposure-weighted 
average risk-weight for UBS’s credit portfolio exposures cal-
culated using the advanced IRB approach according to UBS-
internal rating classes.
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Standardized approach
The standardized approach is generally applied where it is 
not possible – usually for technical reasons – to use the ad-
vanced IRB approach and / or where an exemption from the 
advanced IRB has been granted by FINMA. The standardized 
approach requires banks to use risk assessments prepared by 
External Credit Assessment Institutions (ECAI) or Export 
Credit Agencies to determine the risk weightings applied to 
rated counterparties.

ECAI risk assessments are used by UBS to determine the 
risk weightings for the following classes of exposure:
– Central governments and central banks;
– Regional governments and local authorities;
– Multilateral development banks;
– Institutions; and
– Corporates.

UBS has selected three FINMA-recognized external credit 
assessment institutions for this purpose - Moody’s Investors 
Service, Standard and Poor’s Ratings Group and Fitch Group. 
The mapping of external ratings to the standardized ap-
proach risk weights is determined by FINMA and published 
on its website.

The “Regulatory gross and net credit exposure by risk 
weight under the standardized approach” table below pro-
vides a breakdown of the regulatory gross and net credit 
exposure by risk-weight for UBS’s credit portfolio exposures 
treated under the standardized approach, according to Basel 
II defined exposure segments.

The “Eligible financial collateral recognized under stan-
dardized approach” table below provides a breakdown of 
the financial collateral, which is eligible for recognition in the 
regulatory capital calculation under the standardized ap-
proach, according to Basel II defined exposure segments.

Regulatory gross and net credit exposure by risk weight under the standardized approach1

Total exposure

CHF million 0% >0% – 35% 36% – 75% 76% – 100% 150% 31.12.08

Regulatory gross credit exposure

Corporates 6,538 671 44,840 1,602 53,651

Sovereigns 23,884 149 26 825 1 24,885

Banks 8,086 4,492 1,068 8 13,654

Residential mortgages 1,068 997 2,065

Other retail 2,476 2,476

Total 31.12.08 23,884 14,773 8,732 47,731 1,612 96,731

Regulatory net credit exposure 2

Corporates 6,538 671 39,807 1,602 48,618

Sovereigns 23,884 149 26 758 1 24,818

Banks 7,478 3,425 1,068 8 11,979

Residential mortgages 1,004 997 2,001

Other retail 2,424 2,424

Total 31.12.08 23,884 14,165 7,550 42,630 1,611 89,841
1 The risk-weights are based on regulatory values or external ratings.  2 For traded products, the regulatory gross credit exposure is equal to the regulatory net credit exposure.

Eligible financial collateral recognized under standardized approach

CHF million
Regulatory net credit exposure 
under standardized approach

Eligible financial collateral 
recognized in capital

calculation1

Exposure segment

Corporates 48,618 8,911

Sovereigns 24,818 1,148

Banks 11,979 5,942

Residential mortgages 2,001 64

Other retail 2,424 648

Total 31.12.08 89,841 16,713
1 The eligible financial collateral reflects the impact of the application of regulatory haircuts. For traded products, it is the difference between the International Financial Reporting Standards’ reported 
values and the regulatory net credit  exposure.
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Impairment, default and credit loss
The “Impaired assets by geographical region” table below 
provides a breakdown of credit exposures  arising from im-
paired assets and allowances / provisions by geographical 
region, based on the legal domicile of the customer. Im-
paired asset exposures include loans, off-balance sheet 
claims, securities financing transactions and derivative con-
tracts.

The “Impaired assets by exposure segment” table on the 
next page shows a breakdown of credit exposures arising 
from impaired assets and allowances / provisions according 
to Basel II defined exposure segments. Impaired asset expo-

sures include loans, off-balance sheet claims, securities fi-
nancing transactions, and derivative contracts.

The “Changes in allowances, provisions and specific 
 credit valuation adjustments” table on the next page pro-
vides a breakdown of movements in the specific and collec-
tive allowances and provisions for impaired assets, including 
changes in the credit valuation allowance for derivatives.

The “Total credit loss at year-end 2008” table on the next 
page provides a breakdown of the credit loss amount 
charged against UBS’s income statement in 2008 according 
to Basel II defined exposure segments of the advanced  
IRB approach.

Impaired assets by geographical region

CHF million
Regulatory gross 

credit exposure Impaired assets 1

Specific 
allowances, 

provisions and 
credit valuation 

adjustments

Exposure net 
of specific 

allowances, 
provisions and 

credit valuation 
adjustments

Collective 
allowances and 

provisions

Total 
 allowances, 

provisions and 
specific credit 

valuation 
adjustments

Switzerland 208,777 1,534 (849) 684 (23) (873)

Other Europe 184,294 2,334 (1,138) 1,196 (1,138)

North America 2 257,654 10,053 (4,808) 5,245 (4,808)

Latin America 8,887 206 (56) 150 (56)

Asia / Pacific 48,037 1,387 (361) 1,027 (361)

Africa / Middle East 7,415 145 (41) 104 (41)

Total 31.12.08 715,064 15,658 (7,252) 8,406 (23) (7,275)
1 Values of defaulted derivative contracts (CHF 6,048 million) are based on replacement values and do not include “add-ons” used in the calculation of regulatory capital.  2 North America includes the 
Caribbean.
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Impaired assets by exposure segment

CHF million

Regulatory 
gross credit 

exposure

Of which 
impaired 

assets 1

Specific 
allowances, 

provisions 
and credit 
valuation 

adjustments

Collective 
allowances 

and 
provisions 2

Total 
allowances, 

provisions 
and specific 

credit 
valuation 

adjust-
ments2 Write-offs 3

Corporates 338,370 13,855 (6,777) (6,777) (714)

Sovereigns 71,953 16 (12) (12) (2)

Banks 121,776 139 (20) (20) (122)

Residential mortgages 118,703 352 (103) (103)

Other retail 64,262 1,296 (340) (340) (30)

Not allocated segment 4 (23) (23)

Total 31.12.08 715,064 15,658 (7,252) (23) (7,275) (868)
1 Values of defaulted derivative contracts (CHF 6,048 million) are based on replacement values and do not include “add-ons” used in the calculation of regulatory capital.  2 Collective credit valuation 
adjustments of CHF 6.1 billion are partially included in the upper tier 2 capital and therefore not included in this table.  3 The write-offs refer to the period from 1 January 2008 to 31 December 
2008.  4 Collective loan loss allowances and provisions are not allocated to individual counterparties and thus also not to exposure segments.

Changes in allowances, provisions and specific credit valuation adjustments

CHF million

Specific allowances 
and provisions for 
banking products 

and securities 
financing

Specific credit 
valuation 

adjustments for 
derivatives

Total specific 
allowances, 

provisions and 
credit valuation 

adjustments

Collective 
allowances and 

provisions 2 Total

Balance at the beginning of 2008 1,130 818 1,948 34 1,981

Write-offs (868) (868) (868)

Recoveries (on written-off positions) 44 44 44

Increase / (decrease) in credit loss allowances, provisions 
and specific credit valuation adjustments1 3,006 4,550 7,556 (11) 7,545

Foreign currency translations and other adjustments (42) (825) (867) (867)

Transfers (223) (337) (561) (561)

Balance at year-end 2008 3,047 4,205 7,252 23 7,276
1 Total credit loss (credit loss expense and changes in specific credit valuation adjustments).    2 Collective credit valuation adjustments of CHF 6.1 billion are partially included in the upper tier 2 capital 
and therefore not included in this table.

Total credit loss at year-end 2008

CHF million Credit loss expense

Specific credit valuation 
adjustmens for 

defaulted derivates Total credit loss

Corporates 1 2,564 4,117 6,681

Sovereigns

Banks 114 433 547

Residential mortgages (1) (1)

Other retail 342 342

Not specified 2 (24) (24)

Total 2,996 4,550 7,545
1 Includes credit losses from reclassified financial instruments, which amounted to CHF 1,329 million.    2 Includes collective loan loss allowances and provisions.
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Other credit risk tables
The “Credit exposure of derivatives instruments” table be-
low provides an overview of UBS’s credit exposures arising 
from derivatives. Exposures are provided based on the bal-
ance sheet carrying values of derivatives as well as regulatory 
net credit exposures. The net balance sheet credit exposure 
differs from the regulatory net credit exposures because of 
differences in valuation methods and the netting and collat-
eral deductions used for accounting and regulatory capital 
purposes. Specifically, net current credit exposure is derived 

Credit exposure of derivative instruments

CHF million 31.12.08

Gross positive replacement values 860,943

Netting benefits recognized1 (651,756)

Collateral held (51,765)

Net current credit exposure 157,422

Regulatory net credit exposure (total counterparty credit risk) 2 190,047

of which treated with internal models (effective expected positive exposure (EPE)) 2 164,707

of which treated with supervisory approaches (current exposure method) 2 25,340

Breakdown of the collateral held

Cash collateral 46,967

Securities collateral and debt instruments collateral (excluding equity) 4,246

Equity instruments collateral 121

Other collateral 430

Total collateral held 51,765
1 Derivatives exposure based on accounting definition (consolidation scope for capital) measured as gross positive replacement values with netting benefits from negative replacement values with the 
same counterparty.  2 Derivatives exposure is defined as regulatory net credit risk exposure.

Credit derivatives

Regulatory banking book Regulatory trading book Total

Notional amounts, CHF million
Protection 

bought
Protection 

sold Total
Protection 

bought
Protection 

sold Total 31.12.08

Credit default swaps 26,297 1,030 27,326 2,120,407 1,469,723 3,590,130 3,617,457

Total return swaps 1,166 1,166 15,060 7,819 22,879 24,044

Total 31.12.08 26,297 2,196 28,492 2,135,468 1,477,542 3,613,009 3,641,502
1 Notional amounts of credit derivatives are based on accounting definitions and do not include any netting benefits. For capital underpinning of the counterparty credit risk of derivative positions, the 
effective expected positive exposure (or current exposure method) is taken.

from gross positive replacement values, whereas regulatory 
net credit exposures is calculated using UBS internal credit 
valuation models.

The “Credit derivatives” table below provides an over-
view of UBS’s credit derivative portfolio by product group 
using notional values. The table also provides a breakdown 
of credit derivative positions used to risk manage UBS’s own 
credit portfolio (banking book for regulatory purposes) and 
those arising through intermediation activities (trading book 
for regulatory capital purposes).
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Investment positions

The “Equities disclosure for banking book positions” table 
below provides an overview of UBS equity investments held 
in the banking book for regulatory capital purposes. The cal-
culation of equity investment exposure for financial account-
ing under IFRS differs from that required for regulatory capi-
tal purposes. The table illustrates these two measures of 
exposure as well as the key differences between them. 

The IFRS view differs from the regulatory capital view pri-
marily due to: (i) differences in the basis of valuation, that is 
IFRS is based on “fair value accounting” whereas the “lower 
of cost or market value” (LOCOM) and “cost less impairment” 

is used for regulatory capital purposes; (ii) positions that may 
be treated under a different framework for regulatory capital 
purposes, for example tradable assets treated under Market 
Risk VaR; and (iii) differences in the scope of consolidation for 
IFRS, for example, special purpose entities consolidated for 
IFRS but not for regulatory capital purposes.

Also disclosed in the table are realized and unrealized gains 
and losses. There were no unrealized gains and losses that 
were not recognized either on the balance sheet or in the 
statement of income relating to “available for sale” invest-
ments designated at fair value. In addition there was no sig-
nificant disparity between the share prices of investment posi-
tions held in publicly quoted entities and their fair value. 

Equities disclosure for banking book positions

CHF million Book value 31.12.08

Equity investments

Financial investments available-for-sale 1,681

Financial assets designated at fair value 1,079

Investments in associates 892

Total equity investments under IFRS 3,653

Realized gains and (losses), net 815

Unrealized gains and (losses), net 421

Consolidation scope adjustment (80)

Capital view adjustments 405

Total equity exposure regulatory capital view under BIS 3,978

of which: to be risk weighted

publicly traded 1,423

privately held 1,681

of which: deducted from equity 874

Capital requirement

Total simple risk weight method 612

Unrealized gains included in tier 2 69
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Securitization

Sources and control of risks resulting from securitization 
structures
Historically UBS was involved in many aspects of the origina-
tion of securitization structures. This ranged from warehous-
ing assets as principal and for clients, the creation of securi-
tization vehicles, as well as underwriting, market-making 
and managing securitized assets. UBS retained securitization 
exposures in the form of senior or subordinated tranches 
(including first loss positions) and interest only strips. UBS 
also purchased third-party securitization positions as part of 
its trading activities. UBS has not, however, provided any ma-
terial liquidity facilities for securitization structures and has 
not acted as a sponsor of securitization schemes to purchase 
exposures from third-party entities.

UBS significantly reduced its exposures to securitization 
related assets in 2008 through a combination of asset sales 
and writedowns. As announced in October 2008 and Febru-
ary 2009, UBS is repositioning its Investment Bank to focus 
primarily on client activities. As part of this repositioning, the 
Investment Bank will largely exit its real estate and securitiza-
tion activities. Refer to the “Investment Bank” section of this 
report for more information. Remaining positions at 31 De-
cember 2008 that are treated under the securitization frame-
work for regulatory capital purposes include the global refer-
ence-linked note programs. These positions are subject to 
appropriate portfolio limits and risk controls. 

During 2008, UBS acquired student loan auction rate se-
curities (ARS) from its provision of liquidity to these markets 
by submitting bids to ARS auctions and from its commit-
ment to restore liquidity to client holdings of ARS. Refer to 
the “Exposure to auction rate securities” sidebar in the 
“Risk management and control” section of this report for 
more information. For regulatory capital purposes, expo-
sures from these positions are also treated as securitizations 
and are subject to appropriate portfolio limits and risk 
 controls.

Regulatory treatment of securitization
UBS generally treated exposures from securitization posi-
tions under market risk regulatory capital and any remaining 
securitization exposures that are still subject to this treat-
ment do not form part of this disclosure. Exposures from the 
global reference-linked note programs and certain originat-
ed traditional securitizations were treated under the securiti-
zation approach for regulatory capital and are therefore in-
cluded in this disclosure. 

In first quarter 2008 certain securitization exposures relat-
ing to illiquid US real estate positions (specifically super se-

nior US RMBS CDOs, sub prime and Alt A RMBS, and related 
hedges) were excluded from internal management and reg-
ulatory VaR and were therefore no longer treated under 
market risk regulatory capital. Refer to “VaR developments 
in 2008” in the “Risk management and control” section of 
this report for more information. These positions are treated 
under the standardized approach as agreed with FINMA and 
are therefore not included in this disclosure. 

UBS generally applies the Ratings Based Approach to se-
curitization exposures in the banking book using Moody’s, 
Standard & Poor’s and Fitch’s Ratings for all securitization 
exposures. Unrated tranches for which no rating can be in-
ferred are deducted from eligible capital. Under the Ratings 
Based Approach the amount of capital is capped at the cap-
ital requirement that would be assessed against the underly-
ing assets had they not been securitized. On 31 December 
2008 such exposures mainly included the student loan ARS 
positions (including purchase commitments) and the global 
reference-linked note programs.

Interest rate or foreign currency derivatives with securiti-
zation vehicles are treated under the advanced Internal Rat-
ings Based approach.

Accounting Policies
For IFRS purposes, UBS treats originated securitized expo-
sures as sales, i.e. they are derecognized from UBS’s balance 
sheet provided that specific derecognition criteria are met 
and UBS does not consolidate the transferee (as described in 
“Note 1 Summary of significant accounting policies” in the 
financial statements of this report). A gain or loss on sale is 
recognized when the exposures are derecognized. Deriva-
tives used for synthetic securitizations are accounted for in 
line with the abovementioned note.

Securitization positions that are classified as trading as-
sets for IFRS purposes are valued at fair value as described in 
“Note 27 Fair value of financial instruments” in the financial 
statements of this report. Securitization positions that have 
been redesignated from trading assets to loans and receiv-
ables are valued at cost less impairment as described in 
“Note 1 Summary of significant accounting policies” in the 
financial statements of this report.

Good practice guidelines
On 18 December 2008 the European Banking Federation, 
the London Investment Banking Association, the European 
Savings Banks Group and the European Association of Public 
Banks and Funding Agencies published the “Industry good 
practice guidelines on Pillar 3 disclosure requirement for se-
curitization”. UBS is in compliance with material aspects of 
these guidelines.
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Securitization activity during 2008
The first table below shows exposures that have been secu-
ritized by UBS via a traditional securitization during the year. 
It also shows any gains or losses recognized on sales into 
these traditional securitization structures for regulatory capi-
tal purposes. The exposure values disclosed are based on the 
transaction date and were accounted for at fair value pre-
securitization (the resulting gain or loss is not significant). 
UBS retained securitization positions for all traditional secu-
ritization made in 2008. No synthetic securitizations oc-
curred during 2008. 

Total outstanding exposures securitized –  
synthetic securitizations
The second table below provides a breakdown of the inven-
tory of the total outstanding exposures that have been secu-

ritized by UBS via synthetic securitizations prior to 2008 as 
part of its global reference linked note program. Historically, 
UBS retained securitization positions from its synthetic secu-
ritizations. The exposure values disclosed are calculated on 
the basis of their regulatory exposure value. Due to the trans-
fer of assets to the SNB fund, however, UBS no longer holds 
securitization positions of all synthetic securitizations.

Amount of impaired / past due assets securitized –  
synthetic securitizations
The third table below provides a breakdown of the inventory 
of outstanding impaired or past due exposures that have 
been securitized by UBS via a synthetic securitization. The 
exposure values are based on the amounts referenced in the 
transaction and are included into the below disclosure once 
a credit event has occurred.

Securitization activity during 2008 – traditional securitizations

CHF million
Amount of exposures 

securitized
Recognized gain or loss 

on sale

For year ended 31.12.08 31.12.08

Residential mortgages 577 (13)

Commercial mortgages 964 13

Other 0 0

Total 1,541 0

Total outstanding exposures – synthetic securitizations

CHF million Amount of exposures securitized

For year ended 31.12.08

Residential mortgages 433

Commercial mortgages 596

Other 1 9,657

Total 10,686
1 Contains securitization structures comprising various exposure types, e.g. residential mortgages, commercial mortgages, credit card receivables and trading receivables.

Amount of impaired / past due assets securitized – synthetic securitizations

CHF million Amount of exposures impaired / past due

For year ended 31.12.08

Residential mortgages 22

Commercial mortgages 0

Other 190

Total 212
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Securitization exposures retained or purchased

Exposure type Exposure amount

CHF million

For year ended 31.12.08

Residential mortgages 592

Commercial mortgages 583

Other 1 33,960

Total 35,135
1 Contains securitization structures comprising various exposure types, for example, residential mortgages, commercial mortgages, credit card receivables and trading receivables. Includes also student 
loan auction rate securities positions (including purchase commitments).

Capital charge for securitization exposures retained or purchased

Exposure amount Capital charge

CHF million 31.12.08

> 0–20% 32,576 332

> 20–35% 464 13

> 35–50% 253 11

> 50–75% 321 19

> 75–100% 1,181 100

> 100–150% – –

> 150–250% 24 5

> 250–300% – –

> 300–350% – –

> 350–375% – –

> 375–400% – –

> 400–625% 10 4

> 625–1250% – 13

Deducted from capital 306 306

Total 35,135 803

Losses recognized on originated transactions in 2008
The table below provides a breakdown of losses recognized 
by UBS on securitization tranches purchased or retained that 
result from a securitization originated by UBS, after taking 
into account the offsetting effects of any credit protection 
that is an eligible risk mitigation instrument for the retained 
or repurchased tranche. UBS partially reports such exposures 
on a fair value and partially on a cost less impairment basis. 
These losses mainly include losses related to the global refer-
ence-linked note program.

Securitization exposures retained or purchased
The table below provides a breakdown of securitization ex-
posures purchased or retained by UBS, irrespective of its role 
in the securitization transaction. The exposure values dis-
closed are calculated on the basis of their regulatory expo-
sure value.

Capital charge for securitization exposures retained or 
purchased
The table below provides a breakdown of securitization ex-
posures purchased or retained by UBS, irrespective of its role 
in the securitization transaction as well as a breakdown of 
the related capital requirement.

Losses recognized on originated transactions in 2008

CHF million Amounts of losses recognized

For year ended 31.12.08

Residential mortgages 789

Commercial mortgages 153

Other 291

Total 1,233

Risk and treasury management
Basel II Pillar 3



Corporate governance and compensation

Information according to articles 663b bis and 663c (paragraph three)  
of the Swiss Code of Obligations

Disclosures provided in line with the requirements of articles 663b bis and 663c (paragraph three) of the Swiss Code of 
Obligations’ “Supplementary disclosures for companies whose shares are listed on a stock exchange: compensations and 
participations” are also included in the audited financial statements of this report. This information is marked by a bar on 
the left-hand side throughout this section.



The dual-board structure achieves a clear 
 separation of power: 

The Board of Directors (BoD) is responsible for the firm’s 
strategic direction as well as the monitoring and supervision 
of the business. All members are independent with the 
exception of its full-time Chairman. Dissolution of the 
Chairman’s Office in 2008 streamlined the management 
process, with its duties and responsibilities spread amongst 
existing and newly established committees. 

The Group Executive Board is responsible for the executive 
management of the firm and must account to the BoD for 
the firm’s financial results. It is led by the Group Chief 
Executive Officer and supported by the newly established 
Executive Committee.

The following events strengthened UBS’s 
 leadership capacity during 2008: 

The position of senior independent director was established 
to facilitate direct communication between shareholders 
and the BoD, as well as between BoD members and their 
Chairman.

The term of office for all BoD members was reduced to one 
year. This was approved at the annual general meeting held 
in April and is effective for all elections and re-elections 
held from 2008 onwards.

Corporate governance
– UBS implemented new corporate governance guidelines in 2008, actively 

 reinforcing a clear separation of the roles and responsibilities of the Board of 
 Directors and its committees from those of the Group Executive Board 

The firm believes that shareholder interests are 
served by good corporate governance. At the 
 extraordinary general meetings (EGM) held in 2008, 
shareholders approved the following: 

On 27 February, shareholders approved the creation of a 
maximum of CHF 10,370,000 in authorized capital, 
allowing the distribution of a stock dividend. Shareholders 
also approved the creation of conditional capital allowing 
two financial investors to subscribe to an issue of 
CHF 13 billion of mandatory convertible notes (MCNs).

On 27 November, shareholders approved the creation of 
conditional share capital for the issuance of MCNs in the 
amount of CHF 6 billion to the Swiss Confederation. 



Compensation authorities

Recipients
Compensation recommendations  
developed by Approved by Communicated by

Chairman of the BoD Chairman of the HRCC 1 HRCC HRCC

Group CEO Chairman of the BoD HRCC HRCC

Members of the GEB Group CEO HRCC Group CEO

Independent BoD members 
(remuneration system and fees)  

Chairman of the BoD / HRCC BoD Chairman of the BoD

1 The human resources and compensation committee.

Compensation for 2008

Total senior executive compensation decreased  
77% in 2008.

No incentive award or discretionary stock options were 
granted to the Chairman and executive members of the 
Board of Directors nor to the members of the Group 
Executive Board in reflection of UBS’s negative financial 
performance for the year.

Compensation, shareholdings and loans
– UBS’s compensation principles for senior executives were extensively reviewed in 2008

– New compensation principles are effective from 2009 onwards

Compensation principles 2009

These will align compensation with the creation of sustain-
able shareholder returns through sound risk taking; 
promote a performance-driven culture with a long-term 
view to results and shareholder interests; and support the 
firm’s focused business strategy.

These principles include a “malus” system for cash awards 
as well as performance conditions for equity awards. 

A non-binding vote on executive compensation will be held 
at the annual general meeting to be held in April 2009. 
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control and defense measures; auditors and informa-
tion policy.

–  Articles 663b bis and 663c (paragraph three) of the CO 
“Supplementary disclosures for companies whose shares 
are listed on a stock exchange: compensations and par-
ticipations”, with regard to share and option ownership 
and loans.

–  The NYSE “Corporate Governance Listing Standards” 
with regard to foreign listed companies, independence of 
directors, BoD committees and differences from the NYSE 
standards applicable to US domestic issuers.
In addition to the regulatory requirements mentioned 

above, this section of the report also summarizes the regula-
tory and supervisory environment of UBS in its principal loca-
tions, and provides a list of all members of UBS’s senior lead-
ership, including the vice chairmen of the business divisions. 
Updates have been made to the sections discussing the BoD, 
GEB and compensation, shareholdings and loans. These up-
dates follow an overhaul of the “Organization Regulations 
of UBS AG” (“organization regulations”), which was con-
ducted by the BoD following the annual general meeting, 
and the findings of the review of the executive governance 
structure conducted in late 2008.

UBS is subject to, and fully complies with, the following reg-
ulatory requirements regarding corporate governance: the 
SIX Swiss Exchange’s (SIX) “Directive on Information Relating 
to Corporate Governance”; the Swiss Code of Obligations 
(CO) articles 663b bis and 663c (paragraph three) regarding 
transparency of compensation paid to members of the Board 
of Directors (BoD) and senior management; and the stan-
dards established in the Swiss Code of Best Practice for 
 Corporate Governance, including the appendix on executive 
compensation.

In addition, as UBS is listed on the New York Stock Ex-
change (NYSE) as a foreign listed company, the firm must 
meet all corporate governance standards applicable to for-
eign listed companies. UBS meets these standards, and ad-
ditionally complies with the majority of NYSE standards for 
US domestic issuers. 

This section of UBS’s annual report provides the informa-
tion required by the following regulatory requirements:
 – The SIX “Directive on Information Relating to Cor-

porate Governance”, with regard to: Group structure 
and shareholders; capital structure; BoD; Group Ex-
ecutive Board (GEB); compensation, shareholdings and 
loans; shareholders’ participation rights; change of 

Corporate governance

The corporate governance principles of UBS are designed to lead the firm towards sustainable growth and 
 protect the interests of its shareholders, as well as to create value for shareholders and stakeholders. 
UBS uses the term “corporate governance” to refer to the organizational structure and operational practices 
of its leadership and management.
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UBS Group legal entity structure

Under Swiss company law, UBS is organized as a limited 
company, a corporation that has issued shares of common 
stock to investors. UBS AG is the parent company of the UBS 
Group (Group).

The legal entity structure of UBS is designed to support 
its businesses within an efficient legal, tax, regulatory and 
funding framework. Neither the business divisions of UBS 
nor its Corporate Center are separate legal entities: they 
primarily operate out of the parent bank, UBS AG, through 
its branches worldwide. This structure is designed to capital-
ize on the increased business opportunities and cost effi-
ciencies offered by the use of a single legal platform and to 
enable the flexible and efficient use of capital. Where it is 
neither possible nor efficient to operate out of the parent 
bank, businesses operate through local subsidiaries. Instan-
ces of this are usually due to local legal, tax or regulatory 
rules or a result of additional legal entities joining the Group 
through acquisition.

Operational Group structure

On 31 December 2008, the operational structure of the 
Group comprised the Corporate Center and the three busi-
ness divisions: Global Wealth Management & Business 
Banking, Global Asset Management and the Investment 
Bank. In this report, performance is reported according to 
this structure. However, on 10 February 2009, UBS an-
nounced that Global Wealth Management & Business Bank-
ing had been divided into two new business divisions: 
Wealth Management & Swiss Bank and Wealth Manage-
ment Americas. Refer to the “Strategy and structure” sec-
tion of this report for more information on the restructuring 
of the business divisions.

Listed and non-listed companies belonging to the 
Group (consolidated entities)

The Group includes a number of subsidiaries, none of which, 
however, are listed companies.

➔	Refer to “Note 34 Significant subsidiaries and associates” 

in the financial statements of this report for details of 

significant operating subsidiary companies of the Group

Significant shareholders

Chase Nominees Ltd., London, acting in its capacity as a 
nominee for other investors, was registered with 7.19% of  A

ud
ite

d

all shares issued on 31 December 2008, compared with 
7.99% at year-end 2007 and 8.81% at year-end 2006.

DTC (Cede & Co.), New York, The Depository Trust Com-
pany, a US securities clearing organization, was registered as 
a shareholder for a large number of beneficial owners with 
9.89% of all shares issued on 31 December 2008 (14.15% 
on 31 December 2007).

According to UBS’s “Regulation on the Registration of 
Shares”, voting rights of nominees are restricted to 5%, but 
clearing and settlement organizations are exempt from this 
restriction. On 31 December 2008, no other shareholder had 
reported holding 3% or more of all voting rights. Ownership 
of UBS shares is widely spread. The tables on the next page 
provide  information about the distribution of UBS sharehold-
ers by category and geography. This information relates only 
to registered shareholders and cannot be assumed to be rep-
resentative of the entire UBS investor base. Only sharehold-
ers registered in the share register as “shareholders with vot-
ing rights” are entitled to exercise voting rights.

Under the Swiss Stock Exchange Act, anyone holding 
shares in a company listed in Switzerland, or derivative rights 
related to shares of such a company, has to notify the com-
pany and the stock exchange if the holding attains, falls 
below or exceeds one of the following thresholds: 3, 5, 10, 
15, 20, 25, 33 1/3, 50, or 66 2⁄3% of the voting rights, wheth-
er they are exercisable or not. The detailed disclosure re-
quirements and the methodology for calculating the thresh-
olds are defined in the “Ordinance of the Swiss Financial 
Market Supervisory Authority on Stock Exchanges and Se-
curities Trading” (disclosure of shareholdings). In particular, 
the ordinance prohibits the netting of so-called acquisition 
positions (i.e. in particular shares, conversion rights and ac-
quisition rights or obligations) with disposal positions (i.e. 
rights or obligations to sell). It further requires that each 
such position be calculated separately and reported as soon 
as it reaches a threshold.

In addition to the notification requirements according to 
Swiss law, as of 16 May 2008, shareholders of UBS also have 
notification obligations with regard to major shareholdings in 
shares of UBS under the German Securities Trading Act (Wert-
papierhandelsgesetz, WpHG). These obligations arise due to 
the fact that UBS has chosen Germany as its home member 
state within the meaning of the European Union’s “Prospectus 
Directive”. The obligations came into force with the first filing 
of the listing application for the new shares created as a result 
of the stock dividend by UBS on SWX Europe, a regulated mar-
ket in the EU. According to the WpHG, anyone whose share-
holding in UBS attains, exceeds or falls below the thresholds of 
3, 5, 10, 15, 20, 25, 30, 50 or 75% of the voting rights has to 
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Distribution of UBS shares

On 31 December 2008 Shareholders registered Shares registered

Number of shares registered Number % Number % of shares issued

1–100 39,458 11.6 2,279,778 0.1

101–1,000 200,945 59.1 89,228,454 3.0

1,001–10,000 92,559 27.2 242,151,755 8.2

10,001–100,000 6,280 1.9 145,370,413 5.0

100,001–1,000,000 500 0.2 148,881,546 5.1

1,000,001–5,000,000 99 0.0 200,105,606 6.8

5,000,001–29,325,805 (1%) 31 0.0 324,972,121 11.1

1–2% 1 0.0 38,551,136 1.3

2–3% 3 0.0 202,408,105 6.9

3–4% 0 0.0 0 0.0

4–5% 0 0.0 0 0.0

Over 5% 2 1 0.0 500,789,047 17.1

Total registered 339,878 100.0 1,894,737,961 64.6

Unregistered 2 1,037,842,588 35.4

Total shares issued 2,932,580,549 3 100.0
1 On 31 December 2008, DTC (Cede & Co.), New York, the US securities clearing organization, was registered with 9.89% of all shares issued. Chase Nominees Ltd., London, was entered as a 
 trustee / nominee holding 7.19% of all shares issued.  2 Shares not entered in the share register on 31 December 2008.  3 211,917,438 registered shares do not carry voting rights.

Shareholders: type and geographical distribution

Shareholders Shares

On 31 December 2008 Number % Number %

Individual shareholders 330,226 97.1 460,037,591 15.7

Legal entities 9,063 2.7 433,384,170 14.8

Nominees, fiduciaries 589 0.2 1,001,316,200 34.1

Unregistered 1,037,842,588 35.4

Total 339,878 100.0 2,932,580,549 100.0

Switzerland 310,284 91.3 802,619,576 27.4

Europe 20,060 5.9 625,650,671 21.3

North America 2,505 0.7 400,179,323 13.6

Other countries 7,029 2.1 66,288,391 2.3

Unregistered 1,037,842,588 35.4

Total 339,878 100.0 2,932,580,549 100.0

sisted mainly of 8.91% of voting rights attached to employee 
options, 9.22% of voting rights attached to the mandatory 
convertible notes issued by UBS in March 2008 and 11.23% of 
voting rights attached to the mandatory convertible notes is-
sued by UBS in December 2008.

Cross shareholdings

UBS has no cross shareholdings in excess of a reciprocal 5% 
of capital or voting rights with any other company.

notify, without undue delay, such change simultaneously to 
UBS and the German Supervisory Authority (Bundesanstalt für 
Finanzdienstleistungsaufsicht; BaFin). The detailed disclosure 
requirements and the methodology for calculating the thresh-
olds are defined in paragraphs 21 et seq. of the WpHG. 

At year-end 2008, UBS held a stake of UBS registered shares 
corresponding to less than 3% of the total share capital of UBS 
AG. At the same time, UBS had disposal positions relating to 
891,230,556 voting rights of UBS AG and these corresponded 
to 30.39% of the total voting rights of UBS AG. These con-
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Ordinary share capital

Share capital  
in CHF

Number  
of shares

Par value  
in CHF

On 31 December 2007 207,354,734 2,073,547,344 0.10

Issue of shares for stock dividend 9,869,875 98,698,754 0.10

Issue of shares for capital increase (rights offering) 76,029,518 760,295,181 0.10

Issue of shares out of employee options exercised from conditional capital 3,927 39,270 0.10

On 31 December 2008 293,258,055 2,932,580,549 0.10
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shares of CHF 6 billion in MCNs with maturity 9 June 2011 
issued to the Swiss Confederation.

Authorized share capital
At the 27 February 2008 EGM, UBS shareholders approved 
the creation of authorized capital for a maximum amount of 
CHF 10,370,000 or 103,700,000 new shares (approximately 
5% of the issued share capital at year-end 2007). A total of 
98,698,754 new shares were issued on the basis of entitle-
ments alloted. The authorized capital created was used to 
replace the cash dividend for the financial year 2007 with a 
stock dividend paid in 2008.

Changes of shareholders’ equity
According to International Financial Reporting Standards 
 (IFRS), equity attributable to UBS shareholders amounted to 
CHF 32.5 billion on 31 December 2008.

➔	Refer to the “Statement of changes in equity” in the 

financial statements of this report for more information on 

changes in shareholders’ equity over the last three years

Shares, participation and bonus certificates,  
capital securities

UBS shares are issued in registered form, traded and settled 
as so-called global registered shares. Each registered share 
has a par value of CHF 0.10 and carries one vote. Voting 
rights may, however, only be exercised if the holder expressly 
declares that he or she acquired these shares in his or her 
own name and for his or her own account. Global registered 
shares provide direct and equal ownership for all sharehold-
ers, irrespective of the country and stock exchange in which 
they are traded. Refer to the “Shareholders’ participation 
rights” section of this report for more information.

On 31 December 2008, 1,682,820,523 shares carried 
voting rights, 211,917,438 shares were entered in the share 
register without voting rights, and 1,037,842,588 shares 
were not registered. All 2,932,580,549 shares were fully 

Capital

Under Swiss company law, shareholders must approve in a 
shareholders’ meeting any increase in the total number of is-
sued shares, which may arise from an ordinary share capital 
increase or the creation of conditional or authorized capital. At 
year-end 2008, 2,932,580,549 shares were issued with a par 
value of CHF 0.10 each, leading to ordinary share capital of 
CHF 293,258,054.90 (including shares issued for the capital 
increase out of authorized and conditional capital in 2008).

Conditional share capital
At year-end 2008, conditional share capital of CHF 
15,009,471.10 was available to settle employee option exer-
cises, corresponding to a maximum of 150,094,711 shares.

Conditional capital was created in 2000 in connection 
with the acquisition of PaineWebber Group Inc. (PaineWeb-
ber) to cover option rights previously granted by PaineWeb-
ber to its employees. Additionally, at the annual general 
meeting (AGM) held in 2006, shareholders approved condi-
tional capital in the amount of 150 million UBS shares to be 
used for employee option grants limited to a period of three 
years. Options under both plans are exercisable at any time 
between their vesting and the expiry date. Shareholders’ 
pre-emptive rights are excluded. In 2008, options with re-
spect to 39,270 shares were exercised under the PaineWeb-
ber option plans, and 4,653 options expired without being 
exercised. No options were settled with conditional capital 
shares in 2008 under the UBS employee stock option plans.

At the extraordinary general meeting (EGM) held on 
27 February 2008, UBS shareholders approved the creation 
of conditional capital through the issuance of 277,750,000 
shares to satisfy the settlement in shares of CHF 13 billion in 
mandatory convertible notes (MCNs) with maturity 5 March 
2010 placed with two financial investors.

At the 27 November 2008 EGM, UBS shareholders ap-
proved the creation of conditional capital through the issu-
ance of 365,000,000 shares to satisfy the settlement in 

Capital structure
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The Investment Bank, acting as liquidity provider to the 
equity futures market and as a market-maker in UBS shares 
and derivatives, issues derivatives linked to UBS stock. Most 
of these instruments are classified as cash-settled derivatives 
and are held for trading purposes only. To hedge the eco-
nomic exposure, a limited number of UBS shares are held by 
the Investment Bank.

On 5 March 2008, UBS issued CHF 13 billion of MCNs as 
approved at the 27 February 2008 EGM. The notes were 
placed with two financial investors (Government of Singa-
pore Investment Corporation and one other investor) and 
will pay a coupon of 9% until conversion into UBS shares, 
which must take place on or before a date two years after 
issuance. The MCNs contain market-standard provisions al-
lowing for early conversion at the option of either UBS or the 
MCN holders. Early conversion is only possible from the date 
six months after issuance of the MCNs. The conversion of 
the MCNs is expected to increase the number of shares is-
sued by 270,438,942, reflecting adjustments due to the or-
dinary capital increase approved by UBS shareholders at the 
23 April 2008 AGM, subject to no further dilutive events oc-
curring until conversion. The terms of the MCNs contain 
standard market provisions for the adjustment of the con-
version price if any dilutive events occur between issuance 
and maturity, such as capital increases at a discount, divi-
dends in cash or in specie in excess of CHF 2.05 per share per 
financial year, and similar events.

On 9 December 2008, in order to enable UBS to retain a 
strong tier 1 capital ratio after giving effect to the transac-
tion with the Swiss National Bank, UBS issued CHF 6 billion 
of MCNs, following the 27 November 2008 EGM. The notes 
were placed with the Swiss Confederation and have a matu-
rity date 30 months after the issue date (i.e. 9 June 2011). 
Until maturity of the MCNs, the holders will receive an an-
nual coupon of 12.5% of their nominal value. The conver-
sion of the MCNs is expected to increase the number of 
shares issued by 9.3%, depending on the development of 
the UBS share price and the absence of dilutive events (such 
as any dividend payments). The terms of the MCNs contain 
standard market provisions allowing for early conversion at 
the option of either UBS or MCN holders and for the adjust-
ment of the conversion price if any dilutive events occur be-
tween issuance and maturity.

➔	Refer to the discussion on shares and capital instruments in 

the “Treasury management” section of this report for more 

information on the MCNs

paid up and eligible for dividends. There are no preferential 
rights for shareholders.

UBS did not issue any participation certificates or bonus 
certificates in 2008.

In 2008, UBS Capital Securities (Jersey) Ltd. raised EUR 
1 billion hybrid tier 1 capital in the form of preferred securi-
ties. Additionally, UBS increased an existing CHF 350 million 
subordinated bond issue maturing in 2017 by CHF 50 million. 
At year-end 2008, UBS had outstanding CHF 7,393 million in 
preferred securities, which count as hybrid tier 1 capital 
 under regulatory rules. Outstanding tier 2 capital securities 
accounted for CHF 12,290 million in total capital on 31 De-
cember 2008.

Limitation on transferability and nominee registration

UBS does not apply any restrictions or limitations on the 
transferability of its shares. Shares registered in the share 
register with voting rights may be voted without any restric-
tions, according to the provisions of the “Articles of Associa-
tion of UBS AG” (which require an express declaration of 
beneficial ownership).

UBS has special provisions for the registration of fiducia-
ries and nominees. Fiduciaries and nominees are entered in 
the share register with voting rights up to a total of 5% of all 
shares issued, if they agree to disclose, upon request from 
the firm, beneficial owners holding 0.3% or more of all UBS 
shares. An exception to the 5% rule exists for securities 
clearing organizations such as The Depository Trust Compa-
ny in New York.

Convertible bonds and options

On 31 December 2008, there were 236 million employee 
options outstanding, of which 124 million were exercisable. 
UBS satisfies share delivery obligations under its option-
based participation plans either by purchasing UBS shares in 
the market on grant date or shortly thereafter, or through 
the issuance of new shares out of conditional capital. At ex-
ercise, shares held in treasury or newly issued shares are de-
livered to the employee against receipt of the strike price. On 
31 December 2008, UBS held approximately 48.9 million 
shares in treasury and an additional 150 million unissued 
shares in conditional share capital, which were available to 
be used for future employee option exercises. The shares 
available cover all vested (i.e. exercisable) employee options.
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elected to their first term on the BoD, and Peter Kurer re-
placed Marcel Ospel as full-time Chairman of the BoD. Steph-
an Haeringer, Rolf Meyer, Peter Spuhler and Lawrence A. 
Weinbach tendered their resignations effective 2 October 2008. 
At the extraordinary general meeting (EGM) held on 2 Oc-
tober 2008, Sally Bott, Rainer-Marc Frey, Bruno Gehrig and 
William G. Parrett were elected to the BoD for the first time. 

On 31 December 2008, with the exception of its executive 
Chairman, Peter Kurer, all members of the BoD were consid-
ered independent by the BoD. 

As announced on 4 March 2009, Peter Kurer has decided 
not to stand for re-election at the AGM on 15 April 2009. The 
UBS BoD is nominating Kaspar Villiger as a candidate for the 
role of Chairman.

Members of the Board of Directors

This section provides information on the composition of the 
BoD on 31 December 2008. It shows each member’s func-
tions in UBS, nationality, year of initial appointment to the 
BoD and current term of office, professional history and edu-
cation, date of birth and other activities and functions, such 
as mandates on boards of important corporations, organiza-
tions and foundations, permanent functions for important 
interest groups and official functions and political mandates.

At the annual general meeting (AGM) held on 23 April 
2008, Peter R. Voser and Lawrence A. Weinbach were re-
elected as their term of office expired. Marcel Ospel did not 
stand for re-election. Peter Kurer and David Sidwell were 

Board of Directors

The Board of Directors (BoD) is ultimately responsible for the firm’s strategy and the supervision of its executive 
management. It also approves the financial statements for issue. Shareholders elect each member of the BoD, 
which in turn appoints its Chairman, at least one vice chairman and the members of its various committees.

Peter Kurer

Address UBS AG  
 Bahnhofstrasse 45  
 CH-8098 Zurich

Function(s) in UBS  Chairman of the Board 
of Directors (BoD) /  
chair of the corporate 
responsibility committee /  
chair of the strategy 
committee

Nationality Swiss

Year of initial appointment 2008

Current term of office runs until 2009

Professional history, education and date of birth
Peter Kurer was elected to the BoD at the annual general meeting (AGM) held in 2008 and thereafter 
appointed Chairman of the BoD. He chairs the corporate responsibility committee and the strategy com-
mittee. Mr. Kurer had served as Group General Counsel of UBS since 2001, when he joined the firm. He 
also served as a member of UBS’s Group Executive Board (GEB) from 2002 until his election to the BoD 
in April 2008. Between 1991 and 2001, Mr. Kurer was a partner at the law firm Homburger AG in Zurich. 
Between 1980 and 1990, he was with the Zurich office of Baker & McKenzie law firm, first as associate 
and later as partner. He was a law clerk at the District Court of Zurich from 1977 to 1979. Mr. Kurer 
graduated as doctor iuris from the University of Zurich and was admitted as attorney-at-law at the Zurich 
Bar. He holds an LL.M. from the University of Chicago. He was born on 28 June 1949. 

Other activities and functions
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Peter Kurer is a member of the board of Avenir Suisse as well as a member of the visiting committee of 
the University of Chicago’s Law School. He is also a member of the board of trustees of a foundation 
which acts as an advisory board to the University of St. Gallen’s program for law and economics, and a 
member of the committee of continuing education, Executive School of Management, Technology and 
Law, University of St. Gallen. 

Sergio Marchionne

Address Fiat S.p.A.  
 Via Nizza 250  
 I-10126 Turin

Function(s) in UBS  Independent vice 
chairman and senior 
independent director /  
member of the gover-
nance and nominating 
committee / member of 
the strategy committee

Nationality Canadian and Italian

Year of initial appointment 2007

Current term of office runs until 2010

Professional history, education and date of birth
Sergio Marchionne serves as Chief Executive Officer (CEO) of Fiat S.p.A., Turin, and Fiat Group Automobiles. 
Mr. Marchionne began his professional career in 1983 as a chartered accountant and tax specialist for 
Deloitte & Touche in Canada. Two years later, he became Group controller and then director of corporate 
development at Lawson Mardon Group of Toronto. In 1989 and 1990, he served as executive vice presi-
dent of Glenex Industries. In the following two years Mr. Marchionne acted as vice president of finance 
and Chief Financial Officer (CFO) at Acklands Ltd. He returned to Lawson Mardon Group in 1992 as vice 
president of legal and corporate development and CFO. The company was acquired by Alusuisse Lonza in 
1994. After the acquisition, having become CEO in 1996, he held various positions of increasing respon-
sibility until 2000. Upon completion of the merger of Alusuisse with Alcan, he acted as CEO and Chairman 
of the spin-off Lonza Group Ltd. until 2002. In 2002, Mr. Marchionne was appointed CEO of the Société 
Générale de Surveillance (SGS) Group of Geneva. He has been a member of the supervisory board of Fiat 
S.p.A. since 2003 and has served as CEO of the company since June 2004. Mr. Marchionne studied phi-
losophy at the University of Toronto (Canada), business at the University of Windsor (Canada) and law at 
Osgoode Hall Law School in Toronto (Canada) and is a lawyer and chartered accountant. He was born on 
17 June 1952. 

Other activities and functions
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Sergio Marchionne is Chairman of SGS and a member of the BoD of Philip Morris International Inc., New 
York. He is also a member of Acea (European Automobile Manufacturers Association) and Chairman of 
CNH Case New Holland Global N.V.
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Ernesto Bertarelli

Address  Bemido SA  
Avenue Giuseppe- 
Motta 31–33  
PO Box 145  
CH-1211 Geneva 20

Function(s) in UBS  Member of the gover-
nance and nominating 
committee / member of 
the human resources 
and compensation 
committee

Nationality Swiss

Year of initial appointment 2002

Current term of office runs until  2009

Professional history, education and date of birth
Ernesto Bertarelli was CEO of Serono International SA, Geneva, between 1996 and 2007. The company 
was sold to Merck KGaA, Germany, on 5 January 2007. He started his career with Serono in 1985 and 
held several positions in sales and marketing. Prior to his appointment as CEO, he served for five years 
as deputy CEO. Mr. Bertarelli was also the vice chairman of the BoD of Serono SA, Coinsins (Switzerland) 
and the Chairman of SeroMer Biotech SA, Chéserex (Switzerland), until 5 January 2007. Mr. Bertarelli 
holds a Bachelor of Science from Babson College, Boston and an MBA from Harvard University. He was 
born on 22 September 1965. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Ernesto Bertarelli is Chairman of Team Alinghi SA (winner of the America’s Cup 2003 and 2007), Ecublens 
(Switzerland), and of Alinghi Holdings Ltd. Jersey. He is the Chairman of Kedge Capital Partners Ltd., 
Jersey and of Kedge Capital Holdings (Jersey) Ltd., Switzerland. He was awarded two extraordinary na-
tional honors: the Légion d’honneur by President Chirac of France, and the Cavaliere di Gran Croce by 
Carlo Azeglio Ciampi, former President of the Italian Republic. He is a member of the strategic advisory 
board of Ecole Polytechnique Fédérale de Lausanne (EPFL) and holds various board mandates in profes-
sional organizations of the biotech and pharmaceutical industries.

Sally Bott

Address  BP p.l.c.  
1 St. James’s Square  
GB-London SW1Y 4PD

Function(s) in UBS   Member of the human 
resources and compensa-
tion committee / member 
of the corporate 
responsibility committee

Nationality American (US)

Year of initial appointment 2008

Current term of office runs until  2009

Professional history, education and date of birth
Sally Bott serves as Group HR Director of BP plc, which she joined in early 2005, and is a member of its 
Group Executive Committee. Ms. Bott spent most of her career in financial services. Between 2000 and 
2005, she was a Managing Director at Marsh & McLennan, a US-based global risk and insurance ser-
vices business, and head of global HR for Marsh, Inc. She was at Barclays Bank from 1994 to 2000, first 
as BZW HR director and then Group HR director from 1997 to 2000. In 1970, she joined Citibank out of 
college as a research analyst in the economics department. She was credit trained and in the Finance 
Function. She joined HR in 1978 and worked as a HR director in most of the wholesale bank and invest-
ment banking businesses during the next 15 years. She was the Global HR Director of the wholesale 
bank from 1990 to 1993. Ms. Bott has a BS in economics from Manhattanville College, USA. She was 
born on 11 November 1949. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Sally Bott is a member of the board of the Royal College of Music in London and the Carter Burden 
Center for the Aged in NYC.

Rainer-Marc Frey 

Address  Horizon21  
Poststrasse 4  
CH-8808 Pfaeffikon

Function(s) in UBS  Member of the risk 
committee / member of 
the strategy committee

Nationality Swiss

Year of initial appointment 2008

Current term of office runs until  2009

Professional history, education and date of birth
Rainer-Marc Frey is the founder and Chairman of Horizon21, an investment management company 
which takes long-term investment views on various megatrends in the investment management industry. 
In 1992, he founded RMF Investment Group (RMF), one of the first hedge fund groups in Europe, and 
became CEO. RMF was acquired by Man Group Plc in 2002. Between 2002 and 2004, he held a number 
of senior roles within Man Group Plc and was the largest individual shareholder. From 1989 to 1992, 
prior to founding RMF, Mr. Frey served as a director at Salomon Brothers Inc. in Zurich, Frankfurt and 
London, where he was involved mainly with equity derivatives. Between 1987 and 1989, he worked for 
Merrill Lynch Inc. covering equity, fixed income and swaps markets. He holds a degree in economics from 
the University of St. Gallen. Mr. Frey was born on 10 January 1963. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Rainer-Marc Frey is a member of the BoD of DKSH Group, Zurich, and a member of the advisory board of 
Invision Private Equity AG, Zug. He is a member of the BoD of the Frey Charitable Foundation, Freienbach.

Bruno Gehrig

Address  Swiss Life  
General-Guisan-Quai 40 
Postfach  
CH-8022 Zurich

Function(s) in UBS  Member of the  
audit committee

Nationality Swiss

Year of initial appointment 2008

Current term of office runs until  2009

Professional history, education and date of birth
Bruno Gehrig has been Chairman of Swiss Life Holding since 2003 and will resign on 7 May 2009 from 
this position. Between 1996 and 2003, he served at the Swiss National Bank, starting as a member of 
the governing board and becoming vice chairman in 2000. From 1992 to 1996, he was a professor of 
banking and finance at the University of St. Gallen and concurrently served as a member of the Swiss 
Federal Banking Commission (FINMA since 1 January 2009). Between 1989 and 1991, he held the posi-
tion of CEO at Cantrade Private Banking Group. Mr. Gehrig worked for the former Union Bank of 
Switzerland (UBS) between 1981 and 1989, where he started as chief economist before assuming re-
sponsibility for securities sales and trading. He studied economics at the University of Berne, where he 
also did his PhD studies. He completed postgraduate studies at the University of Rochester, New York. He 
was assistant professor at the University of Berne and received his Dr. h.c. from the University of 
Rochester, New York. Mr. Gehrig was born on 26 December 1946. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Bruno Gehrig is the vice chairman of the BoD of Roche Holding AG, Basel, and the Chairman of the Swiss 
Air Transport Foundation, Zug.
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Gabrielle Kaufmann-Kohler

Address  Lévy Kaufmann-Kohler 
3-5, rue du  
Conseil-Général  
CH-1205 Geneva

Function(s) in UBS  Chair of the governance 
and nominating 
committee / member of 
the corporate responsi-
bility committee 

Nationality Swiss

Year of initial appointment 2006

Current term of office runs until  2009

Professional history, education and date of birth
Gabrielle Kaufmann-Kohler has been arbitrator and partner with Lévy Kaufmann-Kohler since 1 January 
2008, and a professor of private international law, including international arbitration, at the University 
of Geneva Law School since 1997. Between 1996 and 2007, she worked as a practicing attorney at the 
Schellenberg Wittmer law firm, Geneva, where she was a partner. Ms. Kaufmann-Kohler was adjunct 
professor for private international law at the University of Geneva Law School from 1993 to 1996. From 
1985 to 1995, she was with Baker & McKenzie law firm, first as associate and then as partner. She is a 
member of the Geneva Bar (since 1976) and of the New York State Bar (since 1981) and is known 
worldwide for her expertise in international arbitration. In 1980, she worked for the UBS New York 
Branch as a legal advisor. Ms. Kaufmann-Kohler completed her legal studies at the University of Geneva 
in 1977 and received her doctorate from the University of Basel in 1979. She was born on 3 November 
1952. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Gabrielle Kaufmann-Kohler is a member of the board of the American Arbitration Association.

Helmut Panke

Address  BMW AG  
Petuelring 130  
D-80788 Munich

Function(s) in UBS  Member of the human 
resources and compensa-
tion commit tee / member 
of the risk committee

Nationality German

Year of initial appointment 2004

Current term of office runs until  2010

Professional history, education and date of birth
Between 2002 and 2006, Helmut Panke was Chairman of the board of management of BMW AG, 
Munich. In 1982, he joined as head of planning and controlling in the research and development divi-
sion. He subsequently assumed management functions in corporate planning, organization and corpo-
rate strategy. Before his appointment as Chairman, he was a member of BMW’s board of management 
from 1996. Between 1993 and 1996, he was Chairman and CEO of BMW Holding Corporation in the 
US. Mr. Panke graduated from the University of Munich with a PhD in physics and was assigned to the 
University of Munich and the Swiss Institute for Nuclear Research before joining McKinsey & Co in 
Dusseldorf and Munich as a consultant. He was born on 31 August 1946. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Helmut Panke is a member of the BoD of Microsoft Corporation, Redmond, WA (USA) and is also a 
member of the supervisory board of Bayer AG (Germany). He is a member of the BoD of the American 
Chamber of Commerce in Germany and a member of the international advisory board for Dubai 
International Capital’s “Global Strategic Equities Fund”.

David Sidwell

Address  Apartment 26-O  
25 Central Park West 
New York  
N.Y. 10023 USA

Function(s) in UBS  Chair of the risk 
committee / member of 
the corporate responsi-
bility committee

Nationality  American (US) and British 

Year of initial appointment 2008

Current term of office runs until  2009

Professional history, education and date of birth
David Sidwell was executive vice president and CFO of Morgan Stanley in New York between March 
2004 and October 2007. Before joining Morgan Stanley he was with JPMorgan Chase & Co. He joined 
JPMorgan Chase & Co. in 1984 in New York where he held a number of different positions during his 20 
years of service, including controller and CFO of the Investment Bank. Prior to this he was with 
PricewaterhouseCoopers LLP in both London and New York. Mr. Sidwell graduated from Cambridge 
University in England and is a chartered accountant qualifying in the Institute of Chartered Accountants 
in England and Wales. He was born on 28 March 1953.

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
David Sidwell is a director of the Federal National Mortgage Association Fannie Mae. He is a trustee of the 
International Accounting Standards Committee Foundation, London and the Chairman of the BoD of Village 
Care of New York, a not-for-profit organization, as well as director of the National Council on Aging.

William G. Parrett

Address  433 Country Club Rd. W.  
New Canaan,  
Ct. 06840 USA

Function(s) in UBS  Member of the  
audit committee

Nationality American (US)

Year of initial appointment 2008

Current term of office runs until 2009

Professional history, education and date of birth
William G. Parrett served his entire career with Deloitte Touche Tohmatsu, a global organization of 
member firms that operates with 160,000 people in nearly 140 countries. He was CEO from 2003 until 
his retirement in 2007. Between 1999 and 2003, he was a managing partner of Deloitte & Touche USA 
LLP and served on Deloitte’s Global Executive Committee. Mr. Parrett founded the US National Financial 
Services Industry Group (1995) and the Global Financial Services Industry Group (1997) of Deloitte, both 
of which he led as Chairman. In his 40 years of experience in professional services, Mr. Parrett served 
public, private, governmental, and state-owned clients worldwide in order to help Deloitte achieve supe-
rior financial performance and growth. Mr. Parrett has a Bachelors degree in accounting from St. Francis 
College, New York, and is a certified public accountant. He was born on 4 June 1945.

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
William Parrett is an independent director of Eastman Kodak Co., Blackstone Group LP, and Thermo 
Fisher Scientific Inc., USA. He is also the Chairman of the BoD of the United States Council for 
International Business and of United Way of America, a member of the board of trustees of Carnegie Hall, 
and a member of the Executive Committee of the International Chamber of Commerce.
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Organizational structure

Following each AGM, the BoD meets to elect or appoint its 
Chairman, one or more vice chairmen, the senior indepen-
dent director and the members and chairs of its committees. 
The BoD appoints a company secretary who acts as secretary 
to the BoD and its committees.

There were significant changes to the organizational 
structure of the BoD in 2008, including the dissolution of the 
Chairman’s Office as of 1 July 2008, which was composed of 
the Chairman and the vice chairman / vice chairmen. The du-
ties and responsibilities of the former Chairman’s Office were 
allocated to a number of BoD committees, including the 
new risk committee and the new strategy committee. In ad-
dition, the duties and responsibilities of the governance and 
nominating committee (formerly the nominating committee) 
and the human resources and compensation committee 
(formerly the compensation committee) have been expand-
ed. The duties and responsibilities of the committees of the 
BoD are described below. Moreover, the position of a senior 
independent director has been established and is currently 
held by Sergio Marchionne, in addition to his role as the 
firm’s vice chairman.

According to the Articles of Association, the BoD meets 
as often as business requires, but at least six times a year. A 

Elections and terms of office

In accordance with the new article 19 (paragraph one) of the 
“Articles of Association of UBS AG” approved at the 23 April 
2008 AGM, all BoD members are to be elected on an indi-
vidual basis for a one-year term of office. As a result, by 
2010 at the latest, shareholders must confirm the entire 
membership of the BoD on a yearly basis at the AGM.

BoD members are normally expected to serve for a mini-
mum of three years. No BoD member can continue to serve 
beyond the AGM held in the calendar year following his or 
her sixty-fifth birthday. The BoD may, in exceptional circum-
stances, propose to the AGM that a BoD member be re-
elected despite having reached this age limit. However, no 
BoD member may hold office beyond the age of 70.

The boxes on the previous pages list the following for all 
BoD members: year of first appointment to the BoD and the 
expiry of their current mandate.

Organizational principles

The BoD has ultimate responsibility for the mid- and long-
term strategic direction of the UBS Group (Group), for ap-
pointments and dismissals at top management level and for 
the definition of the firm’s risk principles and risk capacity.

Joerg Wolle

Address  DKSH Holding AG  
Wiesenstrasse 8  
CH-8034 Zurich

Function(s) in UBS  Chair of the human 
resources and compensa-
tion committee / member 
of the governance and 
nominating committee 

Nationality German and Swiss

Year of initial appointment 2006

Current term of office runs until  2009

Professional history, education and date of birth
Joerg Wolle has been president and CEO of DKSH Holding Ltd. since 2002. From 2000 until the merger 
with Diethelm Keller in 2002, he was president and CEO of SiberHegner Holding AG. He completed his 
studies in engineering in 1983 and received his doctorate in 1987 from the Technical University of 
Chemnitz in Germany. Mr. Wolle was born on 19 April 1957.

Other activities and functions
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Joerg Wolle is a member of the BoD of Diethelm Keller Holding Ltd., Zurich. He is also the Chairman of 
the BoD of BURU Holding Ltd., Cham, and a member of the BoD of OAV (German Asia-Pacific Business 
Association), Hamburg.

Peter R. Voser

Address  Royal Dutch Shell plc  
2501 AN NL-The Hague

Function(s) in UBS  Chair of the audit 
committee / member of 
the strategy committee

Nationality Swiss

Year of initial appointment 2005

Current term of office runs until  2009

Professional history, education and date of birth
Peter R. Voser has been CFO and an executive BoD member of Royal Dutch Shell plc in London since 
2004. Between 2002 and 2004, he was CFO of Asea Brown Boveri (ABB) in Switzerland. Between 1982 
and 2002, he worked for the Royal Dutch / Shell Group, holding various assignments in Switzerland, the 
UK, Argentina and Chile. Mr. Voser graduated from the University of Applied Sciences, Zurich. He was 
born on 29 August 1958.

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Mr. Voser is a member of the BoD of the Swiss Federal Auditor Oversight Authority.
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Group Controlling and Accounting and the head of Group Ac-
counting Policy participating. The six meetings included regu-
lar separate sessions with these representatives. In addition, 
the Group General Counsel attended one meeting. A special 
session was organized with the Group CFO to discuss the an-
nual financial results. Participation at the meetings averaged 
94% and all were held with external auditors present.

The committee reports back to the BoD about its discus-
sions with UBS’s external auditors. Once per year, the lead 
partners take part in a BoD meeting, presenting the long-
form report of UBS’s external auditors, as required by the 
Swiss Financial Market Supervisory Authority (until 31 De-
cember 2008, Swiss Federal Banking Commission).

Corporate responsibility committee
The corporate responsibility committee supports the BoD in 
fulfilling its duty to safeguard and advance the Group’s repu-
tation for responsible corporate conduct and to assess devel-
opments in stakeholder expectations and their possible con-
sequences for UBS. The committee comprises at least three 
BoD members and, on 31 December 2008, Peter Kurer 
chaired the committee with Sally Bott, Gabrielle Kaufmann-
Kohler and David Sidwell as its additional members. The 
committee is advised and supported by a number of senior 
business representatives. The committee met twice in 2008, 
with an average participation of 63%.

➔	Refer to the “Corporate responsibility” section of this 

report for more information on corporate responsibility

Governance and nominating committee
The governance and nominating committee supports the 
BoD in fulfilling its duty to establish best practices in corpo-
rate governance across the Group, to conduct a self-assess-
ment of the full BoD, in consultation with the Chairman of 
the BoD, to establish and maintain a process for appointing 
new BoD members and to manage the succession of the 
Group Chief Executive Officer (Group CEO). The committee 
comprises at least three independent BoD members and, on 
31 December 2008, Gabrielle Kaufmann-Kohler chaired the 
committee with Ernesto Bertarelli, Sergio Marchionne and 
Joerg Wolle as its additional members. In 2008, 14 meetings 
were held with an average participation of 95%. Of these 
14 meetings, eight were held with external advisors.

Human resources and compensation committee
The human resources and compensation committee has the 
following functions: (i) to support the BoD in fulfilling its 
duty to set guidelines on compensation and benefits; (ii) to 
approve the total individual compensation for the Chairman 
of the BoD, the non-independent BoD members and the 
GEB members; (iii) together with the Chairman of the BoD, 
to provide the BoD with a proposal for total individual com-
pensation for the independent BoD members; and (iv) to 
scrutinize the performance of the executives and supervise 

total of 47 meetings were held in 2008, of which 17 includ-
ed Group Executive Board (GEB) members, 26 were without 
GEB participation, and four were independent BoD meetings 
held without the presence of its Chairman. On average, 
91% of BoD members were present at BoD meetings and 
83% at the BoD meetings without GEB participation.

Each committee chair provides the BoD with regular up-
dates on the current activities of his or her committee and on 
important committee issues.

At least once per year, the BoD reviews its own perfor-
mance as well as the performance of each of its committees. 
This review is based on an assessment conducted by the gov-
ernance and nominating committee and seeks to determine 
whether the BoD and its committees are functioning effec-
tively and efficiently.

The BoD is organized as follows:

Chairman’s Office
UBS had a Chairman’s Office until 30 June 2008. Since then, 
the duties and responsibilities of the dissolved Chairman’s 
 Office have been allocated to a number of BoD committees.

Audit committee
The audit committee comprises at least three independent 
BoD members, with all members having been determined by 
the BoD as being fully independent and financially literate. 
Peter R. Voser, the committee’s chair, as well as the other 
two members, have accounting and financial management 
expertise and are “financial experts” according to the rules 
established by the US Sarbanes-Oxley Act of 2002.

The committee operates under the audit committee char-
ter, as described in the “Organization Regulations of UBS 
AG” (organization regulations) and its annexes. The commit-
tee does not itself perform audits, but supervises the work of 
the auditors. Its primary responsibility is to assist the BoD in: 
(i) monitoring the integrity of the financial statements of UBS 
and compliance with legal and regulatory requirements; and 
(ii) reviewing the organization and efficiency of internal con-
trols and financial reporting processes. On behalf of the BoD, 
the committee monitors the qualification, independence 
and performance of UBS’s external auditors and their lead 
partners. It prepares proposals for the BoD regarding the 
 appointment or removal of UBS’s external auditors. The BoD 
then submits these proposals to the AGM.

The committee also reviews the financial statements of 
UBS and UBS Group, and makes proposals as to whether the 
annual financial statements of UBS and UBS Group should 
be submitted to the AGM for approval.

On 31 December 2008, Peter R. Voser chaired the commit-
tee with Bruno Gehrig and William G. Parrett as its additional 
members. The committee met six times in 2008, with the head 
of Group Internal Audit, the representatives of the external 
auditors, the Group Chief Financial Officer (CFO), the head of 
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decisions on the Group’s strategy; (ii) to monitor the imple-
mentation of the Group’s current strategy and report results 
to the BoD; (iii) to consider, in conjunction with the risk com-
mittee, the Group’s strategy to deal with anticipated or exist-
ing high-level risks; and (iv) to validate the Group’s current 
strategy with external experts where the committee consid-
ers such external advice to be appropriate.

The committee comprises at least three independent BoD 
members and, on 31 December 2008, Peter Kurer chaired 
the committee with Rainer-Marc Frey, Sergio Marchionne 
and Peter R. Voser as its additional members. All members 
were present at the six committee meetings held in 2008, 
with one meeting held as a strategy seminar and external 
advisors present at two. 

Roles and responsibilities of the Chairman of 
the Board of Directors

Peter Kurer, the Chairman, has entered into a full-time em-
ployment contract with UBS in connection with his service 
on the BoD and is entitled to receive pension benefits upon 
retirement. He assumes clearly defined management respon-
sibilities.

The Chairman takes a leading role in mid- and long-term 
strategic planning, the selection and supervision of the 
Group CEO and the GEB members, mid-term succession 
planning and developing and shaping compensation princi-
ples. In addition, the Chairman actively supports major client 
and transaction initiatives.

As leader of the BoD, the Chairman is responsible for en-
suring that the BoD is effective and correctly balances its 
focus between its strategic and supervisory functions. In ad-
dition, the Chairman presides over the AGMs and EGMs and 
works with the committee chairs to coordinate the work of 
all committees. Together with the Group CEO, the Chairman 
is responsible for ensuring effective communication with 
shareholders and other stakeholders, including government 
officials and regulators. This is in addition to establishing and 
maintaining a close working relationship with the Group 
CEO and the other GEB members, providing advice and sup-
port while respecting the fact that day-to-day management 
responsibility is delegated to the GEB.

Roles and responsibilities of the senior 
 independent director

At least once per year, the senior independent director orga-
nizes and leads a meeting of the independent BoD members 
without the presence of the Chairman. The senior indepen-
dent director reports to the Chairman of the BoD on the 
evaluation of the Chairman’s performance. The senior inde-
pendent director acts as a contact point for shareholders 
wishing to engage in discussions with an independent BoD 
member.

and approve the succession planning for all executives (other 
than the Group CEO). The human resources and compen-
sation committee also reviews the compensation disclosure 
included in this report. The committee operates under the 
human resources and compensation committee charter, as 
described in the organization regulations and its annexes. 

The Group CEO must provide this committee with an an-
nual report on the effectiveness of UBS’s human resources 
polices and suggest modifications and supply regular up-
dates regarding the results of employee and executive sur-
veys and leadership processes.

The committee comprises at least three independent BoD 
members and, on 31 December 2008, Joerg Wolle chaired 
the committee with Sally Bott, Helmut Panke and Ernesto 
Bertarelli as its additional members. Eight meetings were 
held in 2008, with an average participation of 93%. Of 
those meetings, four were held with external advisors.

➔	Refer to the “Compensation, shareholdings and loans” 

section of this report for more information on the 

BoD human resources and compensation committee’s 

decision-making procedures

Risk committee
The risk committee became effective on 1 July 2008 and 
took over many responsibilities of the former Chairman’s Of-
fice. The function of the committee is to support the BoD in 
fulfilling its duty to supervise and to set appropriate risk 
management and control principles in the areas of: (i) risk 
management and control, including credit, market and op-
erational risk; (ii) treasury and capital management, includ-
ing funding and liquidity; and (iii) balance sheet manage-
ment, including in each case any consequent reputational 
risk. For these purposes, the committee will receive all rele-
vant information from the GEB. The Group CEO, the Group 
CFO, the Group CRO and the Executive Committee are re-
sponsible for assessing and managing the risks of the Group 
and are ultimately accountable to the BoD with regard to 
their activities.

The committee comprises at least three independent BoD 
members and, on 31 December 2008, David Sidwell chaired 
the committee with Rainer-Marc Frey and Helmut Panke as 
its additional members. The committee has met eight times 
since its formation on 1 July 2008, with an average participa-
tion of 87%. Three of these meetings were held with exter-
nal advisors. A special session was held with the Governing 
Board of the Swiss National Bank, and will continue to be 
held on an annual basis.

Strategy committee
The strategy committee became effective on 1 July 2008. 
The functions of the strategy committee are: (i) to work with 
the Group CEO to initiate, at least once per year, a review of 
the firm’s strategy and its implementation by the GEB, with 
a view to submitting presentations to the BoD to facilitate its 
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Supervision and control of executive management re-
mains with the BoD. The authorities and responsibilities of 
the two bodies are governed by the “Articles of Association 
of UBS AG” and “Organization Regulations of UBS AG”, 
including the latter document’s “Annex B - Responsibilities 
and authorities”.

➔	Refer to www.ubs.com/governance for more details on 

checks and balances for the BoD and GEB

Information and control instruments vis-à-vis 
the Group Executive Board

The BoD is kept informed of the activities of the GEB in vari-
ous ways. The minutes of the GEB meetings are made avail-
able to the BoD members. At BoD meetings, the Group CEO 
and the GEB members regularly update the BoD on impor-
tant issues.

At BoD meetings, BoD members may request from BoD 
or GEB members any information about any matters con-
cerning UBS that they require to fulfill their duties. Outside 
meetings, BoD members may request information from oth-
er BoD members and GEB members, in which case such re-
quests must be approved by the Chairman of the BoD.

Group Internal Audit monitors the compliance of busi-
ness activities with legal and regulatory requirements and all 
internal regulations, policies and guidelines. This internal au-
dit organization, which is independent from management, 
reports significant findings to the Chairman of the BoD, the 
risk committee and the audit committee.

For the first time in February 2008, UBS’s internal compli-
ance function provided an annual compliance report to 
the BoD. This report is required by sections 109 and 112 of 
circular 08 / 24 of the Swiss Financial Market Supervisory 
 Authority on the supervision and internal controls at banks.

➔	Refer to the “Risk management and control” section 

of this report for more information

Important business connections of independent 
members of the Board of Directors with UBS

UBS, as a global financial services provider and a major bank 
in Switzerland, has business relationships with many large 
companies including those in which UBS BoD members as-
sume management or independent board responsibilities. 
The nature of the relationships between UBS and companies 
whose chair or chief executive is a member of UBS’s BoD is 
not considered to compromise the BoD members’ capacity 
for independent judgment. Furthermore, no independent 
BoD member has personal business relationships with UBS 
that could compromise his or her independence.

All relationships and transactions with UBS BoD members 
and their affiliated companies are conducted in the ordinary 
course of business and are on the same terms as those pre-
vailing at the time for comparable transactions with non-af-
filiated persons.

Checks and balances: Board of Directors and 
Group Executive Board

Effective 1 July 2008, the separation of responsibilities be-
tween the BoD and executive management has been clari-
fied. The BoD has a clear strategy-setting responsibility and 
will supervise and monitor the business, whereas the GEB, 
headed by the Group CEO, has executive management re-
sponsibility. UBS operates under a strict dual board structure, 
as mandated by Swiss banking law. The functions of Chair-
man of the BoD and Group CEO are assigned to two differ-
ent people, thus ensuring a separation of powers. This struc-
ture establishes checks and balances and preserves the 
institutional independence of the BoD from the day-to-day 
management of the firm, for which responsibility is delegat-
ed to the GEB under the leadership of the Group CEO. No 
member of one board may be a member of the other.
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On 4 November 2008, Joe Scoby stepped down as Group 
Chief Risk Officer (Group CRO) and Philip J. Lofts replaced 
him as Group CRO.

On 12 November 2008, Marten Hoekstra assumed the 
duties on an interim basis of Raoul Weil, Chairman and Chief 
Executive Officer (CEO) of Global Wealth Management & 
Business Banking, who relinquished his duties on that date. 
Currently Raoul Weil is a member of the GEB but does not 
hold a function.

Changes in 2009
Francesco Morra and Juerg Zeltner have been appointed as 
CEOs of Wealth Management & Swiss Bank and as CEO Swit-
zerland and CEO Wealth Management Global, respectively. 
They assumed their roles on 10 February 2009 and became 
members of the GEB at this date. As CEO Switzerland, Fran-
cesco Morra will head the wealth management business for 
domestic Swiss wealth management and private clients. As 
CEO Wealth Management Global, Juerg Zeltner will lead all 
UBS domestic wealth management businesses outside of 
Switzerland and the Americas. Marten Hoekstra heads the 
business division Wealth Management Americas and no lon-
ger assumes the role of deputy Chairman and CEO of Global 
Wealth Management & Business Banking. Oswald J. Gruebel 
was named Group CEO on 26 February 2009, replacing  Marcel 
Rohner who stepped down as Group CEO on that date.

UBS operates under a strict dual board structure, as man-
dated by Swiss banking law. The management of the busi-
ness is delegated by the Board of Directors (BoD) to the 
Group Executive Board (GEB).

Members of the Group Executive Board on  
28 February 2009

The text in the boxes below provides information on the 
composition of the GEB on 28 February 2009. It shows each 
member’s function in UBS, nationality, year of initial appoint-
ment to the GEB, professional history and education, date of 
birth and other activities and functions, such as mandates on 
boards of important corporations, organizations and founda-
tions, permanent functions for important interest groups as 
well as official functions and political mandates.

Changes in 2008
On 23 April 2008, Peter Kurer stepped down as Group 
 General Counsel (Group GC) and was replaced by Markus 
U. Diethelm on 1 September 2008. In the meantime, David 
Aufhauser, Neil Stocks and Bernhard Schmid acted as inter-
im co-General Counsels while Peter Kurer retained an overall 
supervisory role over the team of the three General Coun-
sels. This was accepted by the Swiss Financial Market Super-
visory Authority as a transitional arrangement.

On 1 September 2008, Marco Suter stepped down as 
Group Chief Financial Officer (Group CFO) and John Cryan 
replaced him as Group CFO.

Group Executive Board

Oswald J. Gruebel 1

Address UBS AG  
 Bahnhofstrasse 45  
 CH-8098 Zurich

Function(s) in UBS Group Chief Executive  
 Officer 

Nationality German

Year of initial appointment 2009

1 Oswald J. Gruebel was named Group CEO on 26 February 2009, 
replacing Marcel Rohner who stepped down as Group CEO on that 
date.

Professional history, education and date of birth
Oswald J. Gruebel was named UBS Group Chief Executive Officer (Group CEO) on 26 February 2009. 
Before joining UBS he was the CEO of Credit Suisse Group and of Credit Suisse and stepped down from 
this role in May 2007. He was CEO of Credit Suisse Financial Services from 2002 to 2004 and was addi-
tionally Co-CEO of Credit Suisse Group from 2003 until 2004. Mr. Gruebel was a member of the Credit 
Suisse Group Executive Board (GEB) between 1997 and 2001 and again from 2002 to 2007. From 1991 
until 1997 he was member of the Executive Board of Credit Suisse, responsible for equities, fixed income, 
global foreign exchange, money markets and asset/liability management in Zurich. Before that he was a 
member of the GEB, Financière Credit Suisse First Boston in Zug. In 1970 Mr. Gruebel joined White Weld 
Securities and became its CEO in 1978. From 1961 to 1970 he worked for Deutsche Bank AG. He was 
born on 23 November 1943.



207

C
o

rp
o

ra
te

 g
o

ve
rn

an
ce

 a
n

d
 c

o
m

p
en

sa
ti

o
n

John Cryan

Address UBS AG  
 Bahnhofstrasse 45  
 CH-8098 Zurich

Function(s) in UBS Group Chief Financial  
 Officer (Group CFO)

Nationality British

Year of initial appointment 2008 

Professional history, education and date of birth
John Cryan, formerly global head of the financial institutions group at UBS’s Investment Bank, was ap-
pointed Group CFO in September 2008. As an alumnus of Arthur Andersen & Co, Mr. Cryan joined S.G. 
Warburg in London in 1987. Since 1992, he has specialized in providing strategic and financial advice to 
a wide range of companies in the financial services sector globally. In recent months, he has played an 
active role in advising UBS’s Board of Directors (BoD) and Group Executive Board (GEB) on issues related 
to the current financial crisis. Mr. Cryan graduated in 1981 and holds an MA Hons from the University of 
Cambridge. He was born on 16 December 1960. 

Markus U. Diethelm 

Address UBS AG  
 Bahnhofstrasse 45  
 CH-8098 Zurich

Function(s) in UBS Group General Counsel

Nationality Swiss

Year of initial appointment 2008

Professional history, education and date of birth
Markus U. Diethelm was appointed Group General Counsel of UBS on 1 September 2008. From 1998 to 
2008, he worked for Swiss Re. He started his career in 1983 with Bär & Karrer, a Zurich law firm. In 1988, he 
joined Paul, Weiss, Rifkind, Wharton & Garrison in New York as a foreign associate. As of 1989, he practiced 
with New York’s Shearman & Sterling, specializing in mergers and acquisitions. In 1992 he joined the Los 
Angeles-based law firm Gibson, Dunn & Crutcher, focusing on corporate matters, securities transactions, liti-
gation and regulatory investigations while operating out of the firm’s Brussels and Paris offices. He joined 
Swiss Re in 1998 as Group Chief Legal Officer and was appointed to its GEB effective 1 January 2007. Mr. 
Diethelm holds a law degree from the University of Zurich and a Masters degree and PhD from the law 
school at Stanford University. He is a qualified attorney-at-law in Switzerland and admitted to the New York 
Bar. He was born on 22 October 1957.

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups:
Markus U. Diethelm is the Chairman of the legal committee of the Swiss American Chamber of 
Commerce.

John A. Fraser

Address  UBS AG  
Bahnhofstrasse 45  
CH-8098 Zurich

Function(s) in UBS Chairman and  
 CEO Global Asset  
 Management

Nationality Australian

Year of initial appointment 2002

Professional history, education and date of birth
John A. Fraser was appointed Chairman and CEO of the Global Asset Management division in late 2001. 
Prior to that, he was President and COO of UBS Asset Management and Head of Asia Pacific. In 208, he 
became Chairman of UBS Saudi Arabia. From 1994 to 1998, he was Executive Chairman and CEO of The 
Australia Funds Management business. Before joining UBS, Mr. Fraser spent over 20 years in various 
positions at the Australian Treasury, including two international postings to Washington D.C., first, at the 
International Monetary Fund and, second, as Minister (Economic) at the Australian Embassy. From 1990 
to 1993, he was Deputy Secretary (Economic) of the Australian Treasury from 1990 to 1993. Mr. Fraser 
graduated from Monash University in Australia in 1972 and holds a first-class honors degree in econom-
ics. He was born on 8 August 1951. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
John A. Fraser is a member of the Board of Governors of the Marymount International School at Kingston-
upon-Thames in the UK.

Marten Hoekstra 

Address  UBS AG  
Bahnhofstrasse 45  
CH-8098 Zurich

Function(s) in UBS Deputy CEO Global  
 Wealth Management &  
 Business Banking and  
 Head Wealth  
 Management US

Nationality American (US)

Year of initial appointment 2008

Professional history, education and date of birth
On 12 November 2008, Marten Hoekstra assumed the duties of Raoul Weil, as Chairman and CEO 
Global Wealth Management & Business Banking, on an interim basis. He was appointed head of Wealth 
Management US in July 2005 and Deputy CEO Global Wealth Management & Business Banking in 
November 2007. Between 2001 and 2005, he assumed different management roles in Global Wealth 
Management & Business Banking, including head of market strategy and development, and in July 2002 
became a member of the Group Managing Board. Previously, from 1983 to 2000, he held various roles 
with PaineWebber, including that of financial advisor. Mr. Hoekstra graduated with a BA in political 
 science from the University of North Dakota and received his MBA from the Kellogg Graduate School of 
Management at Northwestern University. He was born on 21 May 1961. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups:
Marten Hoekstra is a member of the BoD of Prisoner Fellowship Ministries and of the Zurich International 
School Foundation, both non-profit organizations. He is also a member of the BoD of the Securities 
Industry & Financial Markets Association (SIFMA).
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Philip J. Lofts 

Address  UBS AG  
Bahnhofstrasse 45  
CH-8098 Zurich

Function(s) in UBS Group CRO

Nationality British

Year of initial appointment 2008

Professional history, education and date of birth
Philip J. Lofts, formerly deputy Group CRO and Group risk Group chief operating officer, was appointed 
Group CRO as of November 2008. He has been with UBS for over 20 years. In 2008, he became Group 
risk chief operating officer after having previously been Group chief credit officer for three years. Before 
this, Mr. Lofts worked for the Investment Bank in a number of business and risk control positions in 
Europe, Asia Pacific and the US. He was born on 9 April 1962.

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Mr. Lofts is a member of the foundation board of the University of Connecticut.

Francesco Morra

Address  UBS AG 
Bahnhofstrasse 45 
CH-8098 Zurich

Function(s) in UBS CEO Switzerland

Nationality Swiss and Italian     

Year of initial appointment 2009 1

1 Appointed on 10 February 2009.

Professional history, education and date of birth
Francesco Morra was appointed CEO Switzerland and became a member of the GEB in February 2009. 
In November 2007, he was appointed Head of Wealth Management Western Europe, Mediterranean, 
Middle East & Africa. In addition, as of September 2008, he was also responsible for the business unit 
Latin America, Caribbean & Canada. Francesco Morra joined UBS in 2005 as Head of Wealth Management 
Italy and as a member of the Group Managing Board. Before joining UBS, he held various management 
positions at The Boston Consulting Group Inc. between 1992 and 2005. He holds a PhD in economics 
from the University of St. Gallen (Switzerland). He was born on 31 August 1967.

Walter H. Stuerzinger

Address  UBS AG  
Bahnhofstrasse 45  
CH-8098 Zurich

Function(s) in UBS COO Corporate Center

Nationality Swiss

Year of initial appointment 2005

Professional history, education and date of birth
Walter H. Stuerzinger was appointed COO Corporate Center in October 2007. Prior to that, he was 
Group CRO from 2001 until 2007 and head of Group Internal Audit from 1998 until 2001. Before the 
merger with SBC, he was head of Group Internal Audit at the former Union Bank of Switzerland. 
Previously he worked with Credit Suisse on various assignments in the controlling and auditing areas. Mr. 
Stuerzinger holds a Swiss banking diploma and is a member of the Institute of Chartered Accountants. 
He was born on 6 July 1955. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Walter H. Stuerzinger is a member of the foundation board of the UBS Pension Fund.

Rory Tapner

Address  UBS AG  
Bahnhofstrasse 45  
CH-8098 Zurich

Function(s) in UBS Chairman and  
 CEO Asia Pacific

Nationality British

Year of initial appointment 2006

Professional history, education and date of birth
Rory Tapner was appointed Chairman and CEO Asia Pacific in May 2004. Previously he was Joint Global 
Head of Investment Banking. From 1983 to 1998 he was with S.G. Warburg and Warburg Dillon Read as 
global head of equity capital markets, joint head of UK corporate finance and head of the UK capital 
markets team. He was also a member of the Warburg Dillon Read executive board. Mr. Tapner has a law 
degree from Kings College, London University and went to Lancaster Gate Law School. Mr. Tapner was 
born on 30 September 1959. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Rory Tapner is the treasurer and Chairman of the financial committee of Council of Kings College, London 
University.

Jerker Johansson 

Address  UBS AG  
Bahnhofstrasse 45  
CH-8098 Zurich

Function(s) in UBS Chairman and  
 CEO of the UBS  
 Investment Bank 

Nationality Swedish

Year of initial appointment 2008

Professional history, education and date of birth
Jerker Johansson joined UBS and was named Chairman and CEO of the UBS Investment Bank on 
13 February 2008. Previously he was vice chairman of Morgan Stanley Europe, and a member of its 
management committee. From 2005 to 2007, he was head of Morgan Stanley’s institutional equity divi-
sion. In 2005, he was also named co-head of the combined sales and trading business, consisting of the 
institutional equity division and the fixed income division. In 2007, he became co-head of sales and trad-
ing with responsibility for clients and services, continuing his responsibility for prime brokerage and be-
coming solely responsible for the sales and trading side of capital markets. Mr. Johansson joined Morgan 
Stanley in 1985 as a summer associate and held various positions including head of equity capital markets 
Europe before being promoted in 1997 to COO, institutional equity division Europe. He was also a mem-
ber of the European management committee. From 2002 to 2005, he was head of the institutional eq-
uity division in Europe. Before joining Morgan Stanley, Mr. Johansson was part of Bankers Trust’s Graduate 
Training Program, and also worked for Chase Manhattan Bank. He holds a Masters degree in economics 
from Stockholm University and an MBA from Stanford. He was born on 19 May 1956.

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Jerker Johansson is a member of the Stanford Business School advisory board, a trustee of Tower Hamlets 
Educational Business Partnership and a Business Leader at Community Links, London.
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Responsibilities, authorities and organizational 
principles of the GEB

Under the leadership of the Group CEO, the GEB has executive 
management responsibility for the Group and its business. The 
GEB assumes overall responsibility for the development and 
implementation of strategies for the Group and business divi-
sions. The GEB, in particular the Group CEO, is responsible for 
the implementation and results of the firm’s business strate-
gies. The GEB plays a key role in defining the human resources 
policy and the compensation principles of the Group.

➔	Refer to the “Organization Regulations of UBS AG”, which 

are available at www.ubs.com/governance, for more 

information on the authorities of the GEB

Management contracts

UBS has not entered into management contracts with any 
third parties.

Establishment of the Executive Committee

The Executive Committee (EC) was established on 1 Janu-
ary 2009. The EC consists of the Group CEO, the Group 
CFO, the Group CRO and the Group GC. Under the leader-
ship of the Group CEO, the EC is responsible for the alloca-
tion of the UBS Group’s financial resources to the business 
divisions – i.e. the capital, the terms and availability of 
funding and the risk capacity and parameters, in each case 
within the limits set by the BoD. Additionally, the EC sets 
the performance targets of the business divisions and then 
monitors and evaluates them. Under the auspices of the 
Group CEO, the EC prepares proposals for approval by the 
BoD and supports the BoD in its decision-making process. 
The EC has overall responsibility for implementing UBS’s 
risk management and control principles, allocating risk ca-
pacity to the business divisions and controlling the firm’s 
overall risk profile.

Alexander Wilmot-Sitwell

Address  UBS AG  
Bahnhofstrasse 45  
CH-8098 Zurich

Function(s) in UBS Joint Global Head of  
 Investment Banking,  
 Chairman and CEO of  
 UBS Group Europe,  
 Middle East & Africa

Nationality British

Year of initial appointment 2008

Professional history, education and date of birth
In January 2008, Alexander Wilmot-Sitwell became Joint Global Head of Investment Banking and 
Chairman and CEO of UBS Group Europe, Middle East & Africa. In 2006, Mr. Wilmot-Sitwell became a 
member of the Group managing board. He joined the firm in 1996 as head of corporate finance in South 
Africa and moved to London in 1998 as head of UK investment banking. Prior to joining Warburg Dillon 
Read, he was head of corporate finance at SBC Warburg in South Africa, SBC Warburg. Mr. Wilmot-Sitwell 
graduated from Bristol University with a degree in modern history. He was born on 16 March 1961. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Alexander Wilmot-Sitwell is vice president of the “Save the Children Fund”, London.

Robert Wolf

Address  UBS AG  
Bahnhofstrasse 45  
CH-8098 Zurich

Function(s) in UBS Chairman and  
 CEO of UBS Group  
 Americas,  
 President of the  
 UBS Investment Bank

Nationality American (US)

Year of initial appointment 2008

Professional history, education and date of birth
Robert Wolf was appointed President of the UBS Investment Bank in 2007 and was COO of the UBS 
Investment Bank from 2004 to 2008. Since 2006, he has also served as Chairman and CEO of UBS 
Group Americas. Prior to this, Mr. Wolf served as global head of fixed income from 2002 to 2004 and 
held the position of global head of credit trading, research & distribution from 1998 to 2001. He joined 
the firm in 1994, after spending approximately 10 years at Salomon Brothers in fixed income. Mr. Wolf 
graduated from the Wharton School at the University of Pennsylvania with a Bachelors of Science in 
economics in 1984. He was born on 8 March 1962. 

Other activities and functions 
Mandates on boards of important corporations, organizations and foundations or interest groups: 
Robert Wolf is a member of the undergraduate executive board of Wharton School, of the athletics board 
of overseers of UPENN and of the Financial Services Round Table. Mr. Wolf is a member of the Council 
on Foreign Relations and of the committee encouraging corporate philanthropy. He is in the executive 
leadership council of the Multiple Myeloma Research Foundation, Norwalk, CT, and on the board of 
trustees of the Children’s Aid Society, New York. 

Juerg Zeltner

Address  UBS AG  
Bahnhofstrasse 45  
CH-8098 Zurich

Function(s) in UBS  CEO Wealth 
Management Global

Nationality Swiss

Year of initial appointment 2009 1

1 Appointed on 10 February 2009.

Professional history, education and date of birth
Juerg Zeltner was appointed CEO Wealth Management Global and became a member of the GEB in 
February 2009. In November 2007, he was appointed Head of Wealth Management North, East & 
Central Europe and became a member of the Group Managing Board in the same year. From 2005 to 
2008, he was CEO of UBS Deutschland AG, Frankfurt and became CEO of all UBS business in Benelux, 
Germany and Central Europe in 2007. Prior to that, he held various management positions in the Private 
Banking Division of UBS. Between 1987 and 1998, Juerg Zeltner was with SBC in various roles within 
the Private and Corporate Client Division in Bern, New York and Zurich. He graduated from the School of 
Economics and Business Administration in Bern and completed the Advanced Management Program at 
Harvard Business School. He was born on 4 May 1967. 
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The Group Managing Board (GMB) comprises members of 
business division and Corporate Center management and 
 individuals assuming special Group functions. In the first half 
of 2009, the GMB will be dissolved and replaced by a new 
group of senior leaders reflecting the responsibilities at 
Group, divisional and regional levels.

Senior leadership
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panies normally submit the proxy material to the beneficial 
owners and transmit the collected votes to UBS.

Statutory quorums

Shareholder resolutions, the election and re-election of 
members of the BoD and the appointment of the Group 
and statutory auditors are decided at the AGM by an abso-
lute majority of the votes cast, excluding blank and invalid 
ballots. Swiss company law requires that for certain specific 
issues a majority of two-thirds of the votes represented at 
the meeting vote in favor of the resolution. These issues in-
clude, among others, the introduction of voting shares, the 
introduction of restrictions on the transferability of regis-
tered shares, conditional and authorized capital increases, 
and restrictions or exclusion of shareholders’ pre-emptive 
rights.

The “Articles of Association of UBS AG” also require a 
two-thirds majority of votes represented for any change to 
its provisions regarding the number of BoD members and 
any decision to remove one-fourth or more of the members 
of the BoD.

Votes and elections are normally conducted electronically 
to ascertain clearly the exact number of votes cast. Voting by 
a show of hands remains possible if a clear majority is pre-
dictable. Shareholders representing at least 3% of the votes 
represented may still request, however, that a vote or elec-
tion take place electronically or by written ballot. In order to 
allow shareholders to clearly express their views on all indi-
vidual topics, each item on the agenda is put to vote sepa-
rately and BoD elections are made on a person-by-person 
basis.

Convocation of general meetings of shareholders

The AGM normally takes place in April each year, but in any 
case within six months of the close of the financial year. A 
personal invitation including a detailed agenda and explana-
tion of each motion is sent to every registered shareholder at 
least 20 days ahead of the scheduled meeting. The meeting 
agenda is also published in various Swiss and international 
newspapers and on the internet at www.ubs.com/agm.

Extraordinary general meetings (EGMs) may be convened 
whenever the BoD or the statutory auditors consider it nec-
essary. Shareholders individually or jointly representing at 
least 10% of the share capital may, at any time, ask in writ-
ing that an EGM be convened to deal with a specific issue 
put forward by them. Such a request may also be brought 
forward during the AGM.

UBS is committed to shareholder participation in its decision-
making process and aims to make such participation as easy 
as possible. More than 300,000 directly registered share-
holders, as well as some 90,000 US shareholders registered 
via nominee companies, regularly receive written informa-
tion about the firm’s activities and performance and are per-
sonally invited to shareholder meetings. Refer to the “Infor-
mation policy” section of this report for further information 
on these documents.

Relationships with shareholders

UBS fully subscribes to the principle of equal treatment of all 
shareholders, who range from large investment institutions 
to individual investors, and regularly informs them about the 
development of the company of which they are co-owners.

The annual general meeting (AGM) offers shareholders 
the opportunity to raise any questions regarding the devel-
opment of the company and the events of the year under 
review. Members of the Board of Directors (BoD) and Group 
Executive Board (GEB), as well as the internal and external 
auditors, are present to answer these questions.

Voting rights, restrictions and representation

UBS places no restrictions on share ownership and voting 
rights. Nominee companies and trustees, which normally 
represent a large number of individual shareholders, may 
hold an unlimited number of shares, but voting rights are 
limited to a maximum of 5% of outstanding UBS 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 the 5% voting limit.

In order to be recorded in the share register with voting 
rights, shareholders must confirm that they acquired UBS 
shares in their own name and for their own account. Nomi-
nee companies and trustees are required to sign an agree-
ment with UBS confirming their willingness to disclose to the 
company, upon its request, individual beneficial owners 
holding more than 0.3% of all issued shares.

All shareholders registered with voting rights are entitled 
to participate in shareholder meetings. If they do not wish to 
attend in person, they can issue instructions to accept, reject 
or abstain on each individual item on the meeting agenda 
either by giving instructions to an independent proxy desig-
nated by UBS (as required under Swiss company law) or by 
appointing UBS, another bank or another registered share-
holder of their choice to vote on their behalf. Nominee com-

Shareholders’ participation rights
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mulates an opinion on the proposals, which is published to-
gether with the motions.

Registrations in the share register

The general rules for being entered with voting rights in the 
Swiss or US share registers of UBS also apply before general 
meetings of shareholders. There is no “closing of the share reg-
ister” in the days ahead of the meeting. Registrations, including 
the transfer of voting rights, are processed for as long as techni-
cally possible, normally until two days before the meeting.

Placing of items on the agenda

Shareholders individually or jointly representing shares with 
an aggregate par value of CHF 62,500 may submit proposals 
for matters to be placed on the agenda for consideration at 
the shareholders’ meeting.

UBS publishes the deadline for submitting such proposals 
in the Swiss Official Gazette of Commerce and on its website 
(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, if necessary. The BoD for-
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Clauses on changes of control

The service agreements and employment contracts of the 
Chairman of the Board of Directors (BoD) and of the mem-
bers of the Group Executive Board (GEB) and the Group 
Managing Board (GMB) do not generally contain clauses 
triggered by a change of control. For 2008, employment 
contracts contain employment notice periods of 12 months 
for GEB members and six to 12 months for GMB members, 
depending on local market practice. From 2009, employ-
ment contracts for GEB members will have a reduced notice 
period of six months. During this notice period they are en-
titled to salary and pro rata discretionary incentive awards.

The human resources and compensation committee of 
the BoD may, however, accelerate the vesting of restricted 
shares and amend the vesting date or lapse date of options 
for all employees in case of a change of control.

UBS refrains from restrictions that would hinder develop-
ments initiated in or supported by the financial markets. It 
also does not have any specific defenses in place to prevent 
hostile takeovers.

Duty to make an offer

An investor who acquires more than 33 1⁄3% of all voting 
rights (directly, indirectly or in concert with third parties), 
whether they are exercisable or not, has to submit a take-
over offer for all shares outstanding, according to Swiss 
stock exchange law. UBS has not elected to change or opt 
out of this rule.

Change of control and defense measures



214

Fees paid to external auditors

UBS paid the following fees (including expenses) to its external auditors Ernst & Young Ltd.:

For the year ended

In CHF thousand 31.12.08 31.12.07

Audit

Global audit fees 45,848 49,000

Additional services classified as audit (services required by law or statute,  
including work of a non-recurring nature mandated by regulators) 9,918 12,718

Total audit 55,766 61,718

Non-audit

Audit-related fees 8,430 9,779

Tax advisory 504 1,892

Other 1,246 1,699

Total non-audit 10,180 13,370

Corporate governance and compensation
Corporate governance

Audit work includes all services necessary to perform the 
audit in accordance with applicable laws and generally ac-
cepted auditing principles as well as other assurance ser-
vices that generally only the principal auditor can provide. 
This includes statutory and regulatory audits, attest servic-
es, and reviews of documents to be filed with regulatory 
bodies.

Audit-related work comprises assurance and related ser-
vices that are traditionally performed by the principal audi-
tors, such as letters of comfort, internal control reviews, at-
testation services related to financial reporting, consultation 
concerning financial accounting and reporting standards as 
well as investment performance reports.

Tax work performed by Ernst & Young’s tax division 
 encompasses routine preparation of draft original and 
amended tax returns, general tax planning and advice on tax 
compliance matters. 

Other services are approved on an exceptional basis only. 
In 2007 and 2008, they mainly comprised on-call advisory 
services.

Pre-approval procedures and policies
To ensure their independence, all services provided by Ernst 
& Young have to be pre-approved by the audit committee of 
the BoD. A pre-approval may be granted either for a specific 
mandate or in the form of a general pre-approval authoriz-
ing a limited and well-defined type and amount of services.

The audit committee has delegated pre-approval authority 
to its chair; hence the Group Chief Financial Officer submits 
all proposals for services by Ernst & Young to the chair of the 

Audit is an integral part of corporate governance. While retain-
ing their independence, the external auditors and Group Inter-
nal Audit closely coordinate their work. The risk committee, the 
audit committee and ultimately the Board of Directors (BoD) 
supervise the adequacy of audit work.

External, independent auditors

At the annual general meeting (AGM) in 2008, Ernst & Young 
Ltd., Basel, (Ernst & Young) were re-elected as auditors for 
the UBS Group (Group) for a further one-year term of office. 
Ernst & Young assume all auditing functions according to 
laws, regulatory requests and the “Articles of Association of 
UBS AG”. The Ernst & Young lead partners in charge of the 
UBS audit are Andrew McIntyre and Andreas Blumer (since 
2005 and 2004, respectively). Ernst & Young will be proposed 
for re-election at the AGM in 2009.

At the AGM in 2006, BDO Visura, Zurich, was appointed 
as special auditor for a three-year term of office. The special 
auditors provide audit opinions in connection with capital 
increases independently from the Group auditors. BDO Vi-
sura will be proposed for re-election at the AGM in 2009.

Fees paid to external independent auditors 
The fees (including expenses) paid by UBS to its auditors are 
listed in the following table. In addition, Ernst & Young re-
ceived CHF 31,561,000 in 2008 (CHF 31,050,000 in 2007) 
for audit and tax work performed on behalf of UBS invest-
ment funds, many of which have independent fund boards 
or trustees.

Auditors
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informed about important issues. Group Internal Audit closely 
cooperates with internal and external legal advisors and risk 
control units on investigations into major control issues.

To maximize its independence from management, the 
head of Group Internal Audit, Ian Overton, reports directly to 
the Chairman of the BoD and to the risk committee. Group 
Internal Audit has unrestricted access to all accounts, books 
and records and must be provided with all information and 
data needed to fulfill its auditing duties. The risk committee 
may order special audits to be conducted. BoD members, 
BoD committees or the Group CEO may submit requests for 
such audits to the risk committee.

Coordination and close cooperation with the auditors en-
hance the efficiency of Group Internal Audit’s work.

audit committee for approval. At each quarterly meeting, the 
committee is informed of the approvals granted by its chair.

Group Internal Audit

With 331 staff members worldwide at 31 December 2008, 
Group Internal Audit supports the BoD and its committees by 
independently assessing the effectiveness of UBS’s system of 
internal controls and the firm’s compliance with statutory, le-
gal and regulatory requirements. All key issues raised by 
Group Internal Audit are communicated to the management 
responsible, to the Group Chief Executive Officer (Group CEO) 
and to the Chairman of the BoD via formal audit reports. In 
addition, the BoD’s risk and audit committees are regularly 
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and results might entail. Feedback from analysts and inves-
tors is continually assessed and, where relevant, reflected in 
the firm’s quarterly and annual reports. To continue to 
achieve these goals, UBS applies the following principles in 
its financial reporting and disclosure:
–  Transparency in disclosure enhances understanding of the 

economic drivers and, as with the provision of detailed 
business results, builds trust and credibility. 

–  Consistency in disclosure within each reporting period 
and between reporting periods.

–  Simplicity in disclosure allows readers to gain the appro-
priate level of understanding of the performance of the 
firm’s businesses.

–  Relevance in disclosure avoids information overload by 
focusing on what is relevant to UBS’s stakeholders or re-
quired by regulation or statute.

–  Best practice in line with industry norms, leading the way 
to improved standards where possible.

Financial reporting policies

UBS reports its results after the end of every quarter, includ-
ing a breakdown of results by business divisions and exten-
sive disclosures relating to credit and market risk.

UBS’s financial statements are prepared according to In-
ternational Financial Reporting Standards (IFRS) as issued by 
the International Accounting Standards Board. Refer to 
“Note 1 Summary of significant accounting policies” in the 
financial statements of this report for a detailed explanation 
of the basis of UBS’s accounting.

UBS is committed to maintaining the transparency of its 
reported results and to ensuring that analysts and investors 
can make meaningful comparisons with previous periods. If 
there is a major reorganization of its business divisions, or if 
changes to accounting standards or interpretations lead to a 
material change in the Group’s reported results, UBS’s results 
are restated for previous periods when required by applica-
ble accounting standards to show how they would have 
been reported according to the new basis and provide clear 
explanations of all relevant changes. Prior to publication of 
first quarter 2009 results, UBS will publish restated business 
division results on www.ubs.com/investors showing quarter-
ly and annual results for 2007 and 2008 under the new or-
ganizational structure announced on 10 February 2009.

US regulatory disclosure requirements
As a reporting company under the US federal securities laws 
(a foreign private issuer), UBS must file or submit certain re-
ports and other information, including certain financial re-

UBS provides regular information to its shareholders and to 
the financial community.

Financial results will be published as follows

First quarter 5 May 2009

Second quarter 4 August 2009

Third quarter 3 November 2009

Fourth quarter 9 February 2010

The annual general meeting of shareholders will take 
place as follows

2009 15 April 2009

2010 14 April 2010

UBS meets with institutional investors worldwide throughout 
the year. It regularly holds results presentations, special inves-
tor seminars, road shows, individual and group meetings. 
Where possible, meetings involve senior management as well 
as members of the investor relations team. UBS makes use of 
diverse technologies such as webcasting, audio links and 
cross-location video-conferencing to widen its audience and 
maintain contact with shareholders around the world.

Once a year, unless they explicitly choose not to, registered 
shareholders receive a summary of UBS’s annual report in the 
form of an annual review. It provides an overview of the firm 
and its activities during the year as well as key financial infor-
mation. Each quarter, shareholders are mailed a brief update 
on the firm’s quarterly financial performance. Shareholders 
can also request UBS’s complete financial reports, produced 
on a quarterly and annual basis, free of charge.

To ensure fair access to and dissemination of its financial 
information, UBS makes its publications available to all 
shareholders at the same time.

➔	Refer to www.ubs.com/investors for a complete set of 

published reporting documents, access to recent webcasts 

and a selection of senior management industry conference 

presentations

Financial disclosure principles

Based on discussions with analysts and investors, UBS be-
lieves that the market rewards companies that provide clear, 
consistent and informative disclosure about their business. 
Therefore, UBS aims to communicate its strategy and results 
in a manner that allows shareholders and investors to gain a 
full and accurate understanding of how the company works, 
what its growth prospects are and what risks the strategy 

Information policy
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In accordance with Section 404 of the US Sarbanes-Oxley 
Act of 2002, the management of UBS is responsible for es-
tablishing and maintaining adequate internal control over 
financial reporting. The financial statements of this report 
contain management’s assessment of the effectiveness of in-
ternal control over financial reporting as of the time of the 
report’s publication. The external auditors’ report on this as-
sessment is also included.

ports, with the US Securities and Exchange Commission 
(SEC). UBS files an annual report on Form 20-F with the SEC, 
and submits to the SEC its quarterly financial reporting un-
der cover of Form 6-K.

As of the end of the period covered by this annual report, 
an evaluation was carried out under the supervision of man-
agement, including the Group Chief Executive Officer (CEO) 
and Group Chief Financial Officer (CFO), of the effectiveness 
of UBS’s disclosure controls and procedures (as defined in 
Rule 13a–15e) under the US Securities Exchange Act of 
1934. Based upon that evaluation, the Group CEO and 
Group CFO concluded that these disclosure controls and 
procedures were effective as of the end of the period cov-
ered by this annual report. No significant changes were 
made in UBS’s internal controls or in other factors that could 
significantly affect these controls subsequent to the date of 
their evaluation.

➔	These reports and filings, as well as materials sent 

to shareholders in connection with annual and 

 extraordinary general meetings, are all available at   

www.ubs.com/investors
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requirements issued at the end of 2008 increased the risk-based 
buffer and complemented it with a leverage ratio requirement, 
i.e. a minimum ratio of capital and balance sheet.

The Federal Act of 10 October 1997 on the Prevention of 
Money Laundering in the Financial Sector (Anti-Money Laun-
dering Act, AMLA) lays down a common standard for due 
diligence obligations for the whole financial sector which 
must be met in order to prevent money laundering.

In its capacity as a securities broker, UBS is governed by 
the Swiss Federal Law on Stock Exchanges and Securities 
Trading of 24 March 1995, as amended. FINMA is the com-
petent supervisory authority.

Regulation by FINMA
FINMA is strongly involved in the shaping of the legislative frame-
work for banks, especially through the following mechanisms:
 – First, FINMA has substantial influence on the drafting of 

Swiss federal legislation (for example, the specific ordi-
nance concerning the prevention of money laundering of 
18 December 2002, as amended).

–  On a more technical level, FINMA is empowered to issue 
circulars, 44 of which are presently effective. These in-
clude, for example, FINMA circular 08 / 38 on market be-
havior and FINMA circular 08 / 24 on supervision and in-
ternal controls at banks.

Self-regulation by the SIX Swiss Exchange and the Swiss 
Bankers Association
Certain aspects of securities brokering, such as the organi-
zation of trading, are subject to self-regulation through the 
SIX Swiss Exchange (SIX), under the overall supervision of 
FINMA. Examples are:
 – the Listing Regulations of 24 January 1996, as amended, 

and the General Conditions dated 7 September 2007 (the 
Listing Regulations are currently under review and amend-
ments may go into force on 1 July 2009); and

–  the Directive on the Disclosure of Management Trans-
actions of 1 July 2005.
FINMA also officially endorses self-regulatory guidelines 

issued by the banking industry (through the Swiss Bankers 
Association), making them an integral part of banking regu-
lation. Examples are:
–  Agreement on the Swiss banks’ code of conduct with re-

gard to the exercise of due diligence, 2008.
–  Directives on the independence of financial research, 2008.
–  Guidelines on the simplified prospectus for structured 

products, 2007.
 – Agreement of Swiss Banks on Deposit Insurance, 2005.
–  Guidelines on the handling of dormant accounts, custody 

accounts and safe-deposit boxes held in Swiss banks, 2000.

As a Swiss-registered company, UBS’s home country regula-
tor is the Swiss Financial Market Supervisory Authority (FIN-
MA). However, UBS’s operations are global and are therefore 
regulated and supervised by the relevant authorities in each 
of the jurisdictions in which it conducts business. This section 
describes the regulation and supervision of UBS’s business in 
Switzerland, the firm’s home market. The regulatory and su-
pervisory environments in the US and the UK, UBS’s next two 
largest areas of operations, are also discussed. 

Regulation and supervision in Switzerland

FINMA, the successor organization of the Swiss Federal Bank-
ing Commission (SFBC), commenced operations on 1 January 
2009. On that date, the Federal Act on the Swiss Financial Mar-
ket Supervisory Authority, which the Swiss Parliament approved 
on 22 June 2007, went into full legal force. The effect of the 
Act is to merge three bodies – the Swiss Federal Banking Com-
mission (SFBC), the Federal Office of Private Insurance, and the 
Anti-Money Laundering Control Authority – into FINMA. In ad-
dition to a new organizational framework which will also im-
pact supervisory activity, the Act streamlines and harmonizes 
the sanctions regime applicable to financial institutions.

Swiss federal legislation
The legislation most relevant to UBS is that enacted by the 
Swiss Parliament and the Swiss Federal Council.

In this respect, UBS is regulated by the Swiss Federal Law 
relating to Banks and Savings Banks of 8 November 1934, 
as amended, and the related Implementing Ordinance of 
17 May 1972, as amended, which are together known as the 
Federal Banking Law. Depending on the license obtained un-
der this law, banks in Switzerland may engage in a full range 
of financial services activities, including commercial banking, 
investment banking and asset management. Banking groups 
may also engage in insurance activities, but these must be 
undertaken through a separate subsidiary. The Federal Bank-
ing Law establishes a framework for supervision by FINMA.

Switzerland implemented the internationally agreed capi-
tal adequacy rules of the Basel Capital Accord (Basel II) by 
means of the Capital Adequacy Ordinance of 29 September 
2006 and subsequent FINMA circulars. Switzerland imposes 
a more differentiated and tighter regime than the interna-
tionally agreed rules, including more stringent risk weights.

➔	Refer to the “Capital management” section of this report 

for more details about capital requirements

Capital requirements for the two large banks, UBS and Cred-
it Suisse, exceed the Swiss minimum due to a mandatory capital 
buffer under Pillar 2 of Basel II. The revised decree on capital 

Regulation and supervision
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state of Utah are insured by the Federal Deposit Insurance 
Corporation. The regulation of the firm’s US branches and 
subsidiaries imposes restrictions on the activities of those 
branches and subsidiaries, as well as prudential restrictions, 
such as limits on extensions of credit to a single borrower, 
including UBS subsidiaries and affiliates.

The licensing authority of each US branch has the author-
ity, in certain circumstances, to take possession of the busi-
ness and property of UBS located in the state of the office it 
licenses. Such circumstances generally include violations of 
law, unsafe business practices and insolvency. As long as 
UBS maintains one or more federal branches, the Office of 
the Comptroller of the Currency also has the authority to 
take possession of the US operations of UBS AG under simi-
lar circumstances, and this federal power may pre-empt the 
state insolvency regimes that would otherwise be applicable 
to UBS’s state-licensed branches. As a result, if the Office of 
the Comptroller of the Currency exercised its authority over 
the US branches of UBS AG pursuant to federal law in the 
event of a UBS insolvency, all of UBS’s US assets would most 
likely be applied first to satisfy creditors of its US branches as 
a group, and then made available for application pursuant to 
any Swiss insolvency proceeding.

In addition to the direct regulation of its US banking of-
fices, UBS is subjected to oversight regulation by the Board 
of Governors of the Federal Reserve System under various 
laws (including the International Banking Act of 1978 and 
the Bank Holding Company Act of 1956) because it operates 
US branches. On 10 April 2000, UBS AG was designated a 
“financial holding company” under the Bank Holding Com-
pany Act of 1956. Financial holding companies may engage 
in a broader spectrum of activities than bank holding com-
panies or foreign banking organizations that are not finan-
cial holding companies, including underwriting and dealing 
in securities. To maintain its financial holding company sta-
tus, (1) UBS, its US subsidiary federally chartered trust com-
pany and its US subsidiary bank located in Utah are required 
to meet certain capital ratios, (2) UBS’s US branches, its US 
subsidiary federally chartered trust company, and its US sub-
sidiary bank located in Utah are required to meet certain ex-
amination ratings, and (3) UBS’s subsidiary bank in Utah is 
required to maintain a rating of at least “satisfactory” unter 
the Community Reinvestment Act of 1997. A major focus of 
US governmental policy relating to financial institutions in 
recent years has been aimed at fighting money laundering 
and terrorist financing. Regulations applicable to UBS and its 
subsidiaries impose obligations to maintain appropriate poli-
cies, procedures and controls to detect, prevent and report 
money laundering and terrorist financing and to verify the 
identity of their customers. Failure of a financial institution to 
maintain and implement adequate programs to combat 
money laundering and terrorist financing could have serious 
consequences for the firm, both in legal terms and in terms 
of its reputation.

Two-tier system of supervision and direct supervision of UBS 
and Credit Suisse
Generally, supervision in Switzerland is based on a division of 
tasks between FINMA and a number of authorized audit 
firms. Under this two-tier supervisory system, FINMA has the 
responsibility for overall supervision and enforcement mea-
sures while the authorized audit firms carry out official du-
ties on behalf of and subject to sanctions imposed by FIN-
MA. The responsibility of external auditors encompasses the 
audit of financial statements, the reviewing of banks’ com-
pliance with all prudential requirements and on-site audits.

Due to their major role in the Swiss financial system, 
 FINMA subjects UBS and Credit Suisse to its direct supervi-
sion. The regime of direct supervision is regulated by the 
FINMA 08 / 9 circular on the supervision of large banking 
groups. Supervisory tools include an intensive schedule of 
meetings with bank management and provision of manage-
ment information encompassing all control and business 
 areas, direct audits (on-site examinations), on-site visits to 
the banks’ operations in foreign jurisdictions and coordinat-
ed action and exchange with important host supervisors.

FINMA assigns to each of the two large banking groups a 
team responsible for monitoring their risk situation on an 
ongoing basis. The analyses produced by these supervisory 
teams are combined and supplemented with those of two 
cross-institutional specialist groups focusing on specific as-
pects of investment banking, wealth management and asset 
management. 

Disclosures to the Swiss National Bank
While Switzerland’s banks are primarily supervised by  FINMA, 
compliance with liquidity rules is monitored by the Swiss 
 National Bank (SNB). The SNB also takes a direct interest in 
the stress testing practice of both big banks. Liquidity regula-
tion is currently being reformed.

Regulation and supervision in the US

Banking regulation
UBS’s operations in the US are subject to a variety of regula-
tory regimes. It maintains branches in California, Connecti-
cut, Illinois, New York and Florida. UBS’s branches located in 
California, New York and Florida are federally licensed by the 
Office of the Comptroller of the Currency. US branches lo-
cated in Connecticut and Illinois are licensed by the state 
banking authority of the state in which the branch is located. 
Each US branch is subject to regulation and examination by 
its licensing authority. UBS also maintains state and federally 
chartered trust companies and other limited purpose banks, 
which are regulated by state regulators or the Office of the 
Comptroller of the Currency. In addition, the Board of Gov-
ernors of the Federal Reserve System exercises examination 
and regulatory authority over UBS’s state-licensed US branch-
es. Only the deposits of UBS’s subsidiary bank located in the 
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ties; and administering a dispute resolution forum for investors 
and registered firms. It also performs market regulation under 
contract for the NASDAQ Stock Market, the American Stock 
Exchange and the Chicago Climate Exchange.

Regulation and supervision in the UK

UBS’s operations in the UK are regulated by the Financial 
Services Authority (FSA), which establishes a regime of rules 
and guidance governing all relevant aspects of financial ser-
vices businesses.

The FSA has established a risk-based approach to supervi-
sion and has a wide variety of supervisory tools available to 
it, including regular risk assessments, on-site inspections 
(which may relate to an industry-wide theme or be firm-spe-
cific) and the ability to commission reports by skilled persons 
(who may be the firm’s auditors, IT specialists, lawyers or 
other consultants as appropriate). The FSA also has an ex-
tremely wide set of sanctions which it may impose under the 
Financial Services and Markets Act 2000, broadly similar to 
those available to US regulators.

Some of UBS’s subsidiaries and affiliates are also regulat-
ed by the London Stock Exchange and other UK securities 
and commodities exchanges of which UBS is a member. The 
business is also subject to the requirements of the UK Panel 
on Takeovers and Mergers where relevant.

Financial services regulation in the UK is conducted in ac-
cordance with European Union directives which require, 
among other things, compliance with certain capital ade-
quacy standards, customer protection requirements and 
conduct of business rules (such as MiFID). These directives 
apply throughout the European Union and are reflected in 
the regulatory regimes of the various member states. The 
standards, rules and requirements established under these 
directives are broadly comparable in scope and purpose to 
the regulatory capital and customer protection requirements 
imposed under applicable US law.

US regulation of other US operations
In the US, UBS Securities LLC and UBS Financial Services Inc., 
as well as UBS’s other US-registered broker-dealer entities, 
are subject to regulations that cover all aspects of the securi-
ties business, including: sales methods; trade practices 
among broker-dealers; use and safekeeping of customers’ 
funds and securities; capital structure; record-keeping; the 
financing of customers’ purchases; and the conduct of direc-
tors, officers and employees. 

These entities are regulated by a number of different gov-
ernment agencies and self-regulatory organizations, includ-
ing the Securities and Exchange Commission (SEC) and the 
Financial Industry Regulatory Authority (FINRA). Depending 
upon the specific nature of a broker-dealer’s business, it may 
also be regulated by some or all of the New York Stock Ex-
change (NYSE), the Municipal Securities Rulemaking Board, 
the US Department of the Treasury, the Commodities Futures 
Trading Commission and other exchanges of which it may 
be a member. In addition, the US states, provinces and ter-
ritories have local securities commissions that regulate and 
monitor activities in the interest of investor protection. These 
regulators have a variety of sanctions available, including the 
authority to conduct administrative proceedings that can re-
sult in censure, fines, the issuance of cease-and-desist orders 
or the suspension or expulsion of the broker-dealer or its di-
rectors, officers or employees.

Created in July 2007 through the consolidation of the Na-
tional Association of Securities Dealers (NASD) and the mem-
ber regulation, enforcement and arbitration functions of the 
NYSE, FINRA is dedicated to investor protection and market 
integrity through effective and efficient regulation and com-
plementary compliance and technology-based services.

FINRA covers a broad spectrum of securities businesses, in-
cluding: registering and educating industry participants; exam-
ining securities firms; writing rules; enforcing those rules and 
the federal securities laws; informing and educating the invest-
ing public; providing trade reporting and other industry utili-
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Board of Directors and its committees
UBS operates under a strict dual board structure mandated 
by Swiss banking law. No member of the Group Executive 
Board (GEB) may also be a member of the BoD and vice versa. 
This structure ensures the institutional independence of the 
entire BoD from the day-to-day management. UBS has estab-
lished committees for the following BoD mandates: audit; 
human resources and compensation; governance and nomi-
nating; risk; strategy and corporate responsibility. Refer to 
the “Board of Directors” section of this report for further in-
formation on these committees – including their mandates, 
responsibilities and authorities – as well as their activities dur-
ing 2008. In addition, the BoD elects at least one vice chair-
man who must be independent and who acts as the senior 
independent director. Sergio Marchionne has assumed this 
role. The BoD may elect another vice chairman who need not 
be independent, but has not done so at this time. More 
 details about the vice chairman function can be found in the 
“Organization Regulations of UBS AG” and its annexes, 
which are published on www.ubs.com/governance.

The BoD has adopted organization regulations that consti-
tute UBS’s corporate governance guidelines, which include all 
matters required by the NYSE rules. The BoD has also adopted 
a “Code of Business Conduct and Ethics” with an addendum 
for principal executive, financial and accounting officers or 
controllers, as required by the US Sarbanes-Oxley Act. Both the 
organization regulations and the “Code of Business Conduct 
and Ethics” are available on the UBS website at www.ubs.
com/governance. In addition, the audit committee has estab-
lished rules for the handling of complaints related to  accounting 
and auditing matters in addition to the internal policies on 
“Whistleblowing Protection for Employees” and on “Compli-
ance with Attorney Standards of Professional  Conduct”.

Differences from corporate governance standards 
relevant to US listed companies 

According to the NYSE listing standards on corporate gover-
nance, foreign private issuers have to disclose any significant 
ways in which their corporate governance practices differ 
from those to be followed by domestic companies.

Responsibility of the audit committee for appointment, 
compensation, retention and oversight of the independent 
auditors
UBS’s audit committee has been assigned all the abovemen-
tioned responsibilities, except for appointment of the inde-
pendent auditors, which is required to be voted upon by 
shareholders as per Swiss company law. The audit commit-

As a Swiss company listed on the New York Stock Exchange 
(NYSE), UBS complies with the NYSE corporate governance 
standards for foreign private issuers. In addition, UBS has 
voluntarily adopted the majority of NYSE governance rules 
for US companies.

Independence of directors

Based on the listing standards of the NYSE, UBS’s BoD has es-
tablished specific criteria for defining the independence of its 
external members. Each external director has to personally 
confirm his or her compliance with the criteria, which are pub-
lished on the firm’s website under www.ubs.com/governance.

All current external members have been confirmed by the 
BoD as having no material relationship with UBS, either directly 
or as a partner, controlling shareholder or executive officer of a 
company that has a relationship with UBS. These members are: 
Ernesto Bertarelli, Sally Bott, Rainer-Marc Frey, Bruno Gehrig, 
Gabrielle Kaufmann-Kohler, Sergio Marchionne, Helmut Panke, 
William G. Parrett, David Sidwell, Peter R. Voser and Joerg 
Wolle. Each of them has also met all other BoD and NYSE re-
quirements with respect to independence, with the exception 
of Ernesto Bertarelli. He does not satisfy one of the indepen-
dence requirements because UBS holds the basic sponsorship 
rights to Team Alinghi and Ernesto Bertarelli is the owner of 
Team Alinghi SA. Otherwise he fully satisfies the NYSE indepen-
dence requirements. The BoD considers that UBS’s compensa-
tion for these basic sponsorship rights to Team Alinghi does not 
impair Ernesto Bertarelli’s independence in any way.

The NYSE has more stringent independence requirements 
for members of audit committees. All three members of 
UBS’s audit committee are external BoD members who, in 
addition to satisfying the above criteria, do not: receive, di-
rectly or indirectly, any consulting, advisory or other compen-
satory fees from UBS other than in their capacity as directors; 
hold, directly or indirectly, UBS shares in excess of 5% of the 
outstanding capital; or serve on the audit committees of 
more than two other public companies. These members are 
Peter R. Voser, William G. Parrett and Bruno Gehrig and all 
three have been determined by the BoD as financially literate 
and “financial experts” according to the definitions estab-
lished by the US Sarbanes-Oxley Act of 2002. The NYSE 
guidelines allow for an exemption for audit committee mem-
bers to sit on more than three audit committees, provided 
that all members of the BoD determine that the candidate 
has the time and the availability to fulfill his or her obliga-
tions. Considering the credentials of William G. Parrett, and 
the fact that he has retired from his executive functions, the 
BoD granted this exemption.

Compliance with New York Stock Exchange listing standards  
on corporate governance
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the GEB, are completed by the Chairman of the BoD and the 
human resources and compensation committee and reported 
to the full BoD. All BoD committees perform a self-assessment 
of their activities and report back to the full BoD. The BoD has 
direct responsibility and authority to evaluate its own perfor-
mance, without preparation by a BoD committee.

Proxy statement reports of the audit and human resources 
and compensation committees
Under Swiss company law, all reports addressed to share-
holders are provided and signed by the full BoD, which has 
ultimate responsibility vis-à-vis shareholders. The commit-
tees submit their reports to the full BoD.

Shareholders’ votes on equity compensation plans
Swiss company law authorizes the BoD to approve compen-
sation plans. Though Swiss law does not allocate such au-
thority to the AGM, it requires that Swiss companies deter-
mine capital in their articles of association and therefore 
each increase of capital is required to be submitted for share-
holders’ approval. This means that, if equity-based compen-
sation plans result in a need for a capital increase, AGM ap-
proval is mandatory. If, however, shares for such plans are 
purchased in the market, shareholders do not have the au-
thority to vote on their approval.

tee assesses the performance and qualification of the exter-
nal auditors and submits its proposal for appointment, re-
appointment or removal to the full BoD, which brings this 
proposal to the shareholders for vote at annual general 
meetings (AGM).

Discussion of risk assessment and risk management policies 
by the audit committee
In accordance with UBS’s organization regulations, the BoD 
risk committee has the authority to define the firm’s risk 
principles and risk capacity. The committee is responsible for 
monitoring UBS’s adherence to those risk principles and for 
monitoring whether business and control units run appropri-
ate systems for the management and control of risks.

Assistance by audit committee of the internal audit function
Both the Chairman and risk committee of the BoD have the 
responsibility for and authority to supervise the internal audit 
function.

Responsibility of the human resources and compensation 
committee for oversight of management and evaluation 
by the Board of Directors
Performance evaluations of UBS’s senior management, com-
prising the Group Chief Executive Officer and the members of 
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The principles of compensation for UBS senior executives are designed to align their interests with those 
of shareholders – the creation of long-term value and sustainable shareholder returns. These principles are 
established by the human resources and compensation committee of the Board of Directors.

Letter from the human resources and compensation  
committee of the Board of Directors

Dear shareholders,
The global financial services industry is 
facing challenges of a magnitude not 
seen for decades. These challenges had 
a clear and widespread impact on the 
industry in 2008 and UBS and its peers 
were no exception. Executive compen-
sation is always a high-profile issue 
and, during 2008, this was debated by 
the public, media and regulators to a 
greater extent than ever before.

During 2008, UBS was very proactive in 
addressing the current issues surround-
ing executive compensation. The UBS 
Board of Directors (BoD) established a 
new human resources and compensa-
tion committee in July 2008. This 
committee is responsible for the 
supervision of executive performance, 
the structure of employment agree-
ments for senior executives and 
succession planning for members of 
the BoD and the Group Executive Board 
(GEB). Shortly after its creation, the 
committee commissioned an extensive 
review of all incentive systems used 
throughout the UBS Group (Group). 
The review was accelerated following 
UBS’s transaction with the Swiss 
National Bank in October and the 
principles of UBS’s new compensation 
model were published the following 
month for implementation in 2009. In 
parallel with this review, UBS held 
extensive discussions with the Swiss 

Financial Market Supervisory Authority 
(FINMA) on a range of compensation 
matters, including the new compensa-
tion model and the amount of variable 
compensation to be paid to employees 
for 2008.

Although the financial services industry 
is facing a difficult period, competition 
for the very best talent remains fierce 
and competitive pay remains a vital 
tool in attracting and retaining 
executives. Variable compensation, in 
both a cash and equity form, remains a 
core component of UBS’s new 
compensation model, though the final 
amount awarded to executives 
depends on their achievement of 
performance targets linked to long-
term, risk-adjusted value creation. As 
part of this change, awards granted 
under the performance equity plan will 
be directly linked to company perfor-
mance for an initial period of three 
years. In addition, executives will be 
required to keep a minimum of 75% 
of all shares awarded to them (after 
taxes) for a further five years. To 
strengthen this clear and direct link 
between shareholder value and 
compensation expense, UBS has 
announced the implementation of a 
three-year deferral period and a bonus-
malus, or “claw-back”, structure for all 
executive cash awards for 2009 and 
beyond.

The firm explicitly sought to “alter the 
UBS corporate culture” through its 
design of the new compensation 
model. All members of the human 
resources and compensation committee 
strongly believe the new compensation 
model will play a central role in the 
firm’s future success. Furthermore, due 
to its explicit goals for long-term value 
creation, the model inherently considers 
and promotes the best interests of both 
shareholders and the Group alike. Given 
its commitment to shareholder input, 
the BoD will introduce a non-binding 
vote on the principles of executive 
compensation for senior executives at 
its annual general meeting for 2009. 
Materials relating to this vote are 
located in the “Compensation prin-
ciples 2009 and beyond for UBS senior 
executives” section of this report. Please 
consider the relevant documentation 
and take part in implementing this 
pioneering approach to executive 
compensation practices.

Joerg Wolle

Chair of the human resources and 
compensation committee
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Compensation authorities

Recipients
Compensation recommendations  
developed by Approved by Communicated by

Chairman of the BoD Chairman of the HRCC 1 HRCC HRCC

Group CEO Chairman of the BoD HRCC HRCC

Members of the GEB Group CEO HRCC Group CEO

Independent BoD members 
(remuneration system and fees) 

Chairman of the BoD / HRCC BoD Chairman of the BoD

1 The human resources and compensation committee.

Corporate governance and compensation
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nex B – Responsibilities and authorities”, and “Annex C – 
Charter for the committees of the Board of Directors of UBS 
AG”. The structure is shown below.

Grant policy and decision-making process
The committee decides the target amount of variable cash 
and equity compensation to be awarded to each senior ex-
ecutive based on Group, business division and individual per-
formance, combined with market data. 

Individual performance is assessed formally each year by 
measuring achievement against pre-defined personal objec-
tives. Personal objectives will be focused on areas such as the 
following: contribution to Group and business division re-
sults; exceptional contributions to cross-business co-opera-
tion; strategic leadership skills and potential; outstanding 
professional and technical expertise; commitment to UBS; 
adherence to corporate values and principles; active risk 
management and the creation of shareholder value.

The 2009 non-binding vote on executive compensation

UBS places value upon the opinions of its shareholders. At 
the annual general meeting (AGM) to be held in April 2009, 
the firm will provide shareholders with an opportunity to ex-
press their views through a vote on the compensation prin-
ciples for senior executives for 2009 and beyond. Refer to 
the “Compensation principles 2009 and beyond for UBS se-
nior executives” section of this report for the relevant mate-
rials. As the ultimate decision on executive compensation is 
legally within the powers of the BoD, such a vote is non-
binding and advisory in nature. UBS believes that this vote 
presents an innovative and sensible means of including 
shareholder participation in compensation matters.

Human resources and compensation committee

The human resources and compensation committee is com-
posed of four independent members of the Board of Direc-
tors (BoD). On 31 December 2008, the members were Joerg 
Wolle (committee chair), Ernesto Bertarelli, Sally Bott and 
Helmut Panke. The following external advisors supported 
the committee in 2008: Hostettler & Partner with regard to 
the design of UBS’s new senior executive compensation pro-
gram, PricewaterhouseCoopers for the design of the perfor-
mance equity plan and Towers Perrin for market data.

Authorities and responsibilities

UBS is committed to the highest standards of corporate gov-
ernance. The human resources and compensation commit-
tee is responsible for reviewing UBS’s principles on total 
compensation and benefits for submission to the BoD. Ad-
ditionally, on behalf of the BoD, the committee oversees five 
key areas of responsibility:
 – reviewing and approving the design of the total compen-

sation framework, including compensation programs and 
plans;

–  determining the relationship between pay and perfor-
mance;

–  approving base salaries and annual incentive awards for 
senior executives;

–  reviewing and approving individual employment agree-
ments; and

–  reviewing and approving the terms and conditions for 
GEB members who relinquish their positions.
Authorities for compensation-related decisions are gov-

erned by the “Organization Regulations of UBS AG”, “An-

Compensation governance
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Compensation details and additional information for executive members of the BoD

CHF, except where indicated a

Name, function 1
For the  
year ended Base salary

Annual incentive 
award (cash)

Annual incentive 
award (shares 
– fair value) b

Discretionary 
award (options 

– fair value) c
Benefits  
in kind d

Contributions 
to retirement 

benefits plans e Total

Peter Kurer, Chairman 2008 1,333,333 0 0 0 58,267 174,047 1,565,647

2007

Marcel Ospel, Chairman 2008 666,667 0 0 0 80,755 87,023 834,445

2007 2,000,000 0 0 0 307,310 261,069 2,568,379

Stephan Haeringer,  
Executive Vice Chairman

2008 1,125,000 0 0 0 108,846 195,802 1,429,648

2007 1,500,000 0 0 0 111,808 261,069 1,872,877

Marco Suter, Executive Vice Chairman 2008

2007 1,125,000 0 0 0 70,820 155,252 1,351,072

1 2008: Peter Kurer was the only executive member in office on 31 December; Marcel Ospel did not stand for re-election in April 2008 and Stephan Haeringer stepped down during the year as a member 
of the BoD. Both their payments are pro-rata for the four respective nine-month periods served in their functions. 2007: Marco Suter stepped down during the year as a member of the BoD. His 2007 
payment was pro-rata for the nine-month period served as Executive Vice Chairman.

A
ud

ite
d

and thereafter acted as Group Chief Financial Officer (Group 
CFO) and as a member of the GEB until his stepping down from 
this role on 31 August 2008. While Marcel Ospel has retired 
from UBS as of April 2008, Stephan Haeringer and Marco Suter 
agreed with UBS to continue their services for UBS until their 
termination dates of 30 September 2009 and 31 August 2009 
respectively.

All three persons were contractually entitled to receive a 
base salary, a payment based on their average remuneration 
over the last three years and certain employment benefits 
until the expiry of their 12-month notice period.

For the fiscal years 2007 and 2008, Marcel Ospel, Stephan 
Haeringer and Marco Suter did not receive any incentive 
awards. Furthermore, on 25 November 2008, Marcel Ospel, 
Stephan Haeringer and Marco Suter announced that they vol-
untarily relinquished substantial parts of the payments to which 
they were entitled during their periods of employment with 
UBS. The total amount waived or repaid was CHF 33 million.

The remaining contractual obligations to all three former 
BoD members, consisting of those due in 2008 and those 
upcoming in 2009, net of the CHF 33 million voluntarily 
waived or repaid, amounted to CHF 10 million. This amount 
has been fully accrued in 2008 and is reflected in the firm’s 
2008 income statement. Of this amount, CHF 2.3 million 
was for Marcel Ospel, CHF 3.9 million for Stephan Haeringer 
and CHF 3.8 million for Marco Suter.

Independent members of the Board of Directors
Reflecting their independent status, the remuneration of in-
dependent members of the BoD includes no variable compo-
nent and is therefore not dependent on the financial perfor-
mance of the UBS Group (Group). Fees for independent 

Board of Directors remuneration

Chairman of the Board of Directors and executive members 
of the Board of Directors
The new compensation model was not yet applicable in 2008 
and the Chairman of the Board of Directors (BoD) was therefore 
eligible, in principle, to receive a variable incentive award fully 
dependent on the Group’s financial performance. However, as 
announced in the compensation report published on 17 No-
vember 2008, the human resources and compensation commit-
tee decided against granting any variable compensation award 
to the Chairman of the BoD for 2008. The total compensation 
awarded to the Chairman of the BoD, Peter Kurer, for the 2008 
financial year was CHF 1,565,647. This amount made him the 
highest-paid member of the BoD for 2008 and consisted of 
eight months salary as Chairman of the BoD. This amount does 
not include the four months of salary he received as a member 
of the Group Executive Board (GEB).

Under both the new and old compensation models, the 
decision process to determine the overall compensation of 
the Chairman of the BoD includes an annual performance 
assessment by the full BoD and the human resources and 
compensation committee. Pay levels for comparable func-
tions outside of UBS are also taken into account.

Remuneration for former executive members and the 
former Chairman of the Board of Directors
Marcel Ospel, former Chairman of the BoD, did not stand for 
re-election at the AGM of 23 April 2008. Stephan Haeringer, 
former executive vice chairman of the BoD, retired from the BoD 
on 2 October 2008. Marco Suter, formerly an executive member 
of the BoD, stepped down from the BoD on 1 October 2007 

2008 compensation for the Board of Directors and  
Group Executive Board
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Remuneration details and additional information for independent members of the BoD

CHF, except where indicated a
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period 
AGM to 
AGM Base fee

Committee 
retainer(s)

Benefits 
in kind

Additional 
payments Total

Share 
percent-

age 3
Number of 

shares 4,5

Ernesto Bertarelli, 
member

M M 2008/2009 325,000 200,000 0 0 525,000 100 51,596

M 2007/2008 325,000 150,000 0 0 475,000 100 14,677

Sally Bott,  
member 2

M M 2008/2009 162,500 75,000 0 0 237,500 50 12,280

2007/2008

Rainer-Marc Frey, 
member 2

M M 2008/2009 162,500 150,000 0 0 312,500 50 16,158

2007/2008

Bruno Gehrig,  
member 2

M 2008/2009 162,500 100,000 0 0 262,500 50 13,572

2007/2008

Gabrielle Kaufmann-
Kohler, member

C M 2008/2009 325,000 250,000 0 0 575,000 50 29,731

M M 2007/2008 325,000 250,000 0 0 575,000 50 9,349

Sergio Marchionne, 
senior independent 
director, vice chairman

M M 2008/2009 325,000 200,000 0 250,000 6 775,000 100 76,228

M 2007/2008 325,000 200,000 0 0 525,000 100 16,226

Rolf A. Meyer,  
member 2

M M 2008/2009 162,500 150,000 0 0 312,500 50 16,158

M C 2007/2008 325,000 650,000 0 0 975,000 50 15,853

Helmut Panke,  
member

M M 2008/2009 325,000 300,000 0 0 625,000 50 32,316

C 2007/2008 325,000 250,000 0 0 575,000 50 9,349

William G. Parrett,  
member 2

M 2008/2009 162,500 100,000 0 0 262,500 50 13,572

2007/2008

David Sidwell,  
member

M C 2008/2009 325,000 450,000 0 0 775,000 50 40,072

2007/2008

Peter Spuhler,  
member 2

2008/2009 162,500 0 0 0 162,500 100 15,945

M 2007/2008 325,000 200,000 0 0 525,000 100 16,226

Peter R. Voser,  
member

C M 2008/2009 325,000 400,000 0 0 725,000 50 37,487

M 2007/2008 325,000 300,000 0 0 625,000 50 10,162

Lawrence A. Weinbach, 
member 2

M 2008/2009 162,500 100,000 0 0 262,500 50 13,572

C 2007/2008 325,000 600,000 0 0 925,000 50 15,040

Joerg Wolle,  
member

C M 2008/2009 325,000 300,000 0 0 625,000 50 32,316

M 2007/2008 325,000 150,000 0 0 475,000 100 14,677

Total 2008 6,437,500

Total 2007 5,675,000

Legend: C = Chairman of the respective committee; M = Member of the respective committee

1 There were 11 independent BoD members in office on 31 December 2008. David Sidwell was appointed at the AGM on 23 April 2008 and Rolf A. Meyer, Peter Spuhler and Lawrence A. Weinbach stepped 
down from the BoD at the EGM on 2 October 2008. Sally Bott, Rainer-Marc Frey, Bruno Gehrig and Bill G. Parrett were appointed at the EGM on 2 October 2008.  2 Remunerations is for six months only, as 
such members either stepped down or were appointed on 2 October 2008.  3 Fees are paid 50% in cash and 50% in restricted UBS shares. However, independent BoD members can elect to have 100% of 
their remuneration paid in restricted UBS shares.  4 For 2008, shares valued at CHF 11.38 (average price of UBS shares at SWX Europe over the last 10 trading days of February 2009), attributed with a price 
discount of 15%, discount price CHF 9.67. The shares are blocked for four years. For 2007, shares valued at CHF 36.15 (average price of UBS shares at SWX Europe over the last 10 trading days of February 
2008), attributed with a price discount of 15%, discount price CHF 30.75. The shares are blocked for four years.  5 Number of shares is reduced in case of the 100% election to deduct social security contribu-
tion. All remuneration payments are submitted to social security contribution/taxes at source.  6 This payment is associated with the newly created function of a senior independent director.

In addition, one-off cash payments were made to the chair of the risk committee (CHF 500,000), the governance and nominating committee (CHF 300,000) and the human resources and compensation 
committee (CHF 200,000). These payments reflect the substantial workload of setting up the new risk committee, and expanding the mandate of the governance and nominating committee and the 
human resources and compensation committee.
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Total payments to all members of the BoD

CHF, except where indicated a
For the  
year ended Total

Aggregate of all members of the BoD 2008 10,267,240

Aggregate of all members of the BoD 2007 11,467,328
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Corporate governance and compensation
Compensation, shareholdings and loans
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Total compensation for all members of the GEB

CHF, except where indicated a

Name, function
For the  
year ended Base salary

Annual 
incentive 

award (cash)

Annual 
incentive 

award 
(shares;  

fair value) b

Discretionary 
award 

(options;  
fair value) c

Benefits  
in kind d

Contributions 
to retirement 

benefits 
plans e Total

Marcel Rohner, Group Chief Executive Officer 
(highest-paid) 2008 1,500,000 0 0 0 161,768 152,934 1,814,702

Rory Tapner, Chairman &  
CEO Asia Pacific (highest-paid) 2007 1,291,960 4,501,900 4,501,904 0 10,256 900 10,306,920

Aggregate of all members of the GEB who 
were in office on 31 December 2008 1 2008 7,815,943 0 0 0 457,652 817,315 9,090,911

Aggregate of all members of the GEB who 
were in office on 31 December 2007 1 2007 6,995,885 15,305,667 15,305,708 0 532,706 912,974 39,052,939

Aggregate of all members of the GEB who 
stepped down during 2008 2 2008 1,614,871 0 0 0 234,838 258,423 2,108,132

Aggregate of all members of the GEB who 
stepped down during 2007 2 2007 2,511,947 23,042,376 6,750,036 0 406,567 275,635 32,986,561

1 Number and distribution to senior executives: 2008: 12 GEB members in office on 31 December. 2007: eight GEB members in office on 31 December.  2 Number and distribution of senior executives: 
2008: includes four months in office as a GEB member for Peter Kurer, eight months in office for Marco Suter and 10 months for Joe Scoby. 2007: includes nine months in office for Huw Jenkins and Clive 
Standish and six months for Peter Wuffli.
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Benefits
In order to help attract and retain the best employees in each 
local market where it operates, UBS provides employee ben-
efits that are competitive within each of these markets. 
Changes, terminations and the introduction of new benefits 
are governed by the procedures contained in the “Organiza-
tion Regulations of UBS AG”. UBS considers benefits to be a 
supplemental element of total compensation and the bene-
fits offered may vary substantially from location to location.

Generally there are no special benefits for senior execu-
tives; they receive the same benefits as all other employees 
in the location and business where they work.

In Switzerland, senior UBS executives share the same re-
tirement plan benefits as all other employees. The firm’s gen-
eral pension plan is made up of two defined contribution 
elements: one plan covering base salary and the other cover-
ing variable compensation.

Outside Switzerland, senior UBS executives participate in 
appropriately-designed local pension plans (in which other 
employees also participate) which do not provide special pro-
visions for senior executives. In the US, senior executives can 
choose to participate in a 401K-defined contribution plan 
which is open to all employees. In addition, some executives 
participate in legacy defined benefit plans which were avail-
able to other employees but are no longer available to new 
hires. In the UK, senior executives either participate in a pen-
sion plan operated on a defined contribution basis or partici-
pate in a legacy defined benefit plan which was open to all 
employees but is closed to participation for new hires. No 
special pension schemes are offered to senior executives.

➔	Refer to “Note 30 Pension and other post-retirement 

benefit plans” in the financial statements of this report for 

details on the various retirement benefit plans established 

in Switzerland and other major markets

members are reviewed annually by the Chairman of the BoD 
and the human resources and compensation committee for 
approval by the BoD. None of the independent members of 
the BoD has any contract with UBS providing for benefits 
upon the termination of their term of office at the BoD.

The BoD substantially reduced the fees payable to members 
of its committees for 2008. This decision was made following 
consideration of market practice in comparable global finan-
cial services and other relevant companies in Switzerland.

The table on the prior page shows remuneration for indepen-
dent members of the BoD between the 2008 and 2009 AGMs.

Group Executive Board compensation

In 2008, total compensation for members of the GEB was 
reduced significantly from the prior year. The reduction oc-
curred because, due to the overall negative Group result, no 
variable compensation was granted to GEB members for the 
performance year 2008. The total compensation for the 
highest-paid member of the GEB, Marcel Rohner, amounted 
to CHF 1,814,702 for the financial year 2008.

Base salary
Base salaries are established to be appropriate for the role of 
each senior executive on an individual basis. Base salaries con-
sist of a fixed amount of compensation and any adjustments 
are limited to significant changes in job responsibility.

Due to the variability of annual incentive awards, the ratio 
of base salary to total compensation can vary significantly from 
year to year. Since no variable incentive awards were paid for 
the financial year 2008, base salaries for senior executives and 
employers contribution to retirement benefit plans amounted 
to 93.7% of total compensation compared with 20.6% in 
2007. The remainder of 6.3% reflects benefits in kind.
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Corporate governance and compensation
Compensation, shareholdings and loans

Compensation paid to former members of the BoD and GEB1

CHF, except where indicated a

Name, function
For the  
year ended Compensation

Benefits in 
kind Total

Georges Blum, former member of the BoD  
(Swiss Bank Corporation)

2008 101,579 101,579

2007 90,803 90,803

Franz Galliker, former member of the BoD  
(Swiss Bank Corporation)

2008 69,596 69,596

2007 62,174 62,174

Walter G. Frehner, former member of the BoD  
(Swiss Bank Corporation)

2008 74,663 74,663

2007 73,061 73,061

Hans (Liliane) Strasser, former member of the BoD  
(Swiss Bank Corporation)

2008 32,673 32,673

2007 42,311 42,311

Robert Studer, former member of the BoD  
(Union Bank of Switzerland)

2008 126,208 126,208

2007 260,162 260,162

Alberto Togni, former member of the BoD  
(UBS)

2008 318,461 427,949 746,410

2007 318,401 502,478 820,879

Philippe de Weck, former member of the BoD  
(Union Bank of Switzerland)

2008 109,703 109,703

2007 129,701 129,701

Aggregate of all former members of the GEB 2 2008 0 171,180 171,180

2007 0 257,791 257,791

Aggregate of all former members of the BoD and GEB 2008 318,461 1,113,551 1,432,012

2007 318,401 1,418,481 1,736,882

1 Compensation or remuneration that is connected with the former members’ activity on the BoD or GEB, or that is not at market conditions.  2 Includes two former GEB members.
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Cash and equity incentives
“Pay for performance” is the guiding principle of the UBS 
executive compensation policy. As discussed above, the hu-
man resources and compensation committee decided not to 
grant any variable cash or equity compensation to GEB 
members for 2008. This decision recognizes the overall poor 
performance of the Group and the failure to achieve key 
performance targets despite some highly successful busi-
nesses within each of the business divisions.

Replacement of forfeited awards for former employer 
compensation
Jerker Johansson and Markus Diethelm joined UBS during 
2008. In total, they were granted 574,432 shares with a grant 
date fair market value of CHF 10.7 million, 700,000 options 
with a strike price of CHF 36.46 and 7,420 options with a strike 

price of CHF 28.10, as well as a cash amount of CHF 370,000. 
In line with market practice, these awards were granted as a 
replacement for compensation and benefits forfeited from 
their previous employment as a result of joining UBS.

Employment contracts
There were no material changes to employment agreements 
for existing GEB members during 2008 and the 12-month no-
tice period remained unchanged for the financial year 2008.

Compensation to former members of the Board of 
Directors and Group Executive Board

Compensation and benefits in kind paid to former members 
of the BoD and the GEB reflect legacy agreements still hon-
ored by UBS.
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Explanations of compensation details for executive members of the BoD and members of the GEB:

a. Local currencies are converted into CHF using the exchange rates as detailed in “Note 39 Currency translation rates” in the financial statements 
of this report.

b. Values per share at grant: CHF 36.15 / USD 33.55 for shares granted in 2008 related to the performance year 2007. CHF prices are the average 
price of UBS shares at SWX Europe over the last 10 trading days of February, and USD prices are the average price of UBS shares at the NYSE 
over the last 10 trading days of February in the year in which they are granted.

c. No options were granted in 2009 for the performance year 2008.
d. Benefits in kind – car leasing, company car allowance, staff discount on banking products and services, health and welfare benefits and gen-

eral expense allowances – are all valued at market price.
e. Swiss senior executives participate in the same pension plan as all other employees. Under this plan, employees receive a company contribution 

to the plan which covers compensation up to CHF 820,800. The retirement benefits consist of a pension, a bridging pension and a one-off 
payout of accumulated capital. Employees must also contribute to the plan. This figure excludes the mandatory employer’s social security 
contributions (AHV, ALV) but includes the portion attributed to the employer’s portion of the legal BVG requirement. The employee contribu-
tion is included in the base salary and annual incentive award components.

 In both the US and the UK, senior executives participate in the same plans as all other employees. In the US there are two different plans, one 
of which operates on a cash balance basis, which entitles the participant to receive a company contribution based on compensation limited to 
USD 250,000. This plan is no longer available to new hires. US senior executives may also participate in the UBS 401K-defined contribution 
plan (open to all employees), which provides a company matching contribution for employee contributions. In the UK, senior executives par-
ticipate in either the principal pension plan, which is limited to an earnings cap of GBP 100,000, or a grandfathered defined benefit plan which 
provides a pension on retirement based on career average base salary (uncapped).
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Share and option ownership of members of the BoD at 31 December 2007/2008

Name, function 1
For the  
year ended

Number of  
shares held

Voting rights  
in %

Number of  
options held

Potentially conferred 
voting rights in % 2

Type and quantity  
of options 3

Peter Kurer, Chairman 2008 416,088 0.025 372,995 0.022 xxx: 
xxxv: 
xli: 
xlv: 

85 256
95 913 
95 913 
95 913

2007 292,762 0.026 350,000 0.031 xxx: 
xxxv: 
xli: 
xlv:

80 000
90 000
90 000
90 000

Sergio Marchionne,  
senior independent director, vice chairman

2008 87,926 0.005 0 0.000

2007 45,800 0.004 0 0.000

Ernesto Bertarelli, member 2008 89,434 0.005 0 0.000

2007 48,411 0.004 0 0.000

Sally Bott, member 2008 1 0.000 0 0.000

2007

Rainer-Marc Frey, member 2008 0 0.000 0 0.000

2007

Bruno Gehrig, member 2008 3,000 0.000 0 0.000

2007

Gabrielle Kaufmann-Kohler, member 2008 18,713 0.001 0 0.000

2007 3,303 0.000 0 0.000

Helmut Panke, member 2008 31,971 0.002 0 0.000

2007 13,206 0.001 0 0.000

William G. Parrett, member 2008 4,000 0.000 0 0.000

2007

David Sidwell, member 2008 1 0.000 0 0.000

2007

Peter R. Voser, member 2008 30,823 0.002 0 0.000

2007 11,580 0.001 0 0.000

Joerg Wolle, member 2008 41,509 0.002 0 0.000

2007 7,709 0.001 0 0.000

1 This table includes vested, unvested, blocked and unblocked shares and options held by members of the BoD including related parties.  2 No conversion rights are outstanding.  3 Refer to “Note 31 
Equity participation and other compensation plans” in the financial statements of this report for more information.
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plus cash incentive award). Due to changes in the compen-
sation model, the share ownership policy will be changed 
from 2009 onwards (refer to the “Compensation principles 
2009 and beyond for UBS senior executives” section of this 
report for more information). Senior executives are not per-
mitted to enter into any transaction which hedges, mitigates 
or otherwise transfers the risk of price movements of un-
vested UBS shares, notional shares or stock options granted 
under UBS compensation plans.

Group Executive Board

Senior executive share ownership policy
Share ownership policies are in place to ensure that the in-
terests of management are aligned with those of sharehold-
ers. Up to and including 2008, senior executives were re-
quired to accumulate and hold UBS shares with an aggregate 
value of five times the amount of the last three years’ aver-
age cash component of their total compensation (base salary 

Shares, options and loans for the Board of Directors and  
Group Executive Board (at end of 2008)
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Share and option ownership of members of the GEB at 31 December 2007/2008

Name, function 1
For the  
year ended

Number of  
shares held

Voting rights  
in %

Number of  
options held

Potentially conferred 
voting rights in % 2

Type and quantity  
of options 3

Marcel Rohner,  
Group Chief Executive Officer

2008 711,366 0.042 1,055,043 0.063 xxv: 
xxx: 
xxxv: 
xli: 
xlv:

31,971 
213,140 
277,082 
319,710 
213,140

2007 501,846 0.044 990,000 0.088 xxv: 
xxx: 
xxxv: 
xli: 
xlv:

30,000 
200,000 
260,000 
300,000 
200,000

John Cryan,  
Group Chief Financial Officer

2008 235,929 0.014 382,673 0.023 v: 
vi: 
vii: 
xii: 
xiii: 
xiv: 
xvii: 
xviii: 
xix: 
xxi: 
xxii: 
xxiii: 
xxvii: 
xxviii: 
xxix: 
xxxii: 
xxxiii: 
xxxiv: 
xxxviii: 
xxxix: 
xl: 
xlii: 
xliii: 
xliv: 
xlvi :

21,362 
20,731 
20,725 

5,454 
5,294 
5,292 

23,626 
23,620 
23,612 

5,526 
5,524 
5,524 

17,072 
17,068 
17,063 
14,210 
14,210 
14,207 

5,330 
5,328 
5,326 

17,762 
17,762 
17,760 
53,285

2007

Markus U. Diethelm,  
Group General Counsel

2008 112,245 0.007 0 0.000 0

2007

John A. Fraser,  
Chairman and CEO  
Global Asset Management

2008 583,812 0.035 1,144,808 0.068 i: 
viii: 
xv: 
xx: 
xxxi: 
xxxvi: 
xli: 
xlv:

56,013 
76,380 

127,884 
127,884 
170,512 
202,483 
213,140 
170,512

2007 461,764 0.041 1,074,232 0.095 i: 
viii: 
xv: 
xx: 
xxxi: 
xxxvi: 
xli: 
xlv:

52,560 
71,672 

120,000 
120,000 
160,000 
190,000 
200,000 
160,000

Marten Hoekstra,  
Deputy CEO Global Wealth  
Management & Business Banking  
and Head Wealth Management US

2008 245,397 0.015 684,168 0.041 ii: 
iii: 
iv: 
ix: 
x: 
xi: 
xxvi: 
xxxi: 
xxxvi: 
xli: 
xlv: 
xlvii:

8,679 
8,421 
8,421 
8,823 

12,825 
8,561 

42,628 
53,285 
53,285 
85,256 

154,931 
239,053

2007

Jerker Johansson,  
Chairman and CEO Investment Bank

2008 521,544 0.031 753,410 0.045 xlviii: 
xlix:

745,990 
7,420

2007

1 This table includes vested and unvested shares and options held by members of the GEB including related parties.  2 No conversion rights are outstanding.  3 Refer to “Note 31 Equity participation 
and other compensation plans” in the financial statements of this report for more information.
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Share and option ownership of members of the GEB on 31 December 2007/2008 (continued)

Name, function 1
For the  
year ended

Number of  
shares held

Voting rights  
in %

Number of  
options held

Potentially conferred 
voting rights in % 2

Type and quantity  
of options 3

Philip J. Lofts,  
Group Chief Risk Officer

2008 186,434 0.011 577,723 0.034 v: 
vi: 
vii: 
xii: 
xiii: 
xiv: 
xvii: 
xviii: 
xix: 
xxi: 
xxii: 
xxiii: 
xxvii: 
xxviii: 
xxix: 
xxxv: 
xli: 
xlv: 
xlvii:

11,445 
11,104 
11,098 
1,240 
5,464 
1,199 
9,985 
9,980 
9,974 
1,833 
1,830 
1,830 

35,524 
35,524 
35,521 

117,090 
117,227 
85,256 
74,599

2007

Walter Stuerzinger,  
Chief Operating Officer,  
Corporate Center

2008 296,886 0.018 372,995 0.022 xvi: 
xxx: 
xxxv: 
xli: 
xlv:

31,971 
63,942 
85,256 
95,913 
95,913

2007 209,442 0.019 350,000 0.031 xvi: 
xxx: 
xxxv: 
xli: 
xlv:

30,000 
60,000 
80,000 
90,000 
90,000

Rory Tapner,  
Chairman and CEO Asia Pacific

2008 827,809 0.049 1,379,533 0.082 vii: 
xv: 
xxiv: 
xxx: 
xxxv: 
xli: 
xlv:

281,862 
213,140 
213,140 
170,512 
159,855 
170,512 
170,512

2007 514,365 0.046 1,294,486 0.115 vii: 
xv: 
xxiv: 
xxx: 
xxxv: 
xli: 
xlv:

264,486 
200,000 
200,000 
160,000 
150,000 
160,000 
160,000

Raoul Weil,  
Chairman and CEO Global Wealth  
Management & Business Banking,  
relinquished his duties on  
an interim basis

2008 315,698 0.019 432,409 0.026 xv: 
xxxv: 
xli: 
xlv:

53,285 
102,281 
127,884 
148,959

2007 212,934 0.019 405,752 0.036 xv: 
xxxv: 
xli: 
xlv:

50,000 
95,976 

120,000 
139,776

Alexander Wilmot-Sitwell,  
Chairman and CEO, UBS Group EMEA  
and Joint Global Head IB Department

2008 304,655 0.018 353,807 0.021 xxxiv: 
xxxvii: 
xxxviii: 
xxxix: 
xl: 
xlv: 
xlvii:

53,282 
2,130 

35,524 
35,524 
35,521 

106,570 
85,256

2007

Robert Wolf,  
Chairman and CEO, UBS Group  
Americas / President Investment Bank

2008 827,307 0.049 948,473 0.056 xx: 
xxxi: 
xxxvi: 
xli: 
xlv: 
xlvii:

287,739 
213,140 
127,884 
106,570 
106,570 
106,570

2007
1 This table includes vested and unvested shares and options held by members of the GEB including related parties.  2 No conversion rights are outstanding.  3 Refer to “Note 31 Equity participation 
and other compensation plans” in the financial statements of this report for more information.
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Total of all blocked and unblocked shares held by non-executive members of the BoD 1

Total Of which non-restricted Of which blocked until

2009 2010 2011 2012

Shares held on 31 December 2008 307,378 177,027 12,126 13,592 30,193 74,440

2008 2009 2010 2011

Shares held on 31 December 2007 296,533 134,808 30,602 43,096 35,874 52,153

1 Includes related parties. 

No individual board member holds 1% or more of all shares issued.

A
ud

ite
d

Total of all vested and unvested shares held by the executive members of the BoD and members of the GEB1

Total Of which vested Of which vesting

2009 2010 2011 2012 2013

Shares held on 31 December 2008 5,585,170 2,977,807 1,058,881 595,638 461,376 319,776 171,692

2008 2009 2010 2011 2012

Shares held on 31 December 2007 6,396,479 3,831,550  796,533  653,726  526,425  362,709 225,536

1 Includes related parties. 

No individual BoD or GEB member holds 1% or more of all shares issued.
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Vested and unvested options held by independent members of the BoD and  
by members of the GEB on 31 December 2007 / 2008

Type Number of options Year of grant Vesting date Expiry date Subscription ratio Strike price

i 56,013 2001 20.02.2004 20.02.2009 1:1 CHF 46.92

ii 8,679 2002 31.01.2002 31.07.2012 1:1 USD 21.24

iii 8,421 2002 31.01.2004 31.07.2012 1:1 USD 21.24

iv 8,421 2002 31.01.2005 31.07.2012 1:1 USD 21.24

v 32,807 2002 31.01.2003 31.01.2012 1:1 CHF 36.49

vi 31,835 2002 31.01.2004 31.01.2012 1:1 CHF 36.49

vii 313,685 2002 31.01.2005 31.01.2012 1:1 CHF 36.49

viii 76,380 2002 31.01.2005 31.01.2012 1:1 USD 21.24

ix 8,823 2002 28.02.2002 28.08.2012 1:1 USD 21.70

x 12,825 2002 29.02.2004 28.08.2012 1:1 USD 21.70

xi 8,561 2002 28.02.2005 28.08.2012 1:1 USD 21.70

xii 6,694 2002 28.02.2003 28.02.2012 1:1 CHF 36.65

xiii 10,758 2002 28.02.2004 28.02.2012 1:1 CHF 36.65

xiv 6,491 2002 28.02.2005 28.02.2012 1:1 CHF 36.65

xv 394,309 2002 28.06.2005 28.06.2012 1:1 CHF 37.90

xvi 31,971 2002 28.06.2005 28.12.2012 1:1 CHF 37.90

xvii 33,611 2003 01.03.2004 31.01.2013 1:1 CHF 27.81

xviii 33,600 2003 01.03.2005 31.01.2013 1:1 CHF 27.81

xix 33,586 2003 01.03.2006 31.01.2013 1:1 CHF 27.81

xx 415,623 2003 31.01.2006 31.01.2013 1:1 USD 22.53

xxi 7,359 2003 01.03.2004 28.02.2013 1:1 CHF 26.39

xxii 7,354 2003 01.03.2005 28.02.2013 1:1 CHF 26.39

xxiii 7,354 2003 01.03.2006 28.02.2013 1:1 CHF 26.39

xxiv 213,140 2003 31.01.2006 31.01.2013 1:1 CHF 30.50

xxv 31,971 2003 31.01.2006 31.07.2013 1:1 CHF 30.50

xxvi 42,628 2003 31.01.2006 31.07.2013 1:1 USD 22.53

xxvii 52,596 2004 01.03.2005 27.02.2014 1:1 CHF 44.32

xxviii 52,592 2004 01.03.2006 27.02.2014 1:1 CHF 44.32

xxix 52,584 2004 01.03.2007 27.02.2014 1:1 CHF 44.32

xxx 532,850 2004 28.02.2007 27.02.2014 1:1 CHF 48.69

xxxi 436,937 2004 01.03.2007 27.02.2014 1:1 USD 38.13

xxxii 14,210 2005 01.03.2006 28.02.2015 1:1 CHF 47.58

xxxiii 14,210 2005 01.03.2007 28.02.2015 1:1 CHF 47.58

xxxiv 67,489 2005 01.03.2008 28.02.2015 1:1 CHF 47.58

xxxv 837,477 2005 01.03.2008 28.02.2015 1:1 CHF 52.32

xxxvi 383,652 2005 01.03.2008 28.02.2015 1:1 USD 44.81

xxxvii 2,130 2005 04.03.2007 04.03.2015 1:1 CHF 47.89

xxxviii 40,854 2006 01.03.2007 28.02.2016 1:1 CHF 65.97

xxxix 40,852 2006 01.03.2008 28.02.2016 1:1 CHF 65.97

xl 40,847 2006 01.03.2009 28.02.2016 1:1 CHF 65.97

xli 1,332,125 2006 01.03.2009 28.02.2016 1:1 CHF 72.57

xlii 17,762 2007 01.03.2008 28.02.2017 1:1 CHF 67.00

xliii 17,762 2007 01.03.2009 28.02.2017 1:1 CHF 67.00

xliv 17,760 2007 01.03.2010 28.02.2017 1:1 CHF 67.00

xlv 1,348,276 2007 01.03.2010 28.02.2017 1:1 CHF 73.67

xlvi 53,285 2008 01.03.2011 28.02.2018 1:1 CHF 32.45

xlvii 505,478 2008 01.03.2011 28.03.2018 1:1 CHF 35.66

xlviii 745,990 2008 01.03.2011 07.04.2018 1:1 CHF 36.46

xlix 7,420 2008 01.03.2011 06.06.2018 1:1 CHF 28.10
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From 16 May until 31 December 2008, seven share pur-
chases were disclosed with a total value of CHF 5,022,563 and 
USD 27,228, as well as three share sales with a total value of 
CHF 18,302,528 and USD 757,457 – of which CHF 17,736,100 
were due to a single sale. Such disclosures contained the indi-
viduals’ names. There were no share purchases or sales made 
by closely associated persons. 

Due to the capital increase with a rights issue in June 2008, 
there were 29 exercises of subscription rights with a total value 
of CHF 27,447,987, seven purchases of subscription rights 
with a total amount of CHF 54,430 and 24 sales of subscrip-
tion rights with a total value of CHF 3,076,438 and USD 52. 
These disclosures contained the individuals’ names. Two close-
ly associated parties exercised subscription rights, one sold 
subscription rights.

Until 2008, UBS executives generally received a majority 
of their compensation in UBS shares or options. For this rea-
son, management transactions, in general, see sales out-
weighing purchases. Blackout periods and synchronized 
dates for unblocking or vesting of shares or options granted 
as compensation may lead to transactions being concentrat-
ed in short time periods.

Transactions in 2008

In accordance with applicable rules and regulations, man-
agement transactions in UBS shares by members of the 
Board of Directors (BoD) and the Group Executive Board 
(GEB) are publicly disclosed. On 16 May 2008, persons close-
ly associated with them also have such reporting obligations. 
Transactions which require reporting are those involving all 
types of financial instruments whose price is primarily influ-
enced by UBS shares. As a consequence of the issuance of 
new UBS shares in connection with the stock dividend ap-
proved by the extraordinary general meeting on 27 February 
2008, the grandfathering of Swiss rules ended on 16 May 
2008, and the EU requirements (paragraph 15a of the Ger-
man Securities Trading Act) regarding the reporting of man-
agement transactions are now applicable.

From 1 January to 15 May 2008, four purchases were 
disclosed with a total value of CHF 5,525,205, as well as two 
sales with a total value of CHF 847,332. Individuals’ names 
and transactions made by closely associated persons were 
not required to be disclosed.
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Loans granted to members of the GEB at 31 December 2007/2008

CHF, except where indicated a

Name, function 1
For the  
year ended Secured loans

Other loans
granted 2 Total

Markus U. Diethelm, Group General Counsel 2008 3,900,000 0 3,900,000

Joe Scoby, Group Chief Risk Officer 3 2007 0 3,145,796 3,145,796

Aggregate of all members of the GEB 4 2008 7,740,562 0 7,740,562

Aggregate of all members of the GEB 2007 3,487,000 3,145,796 6,632,796

1 No loans have been granted to related parties of the members of the GEB at conditions not customary in the market.  2 Guarantees.  3 Joe Scoby stepped down as Group Chief Risk Officer on  
4 November 2008.  4 Including those members of the GEB who stepped down during 2008.
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Loans granted to members of the BoD at 31 December 2007/2008

CHF, except where indicated a

Name, function 1
For the  
year ended Secured loans

Other loans  
granted Total

Peter Kurer, Chairman 2 2008 1,261,000 0 1,261,000

2007

Sergio Marchionne, Senior Independent Director, Vice Chairman 2008 0 0 0

2007 0 0 0

Ernesto Bertarelli, member 2008 0 0 0

2007 0 0 0

Sally Bott, member 2008 0 0 0

2007

Rainer-Marc Frey, member 2008 0 0 0

2007

Bruno Gehrig, member 2 2008 798,000 0 798,000

2007

Gabrielle Kaufmann-Kohler, member 2008 0 0 0

2007 0 0 0

Helmut Panke, member 2008 0 0 0

2007 0 0 0

William G. Parrett, member 2 2008 1,167,659 0 1,167,659

2007

David Sidwell, member 2008 0 0 0

2007

Peter R. Voser, member 2008 0 0 0

2007 0 0 0

Joerg Wolle, member 2008 0 0 0

2007 0 0 0

Aggregate of all members of the BoD 3,226,659 0 3,226,659

1 No loans have been granted to related parties of the members of the BoD at conditions not customary in the market.  2 Secured loans granted prior to their election to the BoD.
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In 2008, loans granted to companies related to seven inde-
pendent members of the BoD amounted to CHF 667.3 million, 
including guarantees, contingent liabilities and unused com-
mitted credit facilities. Refer to “Note 32 Related parties” in 
the financial statements of this report for more information.

Loans granted to former members of the Board of Directors 
and to the Group Executive Board
In 2008, all loans granted to former members of the BoD 
and GEB, or to their related parties, were on at arm’s length 
market terms. 

Loans

As a global financial services provider and major Swiss do-
mestic bank, UBS typically has business relationships with 
many large companies. Members of UBS’s BoD often as-
sume management or independent board responsibilities in 
many of these companies. Moreover, the granting of loans 
to both individuals and companies is part of UBS’s ordinary 
business. The members of UBS’s BoD and GEB are granted 
loans, fixed advances and mortgages at arm’s length market 
terms.
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Compensation structure

Element of compensation Chairman of the BoD Independent members of BoD Members of the GEB

Fixed pay Base salary in cash and a fixed number  
of restricted share awards

Fixed fee (min. 50%; max. 100%  
in restricted share awards)

Base salary in cash

Variable cash compensation No No Cash balance plan

Variable equity compensation No No Performance equity plan

Share retention policy Yes (vesting four years after grant) Yes (blocked for 4 years) Yes

1 Pending Kaspar Villiger’s election as Chairman of the BoD this renumeration structure would not be applicable to him (but rather a fixed base salary only).

Advisory vote

based on achievement against two performance measures: 
economic profit and relative total shareholder return.

–  addresses risk management: Pay that depends upon long-
term performance increases risk awareness. Economic 
profit used to determine vesting of the performance eq-
uity plan is a market-recognized standard for measuring 
risk-adjusted profit taking into account the cost of equity 
capital, while the new cash plan no longer pays out im-
mediately, but holds compensation at risk, subject to fu-
ture business performance.

 – incorporates a “malus” system: A maximum of one-third of 
a senior executive’s variable cash incentive will be paid out 
at the beginning of the following year. Should certain mate-
rial adverse events occur, a “malus” or negative award may 
be applied to the cash balance plan. Separately, the perfor-
mance equity plan will deliver between zero and two times 
each senior executive’s target award. Failure to achieve 
threshold economic profit targets or a reasonable level of 
total shareholder return can result in a share delivery that is 
considerably below target or even zero.

Compensation components

Chairman of the Board of Directors
From January 2009, the Chairman of the BoD receives a 
fixed base salary comprising cash and a pre-determined fixed 
number of UBS shares. These shares vest after four years and 
are subject to a “malus” in loss-making years over the vest-
ing period. This compensation package does not include any 
variable, performance-dependent component, but does 
keep the Chairman’s pay aligned with long-term, sustainable 
value creation through its share component.

Independent members of the Board of Directors
The independent members of the BoD receive fixed remu-
neration only. Fees are paid 50% in cash and 50% in blocked 

During 2008, the UBS Board of Directors (BoD) reviewed the 
incentive systems of the UBS Group (Group) and examined 
their level of alignment with the firm’s values and long-term 
orientation. Towards the end of the year, UBS announced that 
a new compensation model would apply from 2009 onwards. 
At the annual general meeting (AGM) to be held in 2009, 
shareholders will be invited to participate in an advisory vote on 
the principles of this new compensation model. This section of 
this report outlines these principles and explains how the new 
model will apply to the Chairman of the BoD, independent BoD 
members and Group Executive Board (GEB) members.

Compensation policy

The Chairman of the UBS BoD receives a fixed base salary that 
comprises cash and a pre-determined, fixed number of shares. 1 
The Chairman is not entitled to any variable compensation.

The independent BoD members receive fixed remunera-
tion fees. Independent BoD members are not entitled to any 
variable compensation.

Compensation for members of the GEB comprises a fixed 
salary, variable cash compensation and variable equity com-
pensation. Variable compensation awarded to GEB members:
 – is based on long-term performance: Variable compensa-

tion remains an important component of the new model, 
but it is based on clear, long-term performance measures 
that take business risk into account. Two variable compen-
sation schemes – one in cash (“cash balance plan”), one in 
equity (“performance equity plan”) – have been defined 
for the members of the GEB. The results of the senior ex-
ecutive’s business division will be a key factor in determin-
ing the amount of variable cash compensation to be 
awarded. In unprofitable years no new variable cash com-
pensation will be paid. In the performance equity plan, the 
final number of shares that each senior executive will re-
ceive can be determined only after three years, and will be 

Compensation principles 2009 and beyond  
for UBS senior executives
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Performance Equity Plan: basic design
 

Performance period: 3 years

4CP025_e

year 1

Grant
year 1

Vesting
year 4

year 2 year 3 year 4 year 5 year 6 year 7 year 8

Share retention period ¹

# Performance shares (# performance shares x vesting multiple [0% –200%] ²= # vested UBS shares)

1 Refer to the description of UBS’s share retention policy for the Chairman of the BoD and GEB members shown in this section of this report.    
2 Cumulative EP- and TSR-driven vesting multiple (min. 0%; max. 200%).

start of each performance period, senior executives are ad-
vised of a potential quantity of restricted performance shares 
that, subject to the achievement of pre-defined business tar-
gets, is expected to vest after three years. A final decision on 
the actual number of shares that will vest and transfer to the 
senior executive is only possible after the end of the three-year 
period, depending upon the level of performance achieved. If 
UBS’s performance over the three-year period is below target, 
the number of shares that vest is reduced and may be zero. 
Should UBS’s performance over the three-year period be 
above target, the actual number of shares may be adjusted up 
to two times the original target. Performance measurement 
for the first award will begin in 2009, with the first possible 
vesting in 2012. Performance shares are not eligible for divi-
dends during the three-year measurement period.

The final number of shares that will actually vest depends 
on cumulative achievement against two performance metrics:
–  Economic profit (EP) is an internal measure for value cre-

ation that reflects both profitability and the equity re-
quired to support business risk. It is calculated by sub-
tracting the cost of equity capital from the annual net 
profit attributable to UBS shareholders. EP is only realized 
when the return on capital achieved is greater than the 
firm’s cost of capital. In order to offset accounting entries 
which distort the economic perspective, the EP calcula-
tion is adjusted for items not reflected in business perfor-
mance. The three-year EP targets for the performance 
equity plan are based on the UBS strategic business plan 
and analyst expectations. Threshold, target and stretch 
performance goals have been defined for the 2009 – 
2011 performance period based on expected EP perfor-
mance and consideration of the expected market value 
associated with those EP performance levels. However, 
the human resources and compensation committee may 
revise the performance target if an exceptional event oc-
curs that makes this either necessary or advisable.

–  Total shareholder return (TSR) is an external measurement 
of value creation that measures the total return on a UBS 
share, i.e. both the dividend yield and the capital appre-
ciation of the share price. UBS measures TSR over a three-
year period relative to banking industry performance as 

UBS shares. However, members can elect to have 100% of 
their remuneration paid in blocked UBS shares. These shares 
are attributed with a price discount of 15% and restricted 
from sale for four years from the date they are granted.

Group Executive Board
Members of the GEB are entitled to a fixed salary. In addi-
tion, they may receive variable compensation under either 
the cash balance plan or the performance equity plan or a 
combination of both (these plans are discussed below).

Base salary
Members of the GEB receive a fixed base salary that is deter-
mined according to the skills, experience and knowledge 
they bring to their role in the relevant market segment.

Cash balance plan
The cash balance plan rewards long-term profitability by link-
ing variable cash compensation to sustained business perfor-
mance. The plan allows for a maximum of one-third of a se-
nior executive’s variable cash incentive to be paid out at the 
beginning of the following year, with the entire cash incen-
tive in question to be paid out over a three-year period. As 
such, the plan provides a multi-year reflection of performance 
and compensation. This is designed to ensure that the finan-
cial impact of decisions and actions taken in one period im-
pacts the variable compensation over a longer period of time. 
The system is significantly strengthened through inclusion of 
a bonus - malus system, which allows for the application of a 
“malus” or negative award to the balance of variable com-
pensation. Circumstances in which this could occur include: 
incurring of a financial loss; material restatement of the 
Group’s financial statements; substantial underachievement 
of individual performance targets; or the taking of excessive 
risk or causing of harm to UBS. If a senior executive leaves 
UBS, the cash balance will be kept at risk for the remaining 
life of the plan in order to capture any tail risk events.

Performance equity plan
The performance equity plan is forward-looking and depen-
dent on results produced over a three-year time period. At the 



239

C
o

rp
o

ra
te

 g
o

ve
rn

an
ce

 a
n

d
 c

o
m

p
en

sa
ti

o
n

Advisory vote

Historic TSR ranking

Performance period UBS TSR
UBS rank /  

# peer companies 1

1.4.99–1.4.02 4% 16 / 27

1.4.00–1.4.03 (4%) 11 / 27

1.4.01–1.4.04 6% 9 / 28

1.4.02–1.4.05 10% 9 / 30

1.4.03–1.4.06 39% 10 / 30

1.4.04–1.4.07 18% 19 / 30

1.4.05–1.4.08 (14%) 28 / 30

1 Current constituents of the Dow Jones Banks Titans 30 Index.

Vesting matrix
3 years’ cumulative EP

< Threshold¹

Threshold

Target

Stretch

 Under- Median- Out-
 performance performance performance

100%

1 But limited vesting if TSR rank 1–10.

4CP026_eTSR performance: rank within Dow Jones Banks Titans 30 Index

0%

200%

inal target award. If a senior executive leaves UBS before the 
vesting of an award, the quantity of shares received will be 
pro-rated to the actual service period as well as being depen-
dent upon the full three-year performance conditions. 
Awards may be forfeited under certain circumstances.

Employment contracts
All GEB members will receive new employment agreements 
during 2009, under which notice periods will be reduced 
from 12 months to six months. Furthermore, any discretion-
ary variable compensation paid to senior executives who 
leave UBS will, as per the new employment agreements, be 
based on Group, business division and personal perfor-
mance. Any amounts paid would be pro-rated to the end of 
the notice period and would use only variable cash compen-
sation as a basis. Furthermore, any payments would gener-
ally be made under the cash balance plan, with two-thirds of 
any variable cash award being kept “at risk” for the remain-
der of the three-year performance cycle in order to capture 
any tail risk events. “Golden parachutes” (in the sense of ex 
gratia payments made to senior executives due to termina-
tion of employment) do not exist at UBS. 

indicated by the components of the Dow Jones Banks Ti-
tans 30 Index©. This global index comprises the top 30 
companies in the banking sector, as defined by Dow 
Jones, and has been chosen for its relevance to UBS 
(banking), for transparency (known listed companies), for 
sector coverage (30 leading global banks assessed by 
market capitalization, revenues, and net profit) and for 
independence (managed by Dow Jones). For greater 
transparency and consistent with best practice, the TSR 
for all companies in the index will be measured in a com-
mon currency (Swiss franc).
Cumulative EP is the primary and most important perfor-

mance measure, with relative TSR performance able to ei-
ther increase or reduce the award indicated by the EP 
achievement. Both performance conditions will be pre-de-
fined for each three-year performance period. A shortfall in 
value creation during the performance period, as measured 
by cumulative EP and relative TSR performance, may result in 
a “malus” or the vesting of shares below target (this could 
be as low as zero). However, in case of outperformance 
against both the EP target and the TSR index, the actual 
numbers of shares may be adjusted up to two times the orig-
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Share retention policy
 

Restricted share awards Share retention policy

Blocked shares

4CP029_e

year 1 year 2 year 3 year 4 year 5 year 6 year 7 year 8

Performance period Share retention policy

Independent members of the BoDChairman of the BoD Members of the GEB

cluding the performance equity plan. For example, perfor-
mance equity plan shares granted in 2009 will continue to 
be restricted after vesting until 2017 unless the executive 
leaves UBS.

All shares granted to independent members of the BoD are 
blocked for a period of four years from the date of grant.

Share retention policy
Effective 1 January 2009, the Chairman of the BoD and all 
GEB members are required to retain 75% of all vested shares 
(after payment of taxes) during their time in office and for a 
period of eight years from the date of grant. This rule ap-
plies for all mandatory share-based compensation plans, in-
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Introduction

Financial information 2008
This comprises the audited consolidated financial statements 
of UBS Group for 2008, 2007 and 2006, prepared according 
to International Financial Reporting Standards (IFRS) as  issued 
by the International Accounting Standards Board (IASB). It 

also includes the audited financial statements of UBS AG 
(the Parent Bank) for 2008 and 2007, prepared according to 
Swiss banking law. Additional disclosure required by Swiss 
and US regulations is included where appropriate. 
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Accounting principles

UBS’s consolidated Financial Statements have been prepared 
in accordance with International Financial Reporting Stan-
dards (IFRS) as issued by the International Accounting Stan-
dards Board (IASB) and stated in Swiss francs (CHF). Until 
2006, UBS also reconciled its Financial Statements to US 
Generally Accepted Accounting Principles (US GAAP). 

Except where clearly identified, all of UBS’s financial infor-
mation presented in this document is presented on a con-
solidated basis under IFRS. Pages 371 to 392 contain the fi-
nancial statements for the UBS AG Parent Bank – the Swiss 
company, including branches worldwide, which owns all the 
UBS companies, directly or indirectly. The Parent Bank’s fi-
nancial statements are prepared in order to meet Swiss regu-
latory requirements and in compliance with Swiss Banking 
Law. Except in those pages, or where otherwise explicitly 
stated, all references to “UBS” refer to the UBS Group and 

not to the Parent Bank. Pages 393 to 413 include additional 
disclosures required under SEC rules.

All references to 2008, 2007 and 2006 refer to the UBS 
Group and the Parent Bank’s fiscal years ended 31 December 
2008, 2007 and 2006. The Financial Statements for the UBS 
Group and the Parent Bank have been audited by Ernst & 
Young Ltd. An explanation of the critical accounting policies 
applied in the preparation of UBS’s Financial Statements is 
provided in the next section. The basis of UBS’s accounting is 
described in Note 1 to the Financial Statements.

The UBS Group financial statements 2008 included in 
this Annual Report 2008 replace the Group financial state-
ments 2008 included in the Annual Report 2008 issued and 
filed with the US SEC on Form 20-F on 11 March 2009. Re-
fer to Note 1b to the financial statements of this report for 
details.
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Critical accounting policies

Basis of preparation and selection of policies

UBS prepares its Financial Statements in accordance with 
IFRS as issued by the International Accounting Standards 
Board. The application of certain of these accounting prin-
ciples requires considerable judgment based upon esti-
mates and assumptions that involve significant uncertainty 
at the time they are made. Changes in assumptions may 
have a significant impact on the Financial Statements in the 
periods where assumptions are changed. Accounting treat-
ments where significant assumptions and estimates are 
used are discussed in this section, as a guide to understand-
ing how their application affects the reported results. A 
broader and more detailed description of the accounting 
policies UBS employs is shown in Note 1 to the Financial 
Statements.

The application of assumptions and estimates means that 
any selection of different assumptions would cause the re-
ported results to differ. UBS believes that the assumptions it 
has made are appropriate, and that UBS’s Financial State-
ments therefore present the financial position and results 
fairly, in all material respects. The alternative outcomes dis-
cussed below are presented solely to assist the reader in 
 understanding UBS’s Financial Statements, and are not in-
tended to suggest that other assumptions would be more 
appropriate.

Many of the judgments UBS makes when applying ac-
counting principles depend on an assumption, which UBS 
 believes to be correct, that UBS maintains sufficient liquid-
ity to hold positions or investments until a particular trading 
strategy matures – i. e. that UBS does not need to realize 
positions at unfavorable prices in order to fund immediate 
cash needs. Liquidity is discussed in more detail in the 
 “Liquidity and funding management” section of this re-
port.

Fair value of financial instruments

Financial assets and financial liabilities in UBS’s trading port-
folio, financial assets and liabilities designated at fair value, 
derivative instruments, and financial assets available-for-sale 
are recorded at fair value on the balance sheet. Changes in 
the fair value of these financial instruments are recorded in 
Net trading income in the income statement, except for fi-
nancial  assets available-for-sale, for which changes in fair 
value are recorded directly in equity until realized or the as-
sets are considered impaired. Key judgments affecting this 
accounting policy relate to how UBS determines fair value 
for such assets and liabilities.

Where no active market exists, or where quoted prices 
are not otherwise available, UBS determines fair value using 
valuation techniques. In these cases, fair values are esti mated 
from observable data in respect of similar financial instru-
ments, using models to estimate the present value of expec-
ted future cash flows or other valuation techniques, using 
inputs existing at the balance sheet dates. If available, mar-
ket observable inputs are applied to valuation models (level 
2). In cases where market observable inputs are not available 
for all significant valuation parameters, they are  estimated 
based on appropriate assumptions (level 3). At 31 December 
2008, financial assets categorized as level 2 amounted to 
CHF 965 billion (31 December 2007: CHF 799 billion) and 
those categories as level 3 amounted to CHF 57 billion 
(31 December 2007: CHF 76 billion). At 31 December 2008, 
 financial liabilities categorized as level 2 amounted to CHF 
931 billion (31 December 2007: CHF 615 billion) and level 3 
to CHF 46 billion (31 December 2007: CHF 59 billion). 

Valuation models are used primarily to value derivatives 
transacted in the over-the-counter market, including credit 
derivatives, unlisted equity and debt securities (including 
those with embedded derivatives), and other debt instru-
ments for which markets were or have become illiquid in 
2008. All valuation models are validated before they are 
used as a basis for financial reporting, and periodically 
 reviewed thereafter, by qualified personnel independent 
of the area that created the model. Wherever possible, 
UBS compares valuations derived from models with prices 
of similar financial instruments, and with actual values 
when realized, in order to further validate and calibrate 
UBS’s models.

A variety of factors are incorporated in UBS’s models, in-
cluding actual or estimated market prices and rates, such as 
time value and volatility, and market depth and liquidity. 
Where available, UBS uses market observable prices and 
rates derived from market verifiable data. Where such fac-
tors are not market observable, changes in assumptions 
could affect the reported fair value of financial instruments. 
UBS generally  applies its models consistently from one peri-
od to the next, ensuring comparability and continuity of val-
uations over time. However, models are changed or adapted 
to market developments in situations where peviously used 
models have limitations and are assessed to be inadequate.

Estimating fair value inherently involves a signi ficant degree 
of judgment. Management therefore establishes valuation ad-
justments to cover the risks associated with the estimation of 
unobservable input parameters and the assumptions within 
the models themselves. Valuation adjustments are also made 
to reflect such elements as  deteriorating creditworthiness (in-
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cluding country-specific risks), concentrations in specific types 
of instruments and market risk factors (interest rates, curren-
cies, etc.), and  market depth and liquidity. Although a signifi-
cant degree of judgment is, in some cases, required in estab-
lishing fair values, management believes that the fair values 
recorded in the balance sheet and the changes in fair values 
recorded in the income statement are reflective of the underly-
ing economics, based on UBS’s established fair value and mod-
el governance policies and the related controls and proce dural 
safeguards UBS employs. For a description of the valuations of 
UBS’s positions related to the US student loan auction rate se-
curities, monolines, leveraged finance transactions, US and 
non-US reference linked notes, US commercial mortgage 
backed securities and other instruments which were deter-
mined relevant for specific disclosure refer to Note 27.

Uncertainties associated with the use of model-based 
 valuations (both level 2 and level 3) are predominantly ad-
dressed through the use of model reserves. These reserves 
reflect the amounts that UBS estimates are appropriate to 
deduct from the valuations produced directly by the models 
to reflect uncertainties in the relevant modeling assumptions 
and inputs used. In arriving at these estimates, UBS considers 
the range of market practice and how it believes other mar-
ket participants would assess these uncertainties. Model 
 reserves are periodically reassessed in light of information 
from market transactions, pricing utilities, and other relevant 
sources. The level of these model reserves is, nevertheless, to 
a large extent a matter of judgment.

To estimate the potential effect on the Financial State-
ments from the use of alternative valuation techniques or 
assumptions, UBS makes use of the model reserve amounts 
described above, by scaling the level of the model reserves 
higher and lower, to assess the impact on valuation of in-
creasing or decreasing the amount of model-related uncer-
tainty considered.

The potential effect of using reasonably possible alter native 
valuation assumptions has been quantified as follows:
– Scaling the model reserve amounts upward in line with 

less favorable assumptions would reduce fair value by ap-
proximately CHF 2.5 billion at 31 December 2008, by 
 approximately CHF 2.7 billion at 31 December 2007 and 
approximately CHF 1.0 billion at 31 December 2006.

– Scaling the model reserve amounts downward in line with 
more favorable assumptions would increase fair  value by 
approximately CHF 1.4 billion at 31 December 2008, ap-
proximately CHF 2.2 billion at 31 December 2007, and ap-
proximately CHF 1.0 billion at 31 December 2006.

Refer to Note 27 for additional sensitivity information for se-
ve ral relevant products.

Goodwill impairment test

The ongoing crisis in the financial markets dramatically 
changed industry dynamics and the related decrease in mar-
ket capitalization of UBS made it necessary to monitor close-
ly whether there was indication that goodwill allocated to its 
cash-generating units was impaired. At 31 December 2008, 
equity attributable to UBS shareholders stood at CHF 33 bil-
lion. UBS’s market capitalization, excluding the shares to be 
issued upon conversion of the MCNs, amounted to CHF 44 
billion at 31 December 2008. On the basis of the impairment 
testing methodology described in Note 16, UBS concluded 
that the year-end 2008 balances of goodwill allocated to all 
its segments remain recoverable. Goodwill allocated to the 
Investment Bank at 31 December 2008 amounted to CHF 4.3 
billion (CHF 5.2 billion at 31 December 2007), to Wealth 
Management US CHF 3.7 billion, Wealth Management Inter-
national & Switzerland CHF 1.6 billion and Global Asset Man-
agement CHF 2.0 billion. The assessment of the goodwill in 
the Investment Bank, which is most affected by the financial 
market crises, was a key focus. 

In its review of the year-end 2008 goodwill balance, UBS 
considered the performance outlook of its Investment Bank 
division and the underlying business operations to resolve 
whether the recoverable amount for this unit covers its car-
rying amount. Based on the estimated cash flows the Invest-
ment Bank will generate from its businesses, discounted 
back to their present value using a discount rate that reflects 
the risk profile of the Investment Bank’s activities, UBS con-
cluded that goodwill allocated to the Investment Bank re-
mained recoverable on 31 December 2008. The conclusion 
was reached on the basis of the forecast results of those 
 activities which management expects to generate positive 
cash flows in future years. The forecasts are based on an ex-
pectation that the economic environment will gradually im-
prove over the next three years and reach an average growth 
level thereafter. The fair value obtained from the model cal-
culation was subject to a stress test by decreasing forecast 
cash flows by one third and at the same time increasing the 
discount rate by 3.5 percentage points to 16.5%. The stress 
value covered the book value of the Investment Bank. How-
ever, if the conditions in the financial markets and banking 
industry further deteriorate and turn out to be worse than 
anticipated in UBS’s performance forecasts, the goodwill car-
ried in the  Investment Bank business division may need to be 
impaired in future periods. 

The same model is applied to all segments carrying good-
will. It is most sensitive to changes in the forecast earnings 
available to shareholders in year one to five, the estimated 
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return on equity, the underlying equity, the cost of equity 
and to changes in the long-term growth rate. The applied 
long-term growth rate is based on long-term risk-free inter-
est rates. Earnings available to share holders are estimated 
based on forecast results, business  ini tiatives and planned 
capital investments and returns to shareholders. Valuation 
parameters used within the Group’s impairment test model 
are linked to external market  in formation, where applicable. 
Management believes that reasonable changes in key as-
sumptions used to determine the recoverable amounts of all 
segments will not result in an impairment situation. 

Reclassification of financial instruments

The International Accounting Standards Board published an 
amendment to International Accounting Standard 39 (IAS 39 
Financial Instruments: Recognition and Measurement) on 
13 October 2008, under which eligible financial assets, sub-
ject to certain conditions being met, may be reclassified out 
of the “held for trading” category if the firm has the intent 
and ability to hold them for the foreseeable future or until 
maturity.

Although the amendment could have been applied retro-
spectively from 1 July 2008, UBS decided at the end of Octo-
ber 2008 to apply the amendment with effect from 1 October 
2008 following an assessment of the implications on its finan-
cial statements.

Effective 1 October 2008, UBS reclassified eligible assets 
which it intends to hold for the foreseeable future with a fair 
value of CHF 17.6 billion on that date from “held for trad-
ing” to the “loans and receivables” category. In addition, 
student loan auction rate securities (ARS) with a fair value of 
CHF 8.4 billion have been reclassified as of 31 December 
2008. In fourth quarter 2008, an impairment charge of CHF 
1.3 billion was recognized as credit loss expense on reclassi-
fied financial instruments. If reclassification had not oc-
curred, the impairment charge would not have been recog-
nized but an additional trading loss of CHF 4.8 billion would 
have been recorded in UBS’s fourth quarter income state-
ment. Net interest income after reclassification increased by 
CHF 0.1 billion. Refer to Note 29 for details.

Consolidation of Special Purpose Entities

UBS sponsors the formation of Special Purpose Entities 
(SPEs) primarily to allow clients to hold investments in sepa-
rate legal entities, to allow clients to jointly invest in alter-
native assets, for asset securitization transactions and for 
buying or selling credit protection. In accordance with IFRS, 

UBS does not consolidate SPEs that it does not control. In 
order to determine whether UBS control an SPE or not, UBS 
has to make judgments about risks and rewards and assess 
the ability to make operational decisions for the SPE in 
question. In many instances, elements are present that, 
considered in isolation, indicate control or lack of control 
over an SPE, but when considered together make it difficult 
to reach a clear conclusion. When assessing whether UBS 
has to consolidate an SPE it evaluates a range of factors, 
including whether (a) the activities of the SPE are being 
conducted on UBS’s behalf according to its specific business 
needs so that UBS obtains the benefits from the SPE’s op-
erations, or (b) UBS has decision-making powers to obtain 
the majority of the benefits of the activities of the SPE, or 
UBS has delegated these decision-making powers by set-
ting up an autopilot mechanism, or (c) UBS has the rights to 
obtain the majority of the benefits of the activities of an SPE 
and therefore may be exposed to risks arising from the ac-
tivities of the SPE, or (d) UBS retains the majority of the re-
sidual or ownership risks related to the SPE or its assets in 
order to obtain the benefits from its activities. UBS consoli-
dates a SPE if its assessment of the relevant factors indi-
cates that UBS controls the SPE.

SPEs used to allow clients to hold investments are struc-
tures that allow one or more clients to invest in an asset or 
set of assets, which are generally purchased by the SPE in the 
open market and not transferred from UBS. The risks and 
rewards of the assets held by the SPE reside with the clients. 
Typically, UBS will receive service and commission fees for 
 creation of the SPE, or because it acts as investment man-
ager, custodian or in some other function. Many of these 
SPEs are single-investor or family trusts while others allow a 
broad number of investors to invest in a diversified asset 
base through a single share or certificate. These latter SPEs 
range from mutual funds to trusts investing in real estate. 
The majority of UBS’s SPEs are created for client investment 
purposes and are not consolidated. However, UBS consoli-
dates investment funds in cases where it provides or have a 
moral obligation to provide financial support to a fund. In 
these instances UBS generally assumes the majority or a sig-
nificant portion of the risks of the fund, which, combined 
with UBS’s role as investment manager, makes the party that 
can  exercise control over the entity.

SPEs used to allow clients to jointly invest in alternative 
assets, e. g. feeder funds, for which generally no active 
 markets exist, are often in the form of limited partnerships. 
Investors are the limited partners and contribute all or the 
 majority of the capital, whereas UBS serves as the general 
partner. In that capacity, UBS is the investment manager and 
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have sole discretion over investment and other administra-
tive decisions, but have no or only a nominal amount of cap-
ital invested. UBS typically receives service and commission 
fees for UBS’s services as general partner but do not, or only 
to a minor extent, participate in the risks and rewards of the 
vehicle, which reside with the limited partners. In most in-
stances, limited partnerships are not consolidated under IFRS 
because UBS’s legal and contractual rights and obligations 
indicate that UBS does not have the power to govern the 
financial and operating policies of these entities and concur-
rently do not have the objective of obtaining benefits from 
its activities through such power.

SPEs used for securitization. SPEs for securitization are 
created when UBS has assets (for example, a portfolio of 
loans) which it sells to an SPE, and the SPE in turn sells inter-
ests in the assets as securities to investors. Consolidation of 
these SPEs depends mainly on whether UBS retains the ma-
jority of the benefits or risks of the assets in the SPE.

UBS does not consolidate SPEs for securitization if it has 
no control over the assets and no longer retain any signifi-
cant ex posure (for gain or loss) to the income or investment 
returns on the assets sold to the SPE or the proceeds of 
their liquidation. This type of SPE is a bankruptcy remote 
entity – if UBS were to go bankrupt the holders of the secu-
rities would clearly be owners of the asset, while if the SPE 
were to go bankrupt the securities holders would have no 
recourse to UBS.

SPEs for credit protection are set up to allow UBS to sell 
the credit risk on portfolios, which may or may not be held 
by UBS, to investors. They exist primarily to allow UBS to 
have a single counterparty (the SPE), which sells credit pro-
tection to it. The SPE in turn has investors who provide it 
with capital and participate in the risks and rewards of the 
credit events that it insures. UBS generally consolidates SPEs 
used for credit protection.

Equity compensation

IFRS 2 requires that shares and share options awarded to 
employees are recognized as compensation expense based 
on their fair value at grant date. In valuing share awards, the 
employee’s entitlement to receive dividends during the vest-
ing period and post-vesting sale and hedge restrictions and 
non-vesting conditions are taken into account. The share op-
tions UBS issue to its employees have features that make 
them incomparable to options on UBS’s shares traded in ac-
tive markets. Accordingly, UBS cannot determine fair value 
by reference to a quoted market price, but UBS rather esti-
mates it using an option valuation model. The model, a 

Monte Carlo simulation, requires inputs such as interest 
rates, expected dividends, volatility measures and specific 
employee exercise behavior patterns based on statistical 
data.

Some of the model inputs UBS uses are not market ob-
servable and have to be estimated or derived from available 
data. Use of different estimates would produce different op-
tion values, which in turn would result in higher or lower 
compensation expense recognized.

Several recognized models for the valuation of options 
exist but none can be singled out as the best or most correct. 
The model UBS applys has been selected because it is able to 
handle some of the specific features included in the options 
granted to UBS’s employees. If UBS was to use a different 
model, the option values produced would be different, even 
if it used the same inputs.

Using both different inputs and a different valuation 
model could have a significant impact on the fair value of 
employee share options, which could be either higher or 
lower than the values produced by the model UBS applys 
and the inputs it has used.

On 1 January 2008, UBS adopted an amendment to 
IFRS 2 Share-based Payment: Vesting Conditions and Cancel-
lations and restated the two comparative prior years. The 
amended standard no longer considers non-compete condi-
tions to establish a service requirement in order to earn the 
share-based awards. Accordingly, UBS changed its expense 
recognition for compensation awards that contain non-com-
pete conditions from the stated vesting period to the period 
over which the employee is required to provide active service 
in order to earn the award. Post-vesting sale and hedge re-
strictions and other non-vesting conditions are considered 
when determining the fair value of an award at grant date. 
The adoption of these IFRS 2 amendments had the effect 
that the compensation expense for share and option awards 
containing non-compete provisions was recognized retro-
spectively in the year for which the award was granted. Ad-
ditional compensation expense of CHF 797 million was rec-
ognized for 2007 and CHF 516 million for 2006. In 2008, 
management decided that most of the share-based awards 
to be granted in March 2009 for the year 2008 will be for-
feited if the employee terminates employment with UBS 
 prior to vesting and eliminated the non-compete conditions. 
Compensation expense for these awards will be recognized 
over the stated vesting period that commences on 1 March 
2009. The adoption of the amendments to IFRS 2 and the 
large reduction in variable compensation for 2008 resulting 
in a small number of share grants related to 2008 signifi-
cantly reduced share-based compensation expense for 2008. 
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Further information on UBS equity compensation plans is 
disclosed in Note 1a) 22) and Note 31 to the Financial State-
ments.

Deferred taxes

Deferred tax assets arise from a variety of sources, the most 
significant being: a) tax losses that can be carried forward to 
be utilized against profits in future years; and b) expenses 
recognized in the books but disallowed in the tax return un-
til the associated cash flow occurs.

UBS records a valuation allowance to reduce its deferred 
tax assets to the amount which can be recognized in line 
with the relevant accounting standards. The level of deferred 
tax asset recognition is influenced by management’s assess-
ment of UBS’s future profitability profile. At each balance 
sheet date, existing assessments are reviewed and, if neces-
sary, revised to reflect changed circumstances. In a situation 
where recent losses have been incurred, the relevant ac-

counting standards require convincing evidence that there 
will be sufficient future profitability. 

At 31 December 2008, recognized deferred tax assets 
amount to CHF 8.9 billion. Recognized deferred tax assets 
include an amount related to tax loss carry-forwards of 
CHF 8.1 billion, mainly relating to tax losses incurred in UBS 
AG, Switzerland, that can be utilized to offset taxable in-
come in Switzerland in future years. The losses mainly re-
sulted from the write-down of investments in US subsi diaries. 
At 31 December 2007, recognized deferred tax assets 
amounted to CHF 3.2 billion.

Swiss tax losses can be carried forward for seven years. The 
deferred tax assets recognized at 31 December 2008 have 
been based on future profitability assumptions over a five 
year horizon. The level of assets recognized may, however, 
need to be adjusted in the future in the event of changes to 
those profitability assumptions. Refer to Note 22 for further 
details.
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The Board of Directors and management of UBS AG (UBS) 
are responsible for establishing and maintaining adequate 
internal control over financial reporting. UBS’s internal con-
trol over financial reporting is designed to provide reason-
able assurance regarding the preparation and fair presenta-
tion of published financial statements in accordance with 
International Financial Reporting Standards (IFRS) as issued 
by the International Accounting Standards Board.

UBS’s internal control over financial reporting includes 
those policies and procedures that:
– Pertain to the maintenance of records that, in reasonable 

detail, accurately and fairly reflect transactions and dispo-
sitions of assets;

– Provide reasonable assurance that transactions are re-
corded as necessary to permit preparation and fair pre-
sentation of financial statements, and that receipts and 
expenditures of the company are being made only in ac-
cordance with authorizations of UBS management; and

– Provide reasonable assurance regarding prevention or 
timely detection of unauthorized acquisition, use or dis-
position of the company’s assets that could have a mate-
rial effect on the financial statements.

Because of its inherent limitations, internal control over 
financial reporting may not prevent or detect misstatements. 
Also, projections of any evaluation of effectiveness to future 
periods are subject to the risk that controls may become in-
adequate because of changes in conditions, or that the de-
gree of compliance with the policies or procedures may de-
teriorate.

UBS management assessed the effectiveness of UBS’s 
 internal control over financial reporting as of 31 December 
2008 based on the criteria set forth by the Committee 
of Sponsoring Organizations of the Treadway Commission 
(COSO) in Internal Control-Integrated Framework. Based on 
this assessment, management believes that, as of 31 Decem-
ber 31 2008, UBS’s internal control over financial reporting 
was effective.

The effectiveness of UBS’s internal control over financial 
reporting as of 31 December 2008 has been audited by Ernst 
& Young Ltd, UBS’s independent registered public  accounting 
firm, as stated in their report appearing on pages 252 to 
253, which expressed an unqualified opinion on the effec-
tiveness of UBS’s internal control over financial reporting as 
of 31 December 2008.

Management’s report on internal control over financial reporting

Consolidated financial statements 



252

Financial information
Consolidated financial statements 



Fi
n

an
ci

al
 in

fo
rm

at
io

n

253



254

Financial information
Consolidated financial statements 



Fi
n

an
ci

al
 in

fo
rm

at
io

n

255



256

Financial information
Consolidated financial statements 

Income statement

For the year ended % change from

CHF million, except per share data Note 31.12.08 31.12.07 31.12.06 31.12.07

Continuing operations

Interest income 3 65,679 109,112 87,401 (40)

Interest expense 3 (59,687) (103,775) (80,880) (42)

Net interest income 3 5,992 5,337 6,521 12

Credit loss (expense) / recovery (2,996) (238) 156

Net interest income after credit loss expense 2,996 5,099 6,677 (41)

Net fee and commission income 4 22,929 30,634 25,456 (25)

Net trading income 3 (25,820) (8,353) 13,743 (209)

Other income 5 692 4,341 1,608 (84)

Total operating income 796 31,721 47,484 (97)

Personnel expenses 6 16,262 25,515 24,031 (36)

General and administrative expenses 7 10,498 8,429 7,942 25

Depreciation of property and equipment 15 1,241 1,243 1,244 0

Impairment of goodwill 16, 38 341 0 0

Amortization of intangible assets 213 276 148 (23)

Total operating expenses 28,555 35,463 33,365 (19)

Operating profit from continuing operations before tax (27,758) (3,742) 14,119 (642)

Tax expense 22 (6,837) 1,369 2,998

Net profit from continuing operations (20,922) (5,111) 11,121 (309)

Discontinued operations

Profit from discontinued operations before tax 37 198 145 888 37

Tax expense 22 1 (258) (11)

Net profit from discontinued operations 198 403 899 (51)

Net profit (20,724) (4,708) 12,020 (340)

Net profit attributable to minority interests 568 539 493 5

from continuing operations 520 539 390 (4)

from discontinued operations 48 0 103

Net profit attributable to UBS shareholders (21,292) (5,247) 11,527 (306)

from continuing operations (21,442) (5,650) 10,731 (280)

from discontinued operations 150 403 796 (63)

Earnings per share

Basic earnings per share (CHF) 8 (7.69) (2.42) 5.19 (218)

from continuing operations (7.74) (2.61) 4.83 (197)

from discontinued operations 0.05 0.19 0.36 (74)

Diluted earnings per share (CHF) 8 (7.69) (2.43) 4.99 (216)

from continuing operations (7.75) (2.61) 4.64 (197)

from discontinued operations 0.05 0.19 0.34 (74)
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Balance sheet

% change from

CHF million Note 31.12.08 31.12.07 31.12.07

Assets

Cash and balances with central banks 32,744 18,793 74

Due from banks 9 64,451 60,907 6

Cash collateral on securities borrowed 10 122,897 207,063 (41)

Reverse repurchase agreements 10 224,648 376,928 (40)

Trading portfolio assets 11 271,838 660,182 (59)

Trading portfolio assets pledged as collateral 11 40,216 114,190 (65)

Positive replacement values 23 854,100 428,217 99

Financial assets designated at fair value 12 12,882 11,765 9

Loans 9 340,308 335,864 1

Financial investments available-for-sale 13 5,248 4,966 6

Accrued income and prepaid expenses 6,141 11,953 (49)

Investments in associates 14 892 1,979 (55)

Property and equipment 15 6,706 7,234 (7)

Goodwill and intangible assets 16 12,935 14,538 (11)

Other assets 17, 22 18,811 20,312 (7)

Total assets 2,014,815 2,274,891 (11)

Liabilities

Due to banks 18 125,628 145,762 (14)

Cash collateral on securities lent 10 14,063 31,621 (56)

Repurchase agreements 10 102,561 305,887 (66)

Trading portfolio liabilities 11 62,431 164,788 (62)

Negative replacement values 23 851,864 443,539 92

Financial liabilities designated at fair value 19 101,546 191,853 (47)

Due to customers 18 474,774 641,892 (26)

Accrued expenses and deferred income 10,196 22,150 (54)

Debt issued 19 197,254 222,077 (11)

Other liabilities 20, 21, 22 33,965 61,496 (45)

Total liabilities 1,974,282 2,231,065 (12)

Equity

Share capital 293 207 42

Share premium 25,250 12,433 103

Net income recognized directly in equity, net of tax (4,335) (1,161) (273)

Revaluation reserve from step acquisitions, net of tax 38 38 0

Retained earnings 14,487 35,795 (60)

Equity classified as obligation to purchase own shares (46) (74) 38

Treasury shares (3,156) (10,363) 70

Equity attributable to UBS shareholders 32,531 36,875 (12)

Equity attributable to minority interests 8,002 6,951 15

Total equity 40,533 43,826 (8)

Total liabilities and equity 2,014,815 2,274,891 (11)
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Statement of changes in equity

For the year ended

CHF million 31.12.08 31.12.07 31.12.06

Share capital

Balance at the beginning of the year 207 211 871

Issue of share capital 86 0 1

Capital repayment by par value reduction 0 0 (631)

Cancellation of second trading line treasury shares 0 (4) (30)

Balance at the end of the year attributable to UBS shareholders 293 207 211

Share premium

Balance at the beginning of the year 8,884 9,870 9,992

Change in accounting policy 3,549 2,770 2,325

Premium on shares issued and warrants exercised 20,003 12 46

Net premium / (discount) on treasury share and own equity derivative activity (4,626) (560) (271)

Employee share and share option plans (1,961) 898 (56)

Tax benefits from deferred compensation awards (176) (557) 604

Transaction costs related to share issuances, net of tax (423) 0 0

Balance at the end of the year attributable to UBS shareholders 25,250 12,433 12,640

Balance at the end of the year attributable to minority interests 417 556 461

Balance at the end of the year 25,667 12,989 13,101

Net income recognized directly in equity, net of tax

Foreign currency translation

Balance at the beginning of the year (2,627) (1,618) (432)

Change in accounting policy 27 4 (14)

Movements during the year (3,709) (986) (1,168)

Subtotal – balance at the end of the year attributable to UBS shareholders 1 (6,309) (2,600) (1,614)

Balance at the end of the year attributable to minority interests (1,095) (480) (208)

Subtotal – balance at the end of the year (7,404) (3,080) (1,822)

Net unrealized gains / (losses) on financial investments available-for-sale, net of tax

Balance at the beginning of the year 1,471 2,876 931

Net unrealized gains / (losses) on financial investments available-for-sale (648) 1,213 2,574

Impairment charges reclassified to the income statement 42 14 19

Realized gains reclassified to the income statement (524) (2,638) (649)

Realized losses reclassified to the income statement 6 6 1

Subtotal – balance at the end of the year attributable to UBS shareholders 347 1,471 2,876

Balance at the end of the year attributable to minority interests 2 32 30

Subtotal – balance at the end of the year 349 1,503 2,906

Changes in fair value of derivative instruments designated as cash flow hedges, net of tax

Balance at the beginning of the year (32) (443) (681)

Net unrealized gains / (losses) on the revaluation of cash flow hedges 1,780 239 1

Net realized (gains) / losses reclassified to the income statement (121) 172 237

Subtotal – balance at the end of the year attributable to UBS shareholders 1,627 (32) (443)

Balance at the end of the year attributable to minority interests 0 0 0

Subtotal – balance at the end of the year 1,627 (32) (443)

Net income recognized directly in equity, net of tax – attributable to UBS shareholders (4,335) (1,161) 819

Net income recognized directly in equity – attributable to minority interests (1,093) (448) (178)

Balance at the end of the year (5,428) (1,609) 641

Revaluation reserve from step acquisitions, net of tax

Balance at the beginning of the year 38 38 101

Movements during the year 0 0 (63)

Balance at the end of the year attributable to UBS shareholders 38 38 38

1 Net of CHF (17) million, CHF 39 million and CHF 83 million of related taxes for the years ended 31.12.08, 31.12.07 and 31.12.06 respectively.
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Statement of changes in equity (continued)

For the year ended

CHF million 31.12.08 31.12.07 31.12.06

Retained earnings

Balance at the beginning of the year 38,081 49,151 44,105

Change in accounting policy (2,286) (1,423) (693)

Net profit attributable to UBS shareholders for the year (21,292) (5,247) 11,527

Dividends paid 1 (16) (4,275) (3,214)

Cancellation of second trading line treasury shares 0 (2,411) (3,997)

Balance at the end of the year attributable to UBS shareholders 14,487 35,795 47,728

Balance at the end of the year attributable to minority interests 234 16 (25)

Balance at the end of the year 14,721 35,811 47,703

Equity classified as obligation to purchase own shares

Balance at the beginning of the year (74) (185) (133)

Movements during the year 28 111 (52)

Balance at the end of the year attributable to UBS shareholders (46) (74) (185)

Treasury shares

Balance at the beginning of the year (10,363) (10,214) (10,739)

Acquisitions (367) (7,169) (8,314)

Disposals 7,574 4,605 4,812

Cancellation of second trading line treasury shares 0 2,415 4,027

Balance at the end of the year attributable to UBS shareholders (3,156) (10,363) (10,214)

Minority interests – preferred securities 8,444 6,827 5,831

Total equity attributable to UBS shareholders 32,531 36,875 51,037

Total equity attributable to minority interests 8,002 6,951 6,089

Total equity 40,533 43,826 57,126

1 Stock dividend of 20-for-1 was distributed in April 2008, cash dividends of CHF 2.20 per share and CHF 1.60 per share were paid on 23 April 2007 and 24 April 2006 respectively.

Additional information: Equity attributable to minority interests

For the year ended

CHF million 31.12.08 31.12.07 31.12.06

Balance at the beginning of the year 6,951 6,089 7,619

Issuance of preferred securities 1,618 996 1,219

Other increases 12 101 131

Decreases and dividend payments (532) (502) (3,191)

Foreign currency translation (615) (272) (182)

Minority interest in net profit 568 539 493

Balance at the end of the year 8,002 6,951 6,089
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Statement of changes in equity (continued)

For the year ended % change from

Number of shares 31.12.08 31.12.07 31.12.06 31.12.07

Shares issued

Balance at the beginning of the year 2,073,547,344 2,105,273,286 2,177,265,044 (2)

Issuance of share capital 859,033,205 1,294,058 2,208,242

Cancellation of second trading line treasury shares (33,020,000) (74,200,000) 100

Balance at the end of the year 2,932,580,549 2,073,547,344 2,105,273,286 41

Treasury shares

Balance at the beginning of the year 158,105,524 164,475,699 208,519,748 (4)

Acquisitions 13,398,118 102,074,942 117,160,339 (87)

Disposals (109,600,521) (75,425,117) (87,004,388) (45)

Cancellation of second trading line treasury shares (33,020,000) (74,200,000) 100

Balance at the end of the year 61,903,121 158,105,524 164,475,699 (61)

On 31 December 2008, a maximum of 100,415 shares can be 
issued against the future exercise of options from former Pain-
eWebber employee option plans. These shares are shown as 
conditional share capital in the UBS AG (Parent Bank) disclo-
sure. During 2006, shareholders approved the creation of con-
ditional capital of up to a maximum of 150 million shares to 
fund UBS's employee share option programs. In 2008 and 
2007, zero and 5,704 shares had been issued under this pro-
gram. The remaining conditional capital to fund UBS’s employ-
ee share option programs amounts to 149,994,296 shares.

On 27 February 2008 the extraordinary general meeting 
of shareholders approved the creation of a maximum of 

CHF 10,370,000 in authorized capital, allowing the distri-
bution of a stock dividend. Additionally, on 23 April 2008, 
the Annual General Meeting of shareholders (AGM) ap-
proved a capital increase that resulted in the issuance  
of 760,295,181 fully paid registered shares. In addition dur-
ing 2008, shareholders approved the creation of condi-
tional capital in a maximum amount of 642,750,000 shares 
for the two issuances of mandatory convertible notes 
(MCNs). For further information refer to “Note 26 Capital 
increases and mandatory convertible notes” in the finan cial 
statements.

All issued shares are fully paid.

Statement of recognized income and expense

For the year ended 31.12.08 31.12.07 31.12.06

Attributable to

Total

Attributable to

Total

Attributable to

TotalCHF million

UBS  
Share- 

holders
Minority  
interests

UBS 
Share-

holders
Minority 
interests

UBS 
Share-

holders
Minority 
interests

Net unrealized gains / (losses) on financial investments  
available-for-sale, before tax (1,465) (30) (1,495) (1,825) 2 (1,823) 2,610 9 2,619

Changes in fair value of derivative instruments designated  
as cash flow hedges, before tax 2,180 0 2,180 541 0 541 332 0 332

Foreign currency translation (3,692) (615) (4,307) (1,025) (272) (1,297) (1,251) (182) (1,433)

Tax on items transferred to / (from) equity (196) 0 (196) 329 0 329 (676) 0 (676)

Net income recognized directly in equity, net of tax (3,173) (645) (3,818) (1,980) (270) (2,250) 1,015 (173) 842

Net income recognized in the income statement (21,292) 568 (20,724) (5,247) 539 (4,708) 11,527 493 12,020

Total recognized income and expense (24,465) (77) (24,542) (7,227) 269 (6,958) 12,542 320 12,862
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Statement of cash flows

For the year ended

CHF million 31.12.08 31.12.07 31.12.06

Cash flow from / (used in) operating activities
Net profit (20,724) (4,708) 12,020

Adjustments to reconcile net profit to cash flow from / (used in) operating activities
Non-cash items included in net profit and other adjustments:

Depreciation of property and equipment 1,241 1,253 1,325

Impairment / amortization of goodwill and intangible assets 554 282 196

Credit loss expense (recovery) 2,996 238 (156)

Share of net profits of associates 6 (120) (117)

Deferred tax expense / (benefit) (7,020) (371) (303)

Net loss / (gain) from investing activities (797) (4,085) (2,092)

Net loss / (gain) from financing activities (47,906) 3,779 3,659

Net (increase) / decrease in operating assets:

Net due from / to banks (16,588) (60,762) 80,269

Reverse repurchase agreements and cash collateral on securities borrowed 236,497 173,433 (61,382)

Trading portfolio, net replacement values and financial assets designated at fair value 350,099 60,729 (177,087)

Loans / due to customers (174,443) 47,955 64,029

Accrued income, prepaid expenses and other assets 7,512 (2,408) (4,263)

Net increase / (decrease) in operating liabilities:

Repurchase agreements, cash collateral on securities lent (220,935) (271,060) 66,370

Accrued expenses and other liabilities (32,625) 7,430 14,755

Income taxes paid (887) (3,663) (2,607)

Net cash flow from / (used in) operating activities 76,980 (52,078) (5,384)

Cash flow from / (used in) investing activities
Investments in subsidiaries and associates (1,502) (2,337) 2,856

Disposal of subsidiaries and associates 1,686 885 1,154

Purchase of property and equipment (1,217) (1,910) (1,793)

Disposal of property and equipment 69 134 499

Net (investment in) / divestment of financial investments available-for-sale (712) 5,981 1,723

Net cash flow from / (used in) investing activities (1,676) 2,753 4,439

Cash flow from / (used in) financing activities
Net money market paper issued / (repaid) (40,637) 32,672 16,921

Net movements in treasury shares and own equity derivative activity 623 (2,771) (3,179)

Capital issuance 23,135 0 1

Capital repayment by par value reduction 0 0 (631)

Dividends paid 0 (4,275) (3,214)

Issuance of long-term debt, including financial liabilities designated at fair value 103,087 110,874 97,675

Repayment of long-term debt, including financial liabilities designated at fair value (92,894) (62,407) (59,740)

Increase in minority interests 1 1,661 1,094 1,331

Dividends paid to / decrease in minority interests (532) (619) (1,072)

Net cash flow from / (used in) financing activities (5,557) 74,568 48,092

Effects of exchange rate differences (39,186) (12,228) (2,099)

Net increase / (decrease) in cash and cash equivalents 30,561 13,015 45,048

Cash and cash equivalents, beginning of the year 149,105 136,090 91,042

Cash and cash equivalents, at the end of the year 179,666 149,105 136,090

Cash and cash equivalents comprise:
Cash and balances with central banks 32,744 18,793 3,495

Money market paper 2 86,732 77,215 87,144

Due from banks with original maturity of less than three months 60,190 53,097 45,451

Total 179,666 149,105 136,090
1 Includes issuance of preferred securities of CHF 1,617 million, CHF 996 million and CHF 1,219 million for the years ended 31 December 2008, 31 December 2007 and 31 December 2006  respectively.   
2 Money market paper is included in the balance sheet under Trading portfolio assets and Financial investments available-for-sale. CHF 3,853 million, CHF 3,364 million and CHF 7,183 million were 
pledged at 31 December 2008, 31 December 2007 and 31 December 2006 respectively.
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Statement of cash flows (continued)

For the year ended

CHF million 31.12.08 31.12.07 31.12.06

Additional information

Cash received as interest 68,239 103,828 79,805

Cash paid as interest 61,681 97,358 76,109

Cash received as dividends on equities (incl. Associates, see Note 14) 2,779 5,313 4,839

Significant non-cash investing and financing activities

Private equity investments, deconsolidation

Property and equipment 33 24 264

Goodwill and intangible assets 22

Minority interests 62

Motor-Columbus, deconsolidation

Financial investments available-for-sale 178

Property and equipment 2,229

Goodwill and intangible assets 951

Debt issued 718

Minority interests 2,057

Acquisition of ABN AMRO’s Global Futures and Options Business

Property and equipment 13

Goodwill and intangible assets 428

Acquisition of Banco Pactual

Financial investments available-for-sale 36

Property and equipment 9

Goodwill and intangible assets 2,218

Debt issued 1,496

Acquisition of Piper Jaffray

Goodwill and intangible assets 605

Acquisition of McDonald Investments branch network

Property and equipment 3

Goodwill and intangible assets 262

Acquisition of Daehan Investment Trust Management Company

Property and equipment 2

Goodwill and intangible assets 224

Minority interests 60

Acquisition of Caisse Centrale de Réescompte Group (CCR)

Property and equipment 5

Goodwill and intangible assets 405

Debt issued 114

Acquisition of VermogensGroep

Property and equipment 2

Goodwill and intangible assets 173
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Equity attributable to minority interests is presented in the 
consolidated balance sheet within equity, separately from equity 
attributable to UBS shareholders. Net profit attributable to mi-
nority interests is shown separately in the income statement.

The Group sponsors the formation of entities, which may or 
may not be directly or indirectly owned subsidiaries, for the 
purpose of asset securitization transactions and structured 
debt issuance, and to accomplish certain narrow and well de-
fined objectives. These companies may acquire assets directly 
or indirectly from UBS or its affiliates. Some of these compa-
nies are bankruptcy-remote entities whose assets are not avail-
able to satisfy the claims of creditors of the Group or any of its 
subsidiaries. Such companies are consolidated in the Group’s 
Financial Statements when the substance of the relationship 
between the Group and the company indicates that the com-
pany is controlled by the Group. UBS also has employee ben-
efit trusts that are used in connection with share-based pay-
ment arrangements and deferred com pensation schemes. 
Pursuant to the criteria set out in SIC 12 Consolidation – Spe-
cial Purpose Entities, an interpretation of IAS 27, UBS consoli-
dates these trusts if it controls such entities.

Investments in associates in which UBS has a significant in-
fluence are accounted for under the equity method of ac-
counting. Significant influence is normally evidenced when 
UBS owns 20% or more of a company’s voting rights. Invest-
ments in associates are initially recorded at cost, and the carry-
ing amount is increased or decreased to recognize the Group’s 
share of the investee’s net profit or loss (including net profit or 
loss recognized directly in equity) after the date of acquisition.

Interests in jointly controlled entities, in which UBS and one 
or more third parties have joint control, are accounted for un-
der the equity method. A jointly controlled entity is subject to 
a contractual agreement between UBS and one or more third 
parties, which establishes joint control over its economic ac-
tivities. Interests in such entities are reflected under Invest-
ments in associates on the balance sheet and the related dis-
closures are included in the disclosures for  associates. UBS 
holds certain interests in jointly controlled real estate entities.

Assets and liabilities of subsidiaries, investments in asso-
ciates and interests in jointly controlled entities are classified 
as “held for sale” if their carrying amount will be recovered 
principally through a sale transaction rather than through 
continuing use – see parts 17) and 26). Major lines of busi-
ness and subsidiaries that were acquired exclusively with the 
intent for resale are presented as discontinued operations 

1) Basis of accounting
UBS AG and subsidiaries (“UBS” or the “Group”) provide a 
broad range of financial services including advisory services, 
underwriting, financing, market making, asset management 
and brokerage on a global level, and retail banking in Swit-
zerland. The Group was formed on 29 June 1998 when 
Swiss Bank Corporation and Union Bank of Switzerland 
merged. The merger was accounted for using the uniting of 
interests method of accounting.

The consolidated financial statements of UBS (the “Finan-
cial Statements”) are prepared in accordance with Interna-
tional Financial Reporting Standards (IFRS), as issued by the 
International Accounting Standards Board (IASB), and stated 
in Swiss francs (CHF), the currency of Switzerland where UBS 
AG is incorporated. On 5 March 2009, the Board of Directors 
approved them for issue.

Disclosures under IFRS 7 Financial Instruments:  Disclosures 
about the nature and extent of risks and Capital disclosures 
under IAS 1 Presentation of Financial Statements have been 
included in the audited parts of the “Risk and treasury man-
agement” section.

2) Use of estimates in the preparation of Financial  Statements
In preparing the Financial Statements, management is re-
quired to make estimates and assumptions that affect re-
ported income, expenses, assets, liabilities and disclosure of 
contingent assets and liabilities. Use of available information 
and application of judgment are inherent in the formation of 
estimates. Actual results in the future could differ from such 
estimates, and the differences may be material to the Finan-
cial Statements.

3) Subsidiaries, associates and jointly controlled entities
The Financial Statements comprise those of the parent com-
pany (UBS AG) and its subsidiaries including certain special 
purpose entities, presented as a single economic entity. The 
effects of intra-group transactions are eliminated in prepar-
ing the Financial Statements. Subsidiaries including special 
purpose entities that are directly or indirectly controlled by 
the Group are consolidated. UBS controls an entity if it has 
the power to govern the financial and operating policies so 
as to obtain benefits from the entity’s activities. Subsidiaries 
acquired are consolidated from the date control is trans-
ferred to the Group. Subsidiaries to be divested are consoli-
dated up to the date of disposal (i. e. loss of control).

Note 1 Summary of significant accounting policies

a) Significant accounting policies

Notes to the consolidated financial statements
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in the income statement in the period when the sale oc-
curred or it becomes highly probable that a sale will occur 
within 12 months – see part 26). 

4) Recognition and derecognition of financial instruments
UBS recognizes financial instruments on its balance sheet 
when the Group becomes a party to the contractual provi-
sions of the instrument.

UBS enters into transactions where it transfers financial as-
sets recognized on its balance sheet but retains either all risks 
and rewards of the transferred financial assets or a portion of 
them. If all or substantially all risks and rewards are retained, 
the transferred financial assets are not derecognized from the 
balance sheet. Transfers of financial assets with retention of all 
or substantially all risks and rewards include, for example, se-
curities lending and repurchase transactions described in this 
Note under parts 12) and 13). They further include transac-
tions where financial assets are sold to a third party with a 
concurrent total rate of return swap on the transferred assets 
to retain all their risks and rewards. These types of transac-
tions are accounted for as secured  financing transactions.

In transactions where substantially all of the risks and rewards 
of ownership of a financial asset are neither retained nor trans-
ferred, UBS derecognizes the financial asset if control over the 
asset is lost. The rights and obligations retained in the transfer 
are recognized separately as assets and liabilities as appropriate. 
In transfers where control over the financial asset is retained, the 
Group continues to recognize the asset to the extent of its con-
tinuing involvement, determined by the extent to which it is ex-
posed to changes in the value of the transferred asset. Examples 
of such transactions are transfers of financial assets involving 
guarantees, writing put options, acquiring call options, or spe-
cific types of swaps linked to the performance of the asset.

UBS removes a financial liability from its balance sheet 
when it is extinguished, i. e. when the obligation specified in 
the contract is discharged or cancelled or expires.

Assets held in an agency or fiduciary capacity are not  assets 
of the Group and are not reported in the balance sheet, pro-
vided the recognition criteria of IFRS are not satisfied.

5) Determination of fair value 
For an overview of financial assets and financial liabilities ac-
counted for at fair value, refer to the IAS 39 measurement 
categories presented in Note 29: financial assets and finan-
cial liabilities held for trading (including derivatives), financial 
assets and financial liabilities designated at fair value through 
profit or loss, and financial investments available-for-sale. 
For details on the determination of fair value, including those 
on fair value measurements for US student loan auction rate 
securities, monolines, leveraged finance transactions, US 
and non-US reference linked notes, US commercial mort-
gage backed securities and other instruments which were 
determined relevant for specific disclosure refer to Note 27.

For financial instruments traded in active markets, the 

 determination of fair values of financial assets and financial lia-
bilities is based on quoted market prices or dealer price quota-
tions. For all other financial instruments, fair value is determined 
using valuation techniques. Valuation techniques include net 
present value techniques, the discounted cash flow method, 
comparison to similar instruments for which market observable 
prices exist and valuation models. UBS uses widely recognized 
valuation models for determining fair values of non-standard-
ized financial instruments of lower complexity like options or 
interest rate and currency swaps. For these financial instru-
ments, inputs into models are generally market observable.

For more complex instruments, UBS uses internally devel-
oped models, which are usually based on valuation methods 
and techniques generally recognized as standard within the 
industry. Valuation models are used primarily to value deriva-
tives transacted in the over-the-counter market, including 
credit derivatives, unlisted equity and debt securities (in cluding 
those with embedded derivatives), and other debt instruments 
for which markets were or have become illiquid in 2008. 
Some of the inputs to these models may not be market ob-
servable and are therefore estimated based on assumptions. 
The impact on Net profit of financial instrument valuations 
reflecting non-market observable inputs (level 3 profit and 
loss) is disclosed in Note 27. When entering into a transaction 
where model inputs are not market observable, the financial 
instrument is initially recognized at the transaction price, 
which is generally the best indicator of fair value. This may dif-
fer from the value obtained from the valuation model. The 
timing of the recognition in income of this initial difference in 
fair value (“Deferred day 1 profit or loss”) depends on the in-
dividual facts and circumstances of each transaction but is 
never later than when the market data become observable. 
Refer to Note 27 for details on deferred day 1 profit or loss.

The output of a model is always an estimate or approxima-
tion of a value that cannot be determined with certainty, and 
valuation techniques employed may not fully reflect all factors 
relevant to the positions UBS holds. Valuations are therefore 
adjusted, where appropriate, to allow for additional factors 
including model risks, liquidity risk and counterparty credit 
risk. Based on the established fair value and model gover-
nance policies and related controls and procedures applied, 
management believes that these valuation adjustments are 
necessary and appropriate to fairly state the values of financial 
instruments carried at fair value on the balance sheet.

A breakdown of fair values of financial instruments mea-
sured on the basis of quoted market prices in active markets 
(level 1), valuation techniques reflecting market observable in-
puts (level 2), and valuation techniques reflecting significant 
non-market-observable inputs (level 3) is provided in Note 27.

6) Trading portfolio assets and liabilities
Trading portfolio assets consist of debt instruments (including 
those in the form of securities, money market paper, traded 
corporate and bank loans), equity instruments (including 
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those in the form of securities), precious metals and other 
commodities owned by the Group (“long” positions). Trading 
portfolio liabilities consist of obligations to deliver financial in-
struments such as debt and equity instruments which the 
Group has sold to third parties but does not own (“short” 
positions). The trading portfolio includes non-derivative finan-
cial instruments (including those with embedded derivatives) 
and commodities. Financial instruments which are considered 
derivatives in their entirety are presented on balance sheet as 
Positive and Negative replacement values, refer to part 14).

The trading portfolio is carried at fair value. Gains and 
losses realized on disposal or redemption and unrealized 
gains and losses from changes in the fair value of trading 
portfolio assets and liabilities are reported as Net trading in-
come. Interest and dividend income and expense on trading 
portfolio assets or liabilities are included in Interest and divi-
dend income or Interest and dividend expense.

An acquired non-derivative financial asset or liability is 
classified at acquisition as held for trading and presented in 
the trading portfolio, if it is (a) acquired or incurred princi-
pally for the purpose of selling or repurchasing it in the near 
term; or (b) part of a portfolio of identified financial instru-
ments that are managed together and for which there is evi-
dence of a recent actual pattern of short-term profit-taking. 

The Group uses settlement date accounting when recording 
trading financial asset transactions. From the date the purchase 
transaction is entered into (trade date), UBS recognizes any un-
realized profits and losses arising from revaluing that contract to 
fair value in Net trading income. The corresponding receivable or 
payable is presented on the balance sheet as a positive or nega-
tive replacement value. When the transaction is consummated 
(settlement date), a resulting financial asset is recognized on the 
balance sheet at the fair value of the consideration given or re-
ceived plus or minus the change in fair value of the contract since 
the trade date. When the Group becomes party to a sales con-
tract of a financial asset classified in its trading portfolio, unreal-
ized profits and losses are no longer recognized from the date 
the sales transaction is entered into (trade date) and it derecog-
nizes the asset on the day of its transfer (settlement date).

Trading portfolio assets transferred to external parties 
that do not qualify for derecognition (see part 4)) are reclas-
sified on UBS‘s balance sheet from Trading portfolio assets to 
Trading portfolio assets pledged as collateral, if the transfer-
ee has received the right to sell or repledge them.

Following an amendment to IAS 39 in 2008 (refer to Note 1b 
and Note 29), subject to certain conditions being met, financial 
assets may be reclassified out of the “held for  trading” category 
to the “loans and receivables” category if the firm has the intent 
and ability to hold them for the foreseeable future or until ma-
turity. UBS has applied this option in fourth quarter 2008 and 
reclassified several illiquid financial instrument positions to the 
category “loans and receivables”, which requires these instru-
ments are no longer fair valued through profit or loss but rather 
accounted for at amortized cost less impairment.

7) Financial assets and Financial liabilities designated at fair 
value through profit or loss (“Fair Value Option”)
A financial instrument may only be designated at fair value 
through profit or loss at inception and this designation can-
not subsequently be changed. Financial assets and financial 
liabilities designated at fair value are presented in separate 
lines on the face of the balance sheet.

The conditions for applying the fair value option are met 
on the basis that 
a) they are hybrid instruments which consist of a debt host 

and an embedded derivative component, or 
b) they are items that are part of a portfolio which is risk 

managed on a fair value basis and reported to senior 
management on that basis, or 

c) the application of the fair value option reduces or elimi-
nates an accounting mismatch that would otherwise arise.
Hybrid instruments which fall under criterion a) above 

 include i) bonds and compound debt liabilities issued, ii) com-
pound debt liabilities – OTC, and iii) hybrid financial assets 
from reverse repurchase agreements. Bonds and compound 
debt liabilities issued and OTC generally include embedded de-
rivative components which refer to an underlying, e. g.  equity 
price, interest rate, commodities price or index. UBS has desig-
nated most of its issued hybrid debt instruments as Financial 
liabilities designated at fair value through profit or loss. 

Besides hybrid instruments, the fair value option is also 
applied to certain loans and loan commitments which are 
substantially hedged with credit derivatives. The application 
of the fair value option to these instruments reduces an ac-
counting mismatch, as loans would have been otherwise 
 accounted for at amortized cost or as financial investments 
available-for-sale (refer to part 8)), whereas the hedging 
credit protection is accounted for as a derivative instrument 
at fair value through profit or loss. Loan commitments other 
than onerous loan commitments are only recognized on bal-
ance sheet if the fair value option has been applied.

UBS has also applied the fair value option to a hedge fund 
investment which is part of a portfolio managed on a fair 
value basis. Fair value changes related to financial instru-
ments designated at fair value through profit or loss are 
 recognized in Net trading income.

Interest income and interest expense on financial assets 
and liabilities designated at fair value through profit or loss 
are included in Interest income on financial assets designat-
ed at fair value or Interest on financial liabilities designated 
at fair value. Refer to Note 3.

UBS applies the same recognition and derecognition prin-
ciples to financial instruments designated at fair value as for 
 financial instruments held for trading (refer to parts 4) and 
6)).

8) Financial investments available-for-sale
Financial investments available-for-sale are non-derivative fi-
nancial assets that are not classified as held for trading, des-
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ignated at fair value through profit or loss, or loans and re-
ceivables. They are recognized on a settlement date basis. 
Financial investments available-for-sale include strategic 
 equity investments as well as instruments that, in manage-
ment’s opinion, may be sold in response to or in anticipation 
of needs for liquidity or changes in interest rates, foreign 
exchange rates or equity prices. Financial investments avail-
able-for-sale consist mainly of equity instruments, including 
certain private equity investments. In addition, certain debt 
instruments and non-performing loans acquired in the 
 secondary market are classified as financial investments 
available-for-sale.

Financial investments available-for-sale are carried at fair 
value. Lock-in periods for equity investments are considered 
when determining fair value. Unrealized gains or losses are 
reported in Equity, net of applicable income taxes, until such 
investments are sold, collected or otherwise disposed of, or 
until any such investment is determined to be impaired. On 
disposal of an investment, the accumulated unrealized gain 
or loss included in Equity is transferred to Net profit for the 
period and reported in Other income. Gains and losses on 
disposal are determined using the average cost method.

Interest and dividend income on financial investments 
available-for-sale are included in Interest and dividend in-
come from financial investments available-for-sale.

If a financial investment available-for-sale is determined 
to be impaired, the cumulative unrealized loss previously rec-
ognized in Equity is included in Net profit for the period and 
reported in Other income. UBS assesses at each balance 
sheet date whether there is objective evidence that a finan-
cial investment available-for-sale is impaired. In case of such 
evidence, it is considered impaired if its cost exceeds the re-
coverable amount. The recoverable amount for a quoted fi-
nancial investment available-for-sale is determined by refer-
ence to the market price. A quoted financial investment 
available-for-sale is considered impaired if objective evidence 
indicates that the decline in market price has reached such a 
level that recovery of the cost value cannot be reasonably 
expected within the foreseeable future. For a non-quoted 
financial investment available-for-sale (debt and equity in-
struments), the recoverable amount is determined by apply-
ing recognized valuation techniques. The standard method 
applied for non-quoted equity instruments is based on the 
multiple of earnings observed in the market for comparable 
companies. Management may adjust valuations determined 
in this way based on its judgment. For non-quoted debt in-
struments, UBS typically determines the recoverable amount 
by applying the discounted cash flow method.

After the recognition of impairment on a financial invest-
ment available-for-sale, a) increases in fair value of equity 
instruments are reported in Equity and b) increases in fair 
value of debt instruments up to original cost are recognized 
in Other income, provided the fair value increase has been 
triggered by a specific event (as defined by IFRS).

9) Loans and receivables
For an overview of financial assets and financial liabilities 
 accounted for as “loans and receivables”, refer to the IAS 39 
measurement categories presented in Note 29. 

Loans include loans originated by the Group where  money 
is provided directly to the borrower, participation in a loan 
from another lender and purchased loans that are not quot-
ed in an active market and for which no intention of im-
mediate or short-term resale exists. Originated and pur-
chased loans that are intended to be sold in the short term 
are generally recorded as Trading portfolio assets. Certain 
purchased non-performing loans are recognized as financial 
investments available-for-sale. In addition, in fourth quarter 
2008, UBS has reclassified certain debt financial assets from 
the category “held-for-trading” to “loans and receivables”, 
mainly due to illiquid markets for these instruments (refer to 
Note 1b and Note 29). At 31 December 2008, a significant 
portion of auction rate securities, including those acquired 
by UBS from clients was classified as “loans and receviables”. 
Refer to Note 9. 

Loans are recognized when cash is advanced to borrow-
ers. They are initially recorded at fair value, which is the cash 
given to originate or purchase the loan, plus any transaction 
costs, and are subsequently measured at amortized cost 
 using the effective interest rate method.

Interest on loans is included in Interest earned on loans and 
advances and is recognized on an accrual basis. Fees and di-
rect costs relating to loan origination, refinancing or restruc-
turing and to loan commitments are deferred and amortized 
to Interest earned on loans and advances over the life of the 
loan using the straight-line method which approximates the 
effective interest rate method. Fees received for commitments 
that are not expected to result in a loan are included in Credit-
related fees and commissions over the commitment period. 
Loan syndication fees where UBS does not retain a portion of 
the syndicated loan are credited to commission income.

Commitments
Letters of credit, guarantees and similar instruments commit 
UBS to make payments on behalf of third parties under spe-
cific circumstances. These instruments, as well as undrawn 
irrevocable credit facilities, carry credit risk and are included 
in the exposure to credit risk table, in the audited “Credit 
risk” section of Risk and treasury management, with their 
gross maximum exposure to credit risk.

10) Allowance and provision for credit losses
An allowance or provision for credit losses is established if 
there is objective evidence that the Group will be unable to 
collect all amounts due on a claim according to the original 
contractual terms or the equivalent value. A “claim” means 
a loan or receivable carried at amortized cost, or a commit-
ment such as a letter of credit, a guarantee, a commitment 
to extend credit or other credit products.
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An allowance for credit losses is reported as a reduction 
of the carrying value of a claim on the balance sheet. For an 
off-balance sheet item, such as a commitment, a provision 
for credit loss is reported in Other liabilities. Additions to al-
lowances and provisions for credit losses are made through 
Credit loss expense.

Allowances and provisions for credit losses are evaluated 
at a counterparty-specific level and collectively based on the 
following principles:

Counterparty-specific: A claim is considered impaired 
when management determines that it is probable that the 
Group will not be able to collect all amounts due according 
to the original contractual terms or the equivalent value.

Individual credit exposures are evaluated based on the 
borrower’s character, overall financial condition, resources 
and payment record; the prospects for support from any fi-
nancially responsible guarantors; and, where applicable, the 
realizable value of any collateral.

The estimated recoverable amount is the present value, 
using the loan’s original effective interest rate, of expected 
future cash flows, including amounts that may result from 
restructuring or the liquidation of collateral. Impairment is 
measured and allowances for credit losses are established for 
the difference between the carrying amount and the esti-
mated recoverable amount.

Upon impairment, the accrual of interest income based 
on the original terms of the claim is discontinued, but the 
increase of the present value of impaired claims due to the 
passage of time is reported as Interest income.

All impaired claims are generally reviewed and analyzed at 
least annually. Any subsequent changes to the amounts and 
timing of the expected future cash flows compared with the 
prior estimates result in a change in the allowance for credit 
losses and are charged or credited to Credit loss expense.

An allowance for impairment is reversed only when the 
credit quality has improved to such an extent that there is 
reasonable assurance of timely collection of principal and in-
terest in accordance with the original contractual terms of 
the claim or equivalent value.

A write-off is made when all or part of a claim is deemed 
uncollectible or forgiven. Write-offs are charged against pre-
viously established allowances for credit losses or directly to 
Credit loss expense and reduce the principal amount of a 
claim. Recoveries in part or in full of amounts previously writ-
ten off are credited to Credit loss expense.

A loan is classified as non-performing when the payment 
of interest, principal or fees is overdue by more than 90 days 
and there is no firm evidence that it will be made good by 
later payments or the liquidation of collateral, insolvency 
proceedings have commenced against the firm, or when ob-
ligations have been restructured on concessionary terms.

Collectively: All loans for which no impairment is identi-
fied on a counterparty-specific level are grouped into sub-
portfolios with similar credit risk characteristics to collectively 

assess whether impairment exists within a portfolio. Allow-
ances from collective assessment of impairment are recog-
nized as Credit loss expense and result in an offset to the 
aggregated loan position. As the allowance cannot be allo-
cated to individual loans, the loans are not considered to be 
impaired and interest is accrued on each loan according to 
its contractual terms.

11) Securitizations
UBS securitizes various financial assets, which generally results 
in the sale of these assets to special purpose entities, which in 
turn issue securities to investors. UBS’s involvement in securiti-
zation structures significantly declined in 2008. UBS applies 
the policies set out in part 3) in determining whether the re-
spective special purpose entity must be consolidated and 
those set out in part 4) in determining whether derecognition 
of transferred financial assets is appropriate. The following 
statements mainly apply to financial asset transfers which are 
considered true sales to non-consolidated entities.

Interests in the securitized financial assets may be retained 
in the form of senior or subordinated tranches, interest-only 
strips or other residual interests (“retained interests”). Re-
tained interests are primarily recorded in Trading portfolio 
assets and carried at fair value. Gains or losses on securitiza-
tion are recognized in Net trading income, which is gener-
ally when the derecognition criteria are satisfied. Typically, 
the Group seeks to exit its risk in retained interests shortly 
after close of the securitization. Synthetic securitization 
structures typically involve derivative financial instruments 
for which the principles set out in part 14) apply. Purchased 
asset-backed securities (ABS), including mortgage-backed 
securities (MBS), originated by third parties are recognized as 
financial assets held for trading, or in a minority of cases, as 
Financial investments available-for-sale. In 2008, certain il-
liquid ABS were reclassified to the category “loans and re-
ceivables” and several student loan auction rate securities, 
which are considered securitized instruments, are classified 
as loans and receivables after acquiring them from clients. 

UBS acted as structurer and placement agent in various 
MBS and other ABS securitizations. In such capacity, UBS 
purchased collateral on its own behalf or on behalf of cus-
tomers during the period prior to securitization. UBS typi-
cally sold the collateral into designated trusts at the close of 
the securitization and underwrites the offerings to inves-
tors. UBS earns fees for its placement and structuring ser-
vices. Consistent with the valuation of similar inventory, fair 
value of retained tranches is initially and subsequently de-
termined using market price quotations where available or 
internal pricing models that utilize variables such as yield 
curves, prepayment speeds, default rates, loss severity, in-
terest rate volatilities and spreads. The assumptions used for 
pricing are based on observable transactions in similar secu-
rities and are verified by external pricing sources, where 
available.



268

Financial information
Notes to the consolidated financial statements

12) Securities borrowing and lending
Securities borrowing and securities lending transactions are 
generally entered into on a collateralized basis. In such trans-
actions, UBS typically lends or borrows securities in exchange 
for securities or cash collateral. Additionally, UBS borrows 
securities from its clients’ custody accounts in exchange for 
a fee. The majority of securities lending and borrowing 
agreements involve shares, and the remainder typically in-
volve bonds and notes. The transactions are conducted un-
der standard agreements employed by financial market par-
ticipants and are undertaken with counterparties subject to 
UBS’s normal credit risk control processes. UBS monitors the 
market value of the securities received or delivered on a dai-
ly basis and requests or provides additional collateral or re-
turns or recalls surplus collateral in accordance with the un-
derlying agreements.

The securities which have been transferred, whether in a 
borrowing / lending transaction or as collateral, are not recog-
nized on or derecognized from the balance sheet unless the 
risks and rewards of ownership are also transferred. In such 
transactions where UBS transfers owned securities and where 
the borrower is granted the right to sell or repledge them, the 
securities are reclassified on the balance sheet from Trading 
portfolio assets to Trading portfolio assets pledged as collat-
eral. Cash collateral received is recognized with a correspond-
ing obligation to return it (Cash collateral on securities lent). 
Cash collateral delivered is derecognized with a correspond-
ing receivable reflecting UBS’s right to receive it back (Cash 
collateral on securities borrowed). Securities received in a 
lending or borrowing transaction are disclosed as off-balance 
sheet items if UBS has the right to resell or repledge them, 
with securities that UBS has actually resold or repledged also 
disclosed separately (see Note 24). Additionally, the sale of 
securities received in a borrowing or lending transaction trig-
gers the recognition of a trading liability (short sale).

Consideration exchanged in financing transactions (i. e. 
interest received or paid) is recognized on an accrual basis 
and recorded as Interest income or Interest expense.

13) Repurchase and reverse repurchase transactions
Securities purchased under agreements to resell (Reverse re-
purchase agreements) and securities sold under agreements 
to repurchase (Repurchase agreements) are generally treated 
as collateralized financing transactions. Nearly all repurchase 
and reverse repurchase agreements involve debt instru-
ments, such as bonds, notes or money market paper. The 
transactions are conducted under standard agreements em-
ployed by financial market participants and are undertaken 
with counterparties subject to UBS’s normal credit risk con-
trol processes. UBS monitors the market value of the securi-
ties received or delivered on a daily basis and requests or 
provides additional collateral or returns or recalls surplus col-
lateral in accordance with the underlying agreements.

In a reverse repurchase agreement, the cash delivered is 

derecognized and a corresponding receivable, including ac-
crued interest, is recorded in the balance sheet line Reverse 
repurchase agreements, recognizing UBS’s right to receive it 
back. In a Repurchase agreement, the cash received is recog-
nized and a corresponding obligation, including accrued 
 interest, is recorded in the balance sheet line Repurchase 
 agreements. Securities received under reverse repurchase 
agreements and securities delivered under repurchase agree-
ments are not recognized on or derecognized from the bal-
ance sheet, unless the risks and rewards of ownership are ob-
tained or relinquished. In repurchase agreements where UBS 
transfers owned securities and where the recipient is granted 
the right to resell or repledge them, the securities are reclassi-
fied in the balance sheet from Trading portfolio assets to Trad-
ing portfolio assets pledged as collateral. Securities received in 
a reverse repurchase agreement are disclosed as off-balance 
sheet items if UBS has the right to resell or repledge them, 
with securities that UBS has actually resold or repledged also 
disclosed separately (see Note 24). Additionally, the sale of 
securities received in reverse repurchase transactions triggers 
the recognition of a trading liability (short sale).

Interest earned on reverse repurchase agreements and 
 interest incurred on repurchase agreements is recognized 
as interest income or interest expense over the life of each 
agreement.

The Group offsets reverse repurchase agreements and re-
purchase agreements with the same counterparty, maturity, 
currency and Central Securities Depository (CSD) for transac-
tions covered by legally enforceable master netting agree-
ments when net or simultaneous settlement is intended.

14) Derivative instruments and hedge accounting
All derivative instruments are carried at fair value on the bal-
ance sheet and are reported as Positive replacement values 
or Negative replacement values. Where the Group enters 
into derivatives for trading purposes, realized and unrealized 
gains and losses are recognized in Net trading income.

Credit losses incurred on over-the-counter (OTC) deriva-
tives are also reported in Net trading income.

Hedge accounting
The Group also uses derivative instruments as part of its 
 asset and liability management activities to manage expo-
sures to interest rate, foreign currency and credit risks, in-
cluding exposures arising from forecast transactions. The 
Group applies either fair value or cash flow hedge account-
ing when transactions meet the specified criteria to obtain 
hedge accounting treatment.

At the time a financial instrument is designated as a 
hedge, the Group formally documents the relationship be-
tween the hedging instrument(s) and hedged item(s), includ-
ing the risk management objectives and strategy in under-
taking the hedge transaction, together with the methods 
that will be used to assess the effectiveness of the hedging 
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relationship. Accordingly, the Group assesses, both at the 
inception of the hedge and on an ongoing basis, whether 
the hedging derivatives have been “highly effective” in off-
setting changes in the fair value or cash flows of the hedged 
items. UBS regards a hedge as highly effective only if the fol-
lowing criteria are met: a) at inception of the hedge and 
throughout its life, the hedge is expected to be highly effec-
tive in achieving offsetting changes in fair value or cash flows 
attributable to the hedged risk, and b) actual results of the 
hedge are within a range of 80% to 125%. In the case of 
hedging a forecast transaction, the transaction must have a 
high probability of occurring and must present an exposure 
to variations in cash flows that could ultimately affect the 
reported net profit or loss. The Group discontinues hedge 
accounting when it determines that a derivative is not, or 
has ceased to be, highly effective as a hedge; when the de-
rivative expires or is sold, terminated or exercised; when the 
hedged item matures, is sold or repaid; or when a forecast 
transaction is no longer deemed highly probable.

Hedge ineffectiveness represents the amount by which 
the changes in the fair value of the hedging derivative differ 
from changes in the fair value of the hedged item or the 
amount by which changes in the present value of cash flows 
of the hedging derivative differ from changes (or expected 
changes) in the present value of cash flows of the hedged 
item. Such ineffectiveness is recorded in current period earn-
ings in Net trading income. 

Fair value hedges
For qualifying fair value hedges, the change in fair value of 
the hedging derivative is recognized in the income state-
ment. Those changes in fair value of the hedged item that 
are attributable to the risks hedged with the derivative in-
strument are reflected in an adjustment to the carrying value 
of the hedged item, which is also recognized in the income 
statement. The fair value change of the hedged item in a 
portfolio hedge of interest rate risks is reported separately 
from the hedged portfolio in Other assets or Other liabilities 
as appropriate. If the hedge relationship is terminated for 
reasons other than the derecognition of the hedged item, 
the difference between the carrying value of the hedged 
item at that point and the value at which it would have been 
carried had the hedge never existed (the “unamortized fair 
value adjustment”) is, in the case of interest-bearing instru-
ments, amortized to the income statement over the remain-
ing term of the original hedge, while for non-interest-bear-
ing instruments that amount is immediately recognized in 
earnings. If the hedged item is derecognized, e. g. due to 
sale or repayment, the unamortized fair value adjustment is 
recognized immediately in profit or loss.

Cash flow hedges
A fair value gain or loss associated with the effective portion 
of a derivative designated as a cash flow hedge is recognized 

initially in Equity. When the cash flows that the derivative is 
hedging materialize, resulting in income or expense, then 
the associated gain or loss on the hedging derivative is simul-
taneously transferred from Equity to the corresponding in-
come or expense line item.

If a cash flow hedge for a forecast transaction is deemed 
to be no longer effective, or if the hedge relationship is ter-
minated, the cumulative gain or loss on the hedging deriva-
tive previously reported in Equity remains there until the 
committed or forecast transaction occurs or is no longer 
expected to occur, at which point it is transferred to profit 
or loss.

Economic hedges which do not qualify for hedge accounting
Derivative instruments which are transacted as economic 
hedges but do not qualify for hedge accounting are treated 
in the same way as derivative instruments used for trading 
purposes, i. e. realized and unrealized gains and losses are 
recognized in Net trading income except that, in certain 
cases, the forward points on short duration foreign ex-
change contracts are reported in Net interest income. Ad-
ditionally, the Group has entered into economic hedges of 
credit risk within the loan portfolio using credit default 
swaps to which it cannot apply hedge accounting. In the 
event that the Group recognizes an impairment on a loan 
that is economically hedged in this way, the impairment is 
recognized in Credit loss expense, whereas any gain on the 
credit default swap is recorded in Net trading income. See 
Note 23 for additional information. Where UBS designates 
an economically hedged item at fair value through profit or 
loss, all fair value changes, including impairments, on both 
the hedged item and the hedging instrument are reflected 
in Net trading income (refer to part 7)). Credit losses in-
curred on over-the-counter (OTC) derivatives are reported 
in Net trading income.

Embedded derivatives
A derivative may be embedded in a “host contract”. Such 
combinations are known as hybrid instruments and arise 
predominantly from the issuance of certain structured debt 
instruments. If the host contract is not carried at fair value 
with changes in fair value reported in the income statement, 
the embedded derivative is generally required to be sepa-
rated from the host contract and accounted for as a stand-
alone derivative instrument at fair value through profit or 
loss if the economic characteristics and risks of the embed-
ded derivative are not closely related to the economic char-
acteristics and risks of the host contract, and is the embed-
ded derivative actually meets the definition of a derivative. 
Bifurcated embedded derivatives are presented on the same 
balance sheet line as the host contract, and are shown in 
Note 29 in the “Held for trading” category, reflecting the 
measurement and recognition principles applied.

Typically, UBS applies the fair value option to hybrid in-
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struments (see part 7)), in which case bifurcation of an em-
bedded derivative component is not required.

15) Cash and cash equivalents
Cash and cash equivalents consist of Cash and balances with 
central banks, balances included in Due from banks with 
original maturity of less than three months, and Money mar-
ket paper included in Trading portfolio assets and Financial 
investments available-for-sale.

16) Physical commodities
Physical commodities (precious metals, base metals, energy 
and other commodities) held by UBS as a result of its broker-
trader activities are accounted for at fair value less costs to sell 
and recognized within the Trading portfolio. Changes in fair 
value less costs to sell are recorded in Net trading  income.

17) Property and equipment
Property and equipment includes own-used properties, in-
vestment properties, leasehold improvements, IT, software 
and communication, plant and manufacturing equipment, 
and other machines and equipment.

With the exception of investment properties, Property 
and equipment is carried at cost, less accumulated deprecia-
tion and accumulated impairment losses, and is periodically 
reviewed for impairment. The useful life of property and 
equipment is estimated on the basis of the economic utiliza-
tion of the asset.

Classification for own-used property
Own-used property is defined as property held by the Group 
for use in the supply of services or for administrative pur-
poses, whereas investment property is defined as property 
held to earn rental income and / or for capital appreciation. If 
a property of the Group includes a portion that is own-used 
and another portion that is held to earn rental income or for 
capital appreciation, the classification is based on whether or 
not these portions can be sold separately. If the portions of 
the property can be sold separately, they are separately ac-
counted for as own-used property and investment property. 
If the portions cannot be sold separately, the whole property 
is classified as own-used property unless the portion used by 
the Group is minor. The classification of property is reviewed 
on a regular basis to account for major changes in its usage.

Leasehold improvements
Leasehold improvements are investments made to custom-
ize buildings and offices occupied under operating lease 
contracts to make them suitable for the intended purpose. 
The present value of estimated reinstatement costs to bring 
a leased property into its original condition at the end of the 
lease, if required, is capitalized as part of the total leasehold 
improvements costs. At the same time, a corresponding lia-
bility is recognized to reflect the obligation incurred. Rein-

statement costs are recognized in profit and loss through 
depreciation of the capitalized leasehold improvements over 
their estimated useful life.

Software
Software development costs are capitalized when they meet 
certain criteria relating to identifiability, it is probable that 
future economic benefits will flow to the enterprise, and the 
cost can be measured reliably. Internally developed software 
meeting these criteria and purchased software are classified 
within IT, software and communication.

Property and equipment is depreciated on a straight-line 
basis over its estimated useful life as follows:

Properties, excluding land Not exceeding 50 years

Leasehold improvements Residual lease term,
 but not exceeding 10 years 

Other machines and equipment Not exceeding 10 years

IT, software and communication Not exceeding 5 years

Property held for sale
Non-current property formerly own-used or leased to third 
parties under an operating lease and equipment the Group 
has decided to sell and for which the sale within 12 months 
is highly probable are classified as non-current assets held for 
sale and recorded in Other assets. Upon classification as held 
for sale, they are no longer depreciated and are carried at 
the lower of book value or net realizable value. Foreclosed 
properties and other properties classified as current assets 
are included in Properties held for sale and recorded in Other 
assets. They are carried at the lower of book value and net 
realizable value.

Investment property
Investment property is carried at fair value with changes in fair 
value recognized in the income statement in the period of 
change. UBS employs internal real estate experts to determine 
the fair value of investment property by applying recognized 
valuation techniques. In cases where prices of recent market 
transactions of comparable properties are available, fair value 
is determined by reference to these transactions.

18) Goodwill and intangible assets
Goodwill represents the excess of the cost of an acquisition 
over the fair value of the Group’s share of net identifiable 
assets of the acquired entity at the date of acquisition. 
Goodwill is not amortized; it is tested yearly for impairment, 
and, additionally, when a reasonable indication of impair-
ment exists. The impairment test is conducted at the seg-
ment level as reported in Note 2a. The segment has been 
determined as the cash-generating unit for impairment 
testing purposes as this is the level at which the perfor-
mance of investments is reviewed and assessed by manage-
ment. Refer to Note 16 for details.



Fi
n

an
ci

al
 in

fo
rm

at
io

n

271

Intangible assets comprise separately identifiable intangi-
ble items arising from business combinations and certain pur-
chased trademarks and similar items. Intangible assets are 
recognized at cost. The cost of an intangible asset acquired in 
a business combination is its fair value at the date of acquisi-
tion. Intangible assets with a definite useful life are amortized 
using the straight-line method over their estimated useful 
economic life, generally not exceeding 20 years. Intangible 
assets with an indefinite useful life are not amortized. Gener-
ally all identified intangible assets of UBS have a definite use-
ful life. At each balance sheet date, intangible assets are re-
viewed for indications of impairment or changes in estimated 
future benefits. If such indications exist, the intangible assets 
are analyzed to assess whether their carrying amount is fully 
recoverable. An impairment loss is recognized if the carrying 
amount exceeds the recoverable amount.

Intangible assets are classified into two categories: a) in-
frastructure, and b) customer relationships, contractual rights 
and other. Infrastructure consists of an intangible asset rec-
ognized in connection with the acquisition of PaineWebber 
Group, Inc. Customer relationships, contractual rights and 
other includes mainly intangible assets for client relation-
ships, non-compete agreements, favorable contracts, propri-
etary software, trademarks and trade names acquired in busi-
ness combinations.

19) Income taxes
Income tax payable on profits is recognized as an expense 
based on the applicable tax laws in each jurisdiction in the 
period in which profits arise. The tax effects of income tax 
losses available for carry forward are recognized as a de-
ferred tax asset if it is probable that future taxable profit will 
be available against which those losses can be utilized.

Deferred tax liabilities are recognized for temporary dif-
ferences between the carrying amounts of assets and liabi-
lities in the balance sheet and their amounts as measured for 
tax purposes, which will result in taxable amounts in future 
periods. Deferred tax assets are recognized for temporary 
differences that will result in deductible amounts in future 
periods, but only to the extent it is probable that sufficient 
taxable profits will be available against which these differ-
ences can be utilized.

Deferred tax assets and liabilities are measured at the tax 
rates that are expected to apply in the period in which the 
asset will be realized or the liability will be settled based on 
enacted rates.

Tax assets and liabilities of the same type (current or de-
ferred) are offset when they arise from the same tax report-
ing group, they relate to the same tax authority, the legal 
right to offset exists, and they are intended to be settled net 
or realized simultaneously.

Current and deferred taxes are recognized as income tax 
benefit or expense except for current and deferred taxes 
 recognized (i) upon the acquisition of a subsidiary, (ii) for un-

realized gains or losses on financial investments available-
for-sale, for changes in fair value of derivative instruments 
designated as cash flow hedges, and for certain foreign cur-
rency translations of foreign operations, (iii) for certain tax 
benefits on deferred compensation awards, and (iv) for gains 
and losses on the sale of treasury shares. Deferred taxes rec-
ognized in a business combination (item (i)) are considered 
when determining goodwill. Items (ii), (iii) and (iv) are re-
corded in Net income recognized directly in equity.

20) Debt issued
Short-term debt
Short-term money market paper issued is initially measured 
at fair value, which is the consideration received, net of 
transaction costs incurred. Subsequent measurement is at 
amortized cost, using the effective interest rate method to 
amortize cost at inception to the redemption value over the 
life of the debt. 

Long-term senior and subordinated debt  
without embedded derivative
Issued debt instruments without embedded derivatives are 
accounted for at amortized cost. However, it is the Group’s 
policy to apply fair value hedge accounting to its fixed-rate 
debt instruments when the interest rate risk is managed on 
a mark-to-market basis. When fair value hedge accounting is 
applied to fixed-rate debt instruments, the carrying values of 
debt issues are adjusted for changes in fair value related to 
the hedged exposure rather than carried at amortized cost 
– refer to part 14) for further discussion.

Long-term debt with embedded derivative  
(related to UBS AG shares)
Debt instruments with embedded derivatives that are related 
to UBS AG shares (e. g. mandatory convertible notes) are 
separated into a liability and an equity component at issue 
date if they require physical settlement. When the hybrid 
debt instrument is issued, a portion of the net proceeds is 
allocated to the debt component based on its fair value. The 
determination of fair value is generally based on quoted 
market prices for UBS debt instruments with comparable 
terms. The debt component is subsequently measured at 
amortized cost or at fair value through profit or loss, if the 
fair value option is applied. The remaining amount of the net 
proceeds is allocated to the equity component and reported 
in Share premium. Subsequent changes in fair value of the 
separated equity component are not recognized. However, if 
the hybrid debt instrument or the embedded derivative re-
lated to UBS AG shares is to be cash settled or if it contains 
a settlement alternative, then the separated derivative is 
 accounted for as a freestanding derivative, with changes in 
fair value recorded in Net trading income unless the entire 
hybrid debt instrument is designated at fair value through 
profit or loss (“Fair Value Option”) – refer to part 7).
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Other long-term debt with embedded derivative (not 
related to UBS AG shares)
Debt instruments with embedded derivatives that are related 
to non-UBS AG equity instruments, foreign exchange, credit 
instruments or indices are considered structured debt instru-
ments. UBS has designated most of its structured debt in-
struments at fair value through profit or loss (“Fair Value 
Option”) – see part 7). If such instruments have not been 
designated at fair value through profit or loss, the embed-
ded derivative is separated from the host contract and ac-
counted for as a standalone derivative if the criteria for sepa-
ration are met. The host contract is subsequently measured 
at amortized cost. The fair value option is not applied to cer-
tain hybrid instruments which contain bifurcatable embed-
ded derivatives with references to foreign exchange rates 
and precious metal prices and which are not hedged by de-
rivative instruments. Those hybrids are still subject to bifurca-
tion of the embedded derivative.

Bonds issued by UBS held as a result of market making 
activities or deliberate purchases in the market are treated as 
redemption of debt. A gain or loss on redemption is recorded 
depending on whether the repurchase price of the bond is 
lower or higher than its carrying value. A subsequent sale of 
own bonds in the market is treated as a reissuance of debt.

Interest expense on debt instruments is included in Inter-
est on debt issued.

21) Post-employment benefits
UBS sponsors a number of post-employment benefit plans 
for its employees worldwide which include both defined 
benefit and defined contribution plans and other retirement 
benefits such as post-employment medical benefits. Contri-
butions to defined contribution plans are expensed when 
employees have rendered services in exchange for such con-
tributions, generally in the year of contribution.

UBS uses the projected unit credit method to determine 
the present value of its defined benefit obligations and the 
related current service cost and, where applicable, past ser-
vice cost.

The principal actuarial assumptions used are set out in 
Note 30.

UBS recognizes a portion of its actuarial gains and losses as 
income or expense if the net cumulative unrecognized actu-
arial gains and losses at the end of the previous reporting 
period are outside the corridor defined as the greater of:

a)  10% of present value of the defined benefit obligation at that date 
(before deducting the fair value of plan assets); and

b) 10% of the fair value of any plan assets at that date.

The unrecognized actuarial gains and losses exceeding 
the greater of these two values are recognized in the income 
statement over the expected average remaining working 
lives of the employees participating in the plans.

If the defined benefit liability is negative (i. e. a defined 
benefit asset) measurement of the asset is limited to the low-
er of the defined benefit asset and the total of cumulative 
unrecognized net actuarial losses plus unrecognized past ser-
vice cost plus the present value of economic benefits available 
in the form of refunds of the plan or reductions in future con-
tributions to the plan. However, no gain is recognized solely 
as a result of an actuarial loss or past service cost in the cur-
rent period, and no loss is recognized solely as a result of an 
actuarial gain in the current period. Refer also to Note 1b.

UBS recognizes curtailments on its defined benefit plans 
when the reductions in expected future service and in the de-
fined benefit obligation are 10% or more. Reductions in ex-
pected future service and in the defined benefit obligation of 
between 5% and 10% are recognized if deemed material, 
and reductions of less than 5% are generally not recognized.

22) Equity participation and other compensation plans
Equity participation plans
UBS provides various equity participation plans to employees 
in the form of share plans and share option plans. UBS rec-
ognizes the fair value of share and share option awards, de-
termined at the date of grant, as compensation expense 
over the period that the employee is required to provide 
 active services in order to earn the award. Plans containing 
voluntary termination non-compete provisions (i. e. good 
leaver clause) and no vesting conditions are considered 
 vested in substance at the grant date because no future ser-
vice is required. The related compensation expense is recog-
nized during the performance year, which is generally the 
period prior to the grant date. The awards remain forfeitable 
until the legal vesting date if certain conditions are not met. 
Forfeiture of awards after the grant date does not result in a 
reversal of compensation expense as the related services 
have been received. Plans containing vesting conditions typ-
ically have a three-year tiered vesting structure which means 
awards vest in one-third increments over that period. Such 
awards may contain provisions that shorten the required ser-
vice period due to retirement eligibility. In such instances, 
UBS recognizes compensation expense over the shorter of 
the legal vesting period and the period from grant to the 
retirement eligibility date of the employee. Forfeiture of 
these awards results in a reversal of compensation expense.

The fair value of share awards is equal to the average UBS 
share price at the date of grant adjusted for an employee’s 
non-entitlement to dividends during the vesting period (if 
applicable) and, any post-vesting sale and hedge restrictions 
and non-vesting conditions. The fair value of share option 
awards is determined by means of a Monte Carlo simulation 
which takes into account the specific terms and conditions 
under which the share options are granted. 

Equity settled awards are classified as equity instruments 
and are not remeasured subsequent to the grant date, unless 
an award is modified such that its fair value immediately after 
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modification exceeds its fair value immediately prior to modi-
fication. Any increase in fair value resulting from a modifica-
tion is recognized as compensation expense, either over the 
remaining service period or immediately for vested awards.

Cash settled awards are classified as liabilities and re-
measured to fair value at each balance sheet date as long as 
they are outstanding. Decreases in fair value reduce compen-
sation expense, and no compensation expense, on a cumu-
lative basis, is recognized for awards that expire worthless or 
remain unexercised.

Refer to Note 1b for the adoption of IFRS 2 Share-based 
Payment: Vesting Conditions and Cancellations on 1 January 
2008.

Other compensation plans
UBS sponsors other deferred compensation plans which can 
be in the form of fixed or variable deferred cash compensa-
tion. Expense is recognized over the service period, which is 
the period the employee is obligated to work in order to be-
come entitled to the compensation. 

Fixed deferred cash compensation is generally awarded in 
the form of sign-on bonuses and employee forgiveable 
loans. The grant date fair value is fixed at the grant date. 

Variable deferred cash compensation is generally award-
ed in the form of Alternative Investment Vehicles (AIV’s). The 
grant date fair value is based on the fair value of the under-
lying assets (i. e. money market funds, UBS and non-UBS 
 mutual funds and other UBS sponsored funds) on grant date 
and is subsequently marked-to-market at each reporting 
date until the award is distributed. Forfeiture of these awards 
results in the reversal of expense. 

23) Amounts due under unit-linked investment contracts
UBS Global Asset Management’s financial liabilities from unit-
linked contracts are presented as Other Liabilities (refer to 
Note 20) on the balance sheet. These contracts allow investors 
to invest in a pool of assets through investment units issued by 
a UBS subsidiary. The unit holders receive all rewards and bear 
all risks associated with the reference asset pool. The financial 
liability represents the amount due to unit holders and is equal 
to the fair value of the reference asset pool.

24) Provisions
Provisions are recognized when UBS has a present obligation 
(legal or constructive) as a result of a past event, and it is 
probable that an outflow of resources embodying economic 
benefits will be required to settle the obligation and a reli-
able estimate can be made of the amount of the obligation. 
Provisions are reflected under Other liabilities on the balance 
sheet. Refer to Note 21.

The majority of UBS’s provisions relate to operational risks, 
including litigation. When a provision is recognized, its amount 
needs to be estimated as the exact amount of the obligation is 
generally unknown. The estimate is based on all available in-

formation and reflects the amount that has the highest prob-
ability of being paid. UBS revises existing provisions up or down 
as soon as it is able to quantify the amounts more accurately.

25) Equity, treasury shares and contracts on UBS shares
UBS AG shares held
UBS AG shares held by the Group are classified in Equity as Trea-
sury shares and accounted for at weighted average cost. The 
difference between the proceeds from sales of Treasury shares 
and their cost (net of tax, if any) is reported as Share premium.

Contracts with gross physical settlement
Contracts that require gross physical settlement in UBS AG 
shares are classified in Equity as Share premium (provided a 
fixed amount of shares are exchanged against a fixed amount 
of cash) and accounted for at cost. Upon settlement of such 
contracts, the difference between the proceeds received and 
their cost (net of tax, if any) are reported as Share premium.

Contracts with net cash settlement or settlement option for 
counterparty
Contracts on UBS AG shares that require net cash settlement 
or provide the counterparty with a choice of settlement are 
generally classified as trading instruments, with changes in 
fair value reported in the income statement.

Physically settled written put options and forward share 
purchase contracts
Physically settled written put options and forward share pur-
chase contracts, including contracts where physical settlement 
is a settlement alternative, result in the recognition of a finan-
cial liability. At inception of the contract, the present value of 
the obligation to purchase own shares in exchange for cash is 
transferred out of Equity and recognized as a liability. The liabil-
ity is subsequently accreted, using the effective interest rate 
method, over the life of the contract to the nominal purchase 
obligation by recognizing interest expense. Upon settlement of 
the contract, the liability is derecognized, and the amount of 
equity originally recognized as a liability is reclassified within 
Equity to Treasury shares. The premium received for writing 
put options is recognized directly in Share premium.

Minority interests
Net profit and Equity are presented including minority inter-
ests. Net profit is split into Net profit attributable to UBS 
shareholders and Net profit attributable to minority interests. 
Equity is split into Equity attributable to UBS shareholders 
and Equity attributable to minority interests.

Trust preferred securities issued
UBS has issued trust preferred securities through consolidat-
ed preferred funding trusts which hold debt issued by UBS. 
UBS AG has fully and unconditionally guaranteed all of these 
securities. UBS’s obligations under these guarantees are sub-
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ordinated to the prior payment in full of the deposit liabilities 
of UBS and all other liabilities of UBS. The trust preferred se-
curities represent equity instruments which are held by third 
parties and treated as minority interests in UBS’s consolidated 
financial statements with dividends paid also reported in 
 Equity attributable to minority interests. UBS bonds held by 
preferred funding trusts are eliminated in consolidation.

26) Discontinued operations and non-current  
assets held for sale
UBS classifies individual non-current non-financial assets and 
disposal groups as held for sale if such assets or disposal 
groups are available for immediate sale in their present con-
dition subject to terms that are usual and customary for sales 
of such assets or disposal groups, management is committed 
to a plan to sell such assets and is actively looking for a buy-
er, the assets are being actively marketed at a reasonable 
sales price in relation to their fair value, the sale is expected 
to be completed within one year, and their sale is considered 
highly probable. These assets (and liabilities in the case of 
disposal groups) are measured at the lower of their carrying 
amount and fair value less costs to sell and presented in Oth-
er assets and Other liabilities (see Notes 17 and 20). Netting 
of assets and liabilities is not permitted.

UBS presents discontinued operations in a separate line in 
the income statement if an entity or a component of an entity 
has been disposed of or is classified as held for sale and a) rep-
resents a separate major line of business or geograph-ical area 
of operations, b) is part of a single co-ordinated plan to dis-
pose of a separate major line of business or geographical area 
of operations, or c) is a subsidiary acquired exclusively with a 
view to resale (e. g., certain private equity investments). Net 
profit from discontinued operations includes the net total of 
operating profit and loss before tax from operations including 
net gain or loss on sale before tax or measurement to fair value 
less costs to sell and discontinued operations tax expense. A 
component of an entity comprises operations and cash flows 
that can be clearly distinguished, operationally and for finan-
cial reporting purposes, from the rest of UBS’s operations and 
cash flows. If an entity or a component of an entity is classified 
as a discontinued operation, UBS restates prior periods in the 
income statement – see part 3). Refer to Note 37 for details.

27) Leasing
UBS enters into lease contracts, predominantly of premises 
and equipment, as a lessor as well as a lessee. The terms 
and conditions of these contracts are assessed and the leas-
es are classified as operating leases or finance leases ac-
cording to their economic substance. When making such 
an assessment, the Group focuses on the following aspects: 
a) transfer of ownership of the asset to the lessee at the 
end of the lease term; b) existence of a bargain purchase 
option held by the lessee; c) whether the lease term is for 
the major part of the economic life of the asset; d) whether 

the present value of the minimum lease payments is sub-
stantially equal to the fair value of the leased asset at incep-
tion of the lease term; and e) whether the asset is of a 
specialized nature that only the lessee can use without 
 major modifications being made. If one or more of the con-
ditions are met, the lease is generally classified as a finance 
lease, while the non-existence of such conditions normally 
leads to a classification as an operating lease. 

Lease contracts classified as operating leases where UBS is 
the lessee are disclosed in Note 25. These contracts include 
non-cancellable long-term leases of office buildings in most 
UBS locations. Lease contracts classified as operating leases 
where UBS is the lessor, and finance lease contracts where 
UBS is the lessor or the lessee, are not material. Contractual 
arrangements which are not considered leases in their entirety 
but which include lease elements are not material to UBS. 

UBS recognizes a provision for a lease contract of office 
space, if the unavoidable costs of a contract exceed the bene-
fits to be received under it, which requires that a lease contract 
is considered onerous it its entirety. A provision for onerous 
lease contracts often includes significant vacant rental space.

28) Fee income
UBS earns fee income from a diverse range of services it  provides 
to its customers. Fee income can be divided into two broad cat-
egories: income earned from services that are provided over a 
certain period of time, for which customers are generally billed 
on an annual or semi-annual basis, and income earned from 
providing transaction-type services. Fees earned from services 
that are provided over a certain period of time are recognized 
ratably over the service period. Fees earned from providing 
transaction-type services are  recognized when the service has 
been completed. Performance-linked fees or fee components 
are recognized when the recognition criteria are fulfilled. Loan 
commitment fees on lending arrangements where the initial ex-
pectation is that the loan will be drawn down at some point, are 
deferred until the loan is drawn down, and then recognized as 
an adjustment to the effective yield over the life of the loan.

The following fee income is predominantly earned from 
services that are provided over a period of time: investment 
fund fees, fiduciary fees, custodian fees, portfolio and other 
management and advisory fees, insurance-related fees, credit-
related fees and commissions received up-front. Fees predom-
inantly earned from providing transaction-type services include 
underwriting fees, corporate finance fees and brokerage fees.

29) Foreign currency translation
Foreign currency transactions are initially recorded at the 
spot exchange rate on the date of the transaction. At the 
balance sheet date, all monetary assets and liabilities and 
non-monetary assets and liabilities measured at fair value 
through profit or loss are translated using the closing ex-
change rate. Non-monetary assets and liabilities not mea-
sured at fair value through profit or loss are translated using 
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the historical exchange rate. Realized foreign exchange dif-
ferences resulting from the sale of assets or settlement of li-
abilities are recognized in Net trading income.

Unrealized exchange rate differences on monetary assets 
and liabilities are recorded in Net trading income. Unrealized 
exchange rate differences on non-monetary financial assets 
held for trading and non-monetary financial assets designated 
at fair value through profit or loss are recognized in Net trad-
ing income. Unrealized exchange rate differences on non-
monetary financial investments available-for-sale are recorded 
directly in Equity until the asset is sold or becomes impaired.

Upon consolidation, assets and liabilities of foreign enti-
ties are translated at the closing exchange rate at the  balance 
sheet date, and income and expense items are translated at 
the weighted average rate for the period. Differences result-
ing from the use of closing and weighted average exchange 
rates and from revaluing a foreign entity’s net asset balance 
at the closing rate are recognized directly in Foreign currency 
translation within Equity.

30) Earnings per share (EPS) 
Basic earnings per share are calculated by dividing the net 
profit or loss for the period attributable to ordinary share-
holders by the weighted average number of ordinary shares 
outstanding during the period.

Diluted earnings per share are calculated using the same 
method as for basic EPS and adjusting the net profit or loss for 
the period attributable to ordinary shareholders and the weight-
ed average number of ordinary shares outstanding to reflect 
the potential dilution that could occur if options, warrants, con-
vertible debt securities or other contracts to issue ordinary 
shares were converted or exercised into ordinary shares.

31) Segment reporting
In 2008, UBS’s businesses were organized on a worldwide basis 
into three business divisions and the Cor porate Center. Each 
business division is comprised of individual business units. 
Global Wealth Management & Business Banking consists of 
three business segments: Wealth Management International & 
Switzerland, Wealth Management US and Business Banking 
Switzerland. The business  divisions Investment Bank and Global 
Asset Management constitute one segment each. In total, UBS 
has reported five business segments. Corporate Center includes 
all corporate functions and elimination items, and is not consid-
ered a business segment under IFRS. The presentation of the 
business segments reflects UBS’s organizational structure and 
management responsibilities. In February 2009, UBS announced 
that, going forward, it will divide its business division Global 
Wealth Management & Business Banking into two new busi-
ness divisions: Wealth Management & Swiss Bank, comprising 
all non-Americas wealth management businesses as well as the 
Swiss private and corporate client business; and the business 
division Wealth Management Americas. 

UBS’s management reporting systems and policies deter-

mine the revenues and expenses directly attributable to each 
business unit. Internal charges and transfer pricing  adjustments 
are reflected in the performance of each business unit.

Inter-business unit revenues and expenses: Revenue-shar-
ing agreements are used to allocate external customer reve-
nues to business units on a reasonable basis. Inter-business 
unit charges are predominantly reported in the line “Services 
(to) / from other business units” for both business units con-
cerned. Transactions between business units are conducted 
at internally agreed transfer prices or at arm’s length. Corpo-
rate Center expenses are allocated to the operating business 
units to the extent appropriate.

Net interest income is allocated to the business units 
based on their balance sheet positions. Assets and liabili-
ties of the business divisions are funded through and  invested 
with the central treasury departments, with the net margin 
reflected in the results of each business unit. To complete 
the allocation, Corporate Center transfers interest income 
earned from managing UBS’s consolidated equity back to 
the segments based on the average equity attributed, a con-
cept which was introduced in 2008. Prior to 2008, Corpo-
rate Center transferred interest income earned from manag-
ing UBS’s consolidated equity back to the  segments based 
primarily on regulatory capital requirements. For detailed 
 discussion on the  equity attribution framework, refer to the 
“Capital management” section of the annual report.

Commissions are credited to the business unit with the 
corresponding customer relationship, with revenue-sharing 
agreements for the allocation of customer revenues where 
several business units are involved in value creation.

Segment assets and Segment liabilities: Both segment as-
sets and segment liabilities are reported in the management 
reporting system and shown before the elimination of inter-
company balances. Due to the central treasury approach, 
equity must be allocated to the segments. The allocation ba-
sis is average equity attributed, a concept which was intro-
duced in 2008 (for a detailed discussion on the equity attri-
bution framework, refer to the section “Capital management” 
of this report). Total segment assets and total segment liabil-
ities are derived by taking into account any remaining fund-
ing surplus or requirements in each business division. Prior to 
2008, the equity was allocated to the segments based pri-
marily on regulatory capital requirements. Refer to Note 2a.

32) Netting
UBS nets assets and liabilities in its balance sheet if it has a le-
gally enforceable right to set off the recognized amounts and 
intends either to settle on a net basis, or to realize the asset 
and settle the liability simultaneously. UBS nets the positive and 
negative replacement values of OTC interest rate swaps trans-
acted with London Clearing House. The positions are netted 
by currency and across maturities. Furthermore, amounts in-
cluded in Loans and Due to customers  related to the Prime 
Brokerage Business have been netted, where possible.
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b) Changes in accounting policies, comparability and other adjustments

Effective in 2008

Restatements made to the financial statements 2008
These financial statements 2008 replace the financial state-
ments 2008 included in the Annual Report 2008 issued and 
filed with the US SEC on Form 20-F on 11 March 2009.

UBS has restated its 2008 financial statements to correct 
identified accounting errors related to the 2008 financial 
statements, predominately to the fourth quarter 2008 finan-
cial statements. These errors are not material to the annual 
or quarterly 2008 financial statements, but related correc-
tions would have been material to first quarter 2009 finan-
cial statements. The restatement comprises three items in 
excess of CHF 100 million as follows:
– The fair value of auction rate securities purchase commit-

ments at 31 December 2008, which are recognized as 
negative replacement values on UBS’s balance sheet, was 
increased by CHF 112 million, resulting in a correspond-
ing charge to net trading income.

– For certain assets reclassified from “held-for-trading” to 
“loans and receivables” in fourth quarter 2008, recogni-
tion of interest income based on the effective interest rate 
method was reduced by CHF 180 million. Other assets 
were reduced accordingly as of 31 December 2008.

– The partial disposals of an investment in a consolidated 
investment fund in 2008 gave rise to the realization of 
the related foreign currency translation loss deferred in 
shareholders’ equity. This adjustment reduced other in-
come for the year 2008 by CHF 192 million but did not 
have a net impact on UBS’s equity. 
In addition to the abovementioned items, a number of 

misstatements individually below CHF 65 million were ad-
justed. The aggregate net effect of these items was an in-
crease of net profit attributable to shareholders of CHF 79 
million. The total net  impact of all restated items on the 
2008 results was a reduction of net profit and net profit at-
tributable to UBS shareholders of CHF 405 million, a reduc-
tion of equity and equity attributable to UBS shareholders of 
CHF 269 million, and a reduction of basic and diluted earn-
ings per share by CHF 0.15 and CHF 0.14 respectively. There 
was no effect on income tax expense. Periods prior to 2008 
were not affected by the restatement. 2008 quarterly net 
profits attributable to UBS shareholders were reduced by the 
following amounts: CHF 82 million in first quarter, CHF 37 
million in second quarter, CHF 13 million in third quarter, 
and CHF 273 million in fourth quarter.

In addition, guarantees and other collateral held for loans 
to banks and customers at 31 December 2008 disclosed in 
Note 9a were reduced by CHF 11,511 million to CHF 113,032 
million with a corresponding increase of unsecured loans to 
CHF 98,003 million. In note 19, senior long-term debt at 31 
December 2008 was increased by CHF 3,199 million to CHF 

67,298 million, whereas subordinated long-term debt was 
reduced by this amount to CHF 12,769 million. In the “Risk 
management and control” section, chapter on credit risk, 
past due but not impaired loans at 31 December 2008 were 
reduced by CHF 1,827 million to CHF 1,761 million. These 
adjustments did not impact UBS’s income statement, bal-
ance sheet or earnings per share.

IFRS 2 Share-based Payment: Vesting Conditions and 
Cancellations
On 1 January 2008, UBS adopted an amendment to IFRS 2 
Share-based Payment: Vesting Conditions and Cancellations 
and fully restated the two comparative prior years. The 
amended standard clarifies the definition of vesting condi-
tions and the accounting treatment of cancellations. Under 
the amended standard, UBS is required to distinguish be-
tween vesting conditions (such as service and performance 
conditions) and non-vesting conditions.

The amended standard no longer considers vesting con-
ditions to include certain non-compete provisions.

The impact of this change is that UBS compensation 
awards are expensed over the period that the employee is 
required to provide active services in order to earn the award. 
Post-vesting sale and hedge restrictions and non-vesting con-
ditions are considered when determining grant date fair val-
ue. The effect of the restatement on the opening balance 
sheet at 1 January 2006 was as follows: reduction of retained 
earnings by approximately CHF 2.3 billion, increase of share 
premium by approximately CHF 2.3 billion, increase of liabili-
ties (including deferred tax liabilities) by approximately CHF 
0.5 billion, and increase of deferred tax assets by approxi-
mately CHF 0.5 billion. Net profit attributable to UBS share-
holders declined by CHF 863 million in 2007 and by CHF 730 
million in 2006. Additional compensation expenses of CHF 
797 million and CHF 516 million was recognized in 2007 and 
2006, respectively. These additional compensation expenses 
include awards granted in 2008 for the performance year 
2007. The impact of the restatement on total equity as of 31 
December 2007 was a decrease of CHF 366 million. Retained 
earnings at 31 December 2007 decreased by approximately 
CHF 3.9 billion, share premium increased by approximately 
CHF 3.5 billion, liabilities (including deferred tax liabilities) in-
creased by approximately CHF 0.6 billion and deferred tax 
assets increased by approximately CHF 0.2 billion. The re-
statement decreased basic and diluted earnings per share for 
the year ended 31 December 2007 by CHF 0.40 each and for 
the year ended 31 December 2006 by CHF 0.33 and CHF 
0.31, respectively. In order to provide comparative informa-
tion, these amounts also reflect the retrospective adjustments 
to shares outstanding in 2007 due to the capital increase and 
the share dividend paid in 2008. 

The additional compensation expense is attributable to the 
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acceleration of expenses related to share-based awards as 
well as for certain alternative investment vehicle awards and 
deferred cash compensation awards which contain non-com-
pete provisions and sale and hedge restrictions that no longer 
qualify as vesting conditions under the amended standard.

Reclassifications of financial instruments
The International Accounting Standards Board published an 
amendment to International Accounting Standard 39 (IAS 39 
Financial Instruments: Recognition and Measurement) on 13 
October 2008, under which eligible financial assets, subject to 
certain conditions being met, may be reclassified out of the 
“held for trading” category if the firm has the intent and abil-
ity to hold them for the foreseeable future or until maturity.

Although the amendment could have been applied re-
trospectively from 1 July 2008, UBS decided at the end of 
October 2008 to apply the amendment with effect from 
1 October 2008 following an assessment of the implications 
on its financial statements.

Effective 1 October 2008, UBS reclassified eligible assets 
which it intends to hold for the foreseeable future with a 
fair value of CHF 17.6 billion on that date from “held for 
trading” to the “loans and receivables” category. In addi-
tion, student loan auction rate securities (ARS) with a fair 
value of CHF 8.4 billion have been reclassified as of 31 De-
cember 2008. In fourth quarter 2008, an impairment charge 
of CHF 1.3 billion was recognized as a credit loss expense on 
reclas sified financial instruments. If reclassification had not 
occurred, the impairment charge would not have been rec-
ognized but an additional trading loss of CHF 4.8 billion 
would have been recorded in UBS’s income statement. Net 
interest income after reclassification increased by CHF 0.1 
billion. Refer to Note 29 for details.

Recognition of a defined benefit asset for  
the Swiss pension plan
In third quarter 2008, UBS concluded that it meets the re-
quirements in IAS 19 Employee Benefits to recognize a de-
fined benefit asset associated with its Swiss pension plan. 
Prior to this, it had been UBS policy to only disclose this 
amount in the Note “Pension and Other Post-Employment 
Benefit Plans” of UBS’s Annual Report. UBS concluded that 
recognition of an asset should also consider unrecognized 
net actuarial losses and past service costs as permitted by 
IAS 19 as this results in a better reflection of the corridor ap-
proach. 

UBS considered this a change in accounting policy to 
be applied retrospectively as required by IAS 8 Accounting 
Policies, Changes in Accounting Estimates and Errors. The 
change in accounting policy resulted in the following effects 
on the balance sheets for 1 January 2007, 31 December 
2007, and 30 September 2008, which is the date the change 
in accounting policy was effective: an increase of approxi-
mately CHF 2.1 billion in Other assets, an increase of ap-

proximately CHF 0.5 billion in Deferred tax liabilities and an 
increase of approximately CHF 1.6 billion in Retained earn-
ings. There was no material impact to the income statements 
or earnings per share for these periods. 

Revenues from Industrial Holdings and Goods and materials 
purchased
The income statement no longer includes the lines Revenues 
from Industrial Holdings and Goods and materials purchased, 
as the last consolidated industrial private equity investment in 
Industrial Holdings was sold in first quarter 2008 and is classi-
fied as a discontinued operation in UBS’s income statement. 
Prior periods have been restated to reflect this classification.

Changes to segment reporting
UBS has continuously reduced its private equity business in 
Industrial Holdings over the last three years. The business no 
longer includes consolidated industrial private equity invest-
ments. Starting first quarter 2008, UBS is reporting the re-
maining activities from this business, mainly financial invest-
ments available-for-sale, under Corporate Center.

Trading portfolio assets pledged as collateral
The balance sheet line Trading portfolio assets pledged as col-
lateral includes financial assets held for trading which UBS has 
transferred to third parties with the right of rehypothecation. 
Financial assets held for trading which UBS has transferred to 
third parties without the right of rehypothecation are present-
ed under Trading portfolio assets. In order to apply this pre-
sentation policy consistently, financial instruments have been 
reclassified from Trading portfolio assets pledged as collateral 
to Trading portfolio assets in the amount of CHF 50.1 billion 
as at 31 December 2007. The reclassification did not impact 
the income statements or earnings per share.

IFRIC 13 Customer Loyalty Programmes
IFRIC 13 was issued on 28 June 2007 and is effective for 
 annual periods beginning on or after 1 July 2008. IFRIC 13 
addresses how companies that grant their customers loyalty 
award credits when buying goods or services should account 
for their obligation to provide free or discounted goods and 
services, if and when the customers redeem the points. IFRIC 
13 requires entities to allocate some of the proceeds of the 
initial sale to the award credits and recognize these proceeds 
as revenue only when they have fulfilled their obligations to 
provide goods or services. This interpretation had no signifi-
cant impact on UBS’s Financial Statements.

IFRIC 14 The Limit on a Defined Benefit Asset Minimum 
Funding Requirements and their Interaction – IAS 19
IFRIC 14 was issued on 5 July 2007 and is effective for annual 
periods beginning on or after 1 January 2008. IFRIC 14 pro-
vides guidance regarding the circumstances under which re-
funds and future reductions in contributions from a defined 
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benefit plan can be regarded as available to an entity for the 
purpose of recognizing a net defined benefit asset. Addition-
ally, in jurisdictions where there is both a minimum funding re-
quirement and restrictions on the amounts that companies can 
recover from the plan, either as refunds or reductions in contri-
butions, additional liabilities may need to be recognized. This 
interpretation had no impact on UBS’s Financial Statements.

IAS 23 Borrowing Costs
The IASB issued a revised version of IAS 23 on 29 March 
2007. The revised Standard is effective for annual periods 
beginning 1 January 2009. UBS earlier adopted the revised 
standard early from 1 January 2008 on a prospective basis, 
as permitted by the Standard. The revisions require that bor-
rowing costs attributable to the acquisition, construction or 
production of a qualifying asset be capitalized as part of the 
cost of that asset. The adoption of the revised standard did 
not have a material impact on UBS’s Financial Statements.

Effective in 2007 and earlier
IFRS 7 Financial Instruments: Disclosures
On 1 January 2007, UBS adopted the disclosure requirements 
for financial instruments under IFRS 7. The new standard has 
no impact on recognition, measurement and presentation of 
financial instruments. Accordingly, the first-time adoption of 
IFRS 7 had no effect on Net profit and Equity. Rather, it re-
quires UBS to provide disclosures in its financial statements 
that enable users to evaluate: a) the significance of financial 
instruments for the entity’s financial position and performance 
(refer to the notes to the Financial Statements), and b) the 
nature and extent of credit, market and liquidity risks arising 
from financial instruments (including details about concentra-
tions of such risks) during the period and at the reporting 
date, and how UBS manages those risks (refer to the audited 
sections in Risk and treasury management). The disclosure 
principles of IFRS 7 complement the principles for recognizing, 
measuring and presenting financial assets and financial liabili-
ties in IAS 32 Financial Instruments: Presentation and IAS 39 
Financial Instruments: Recognition and Measurement.

Netting
In second quarter 2007, UBS concluded that it meets the 
criteria to offset Positive and Negative replacement values of 
OTC interest rate swaps transacted with London Clearing 
House (LCH). Under IFRS, positions are netted by currency 
and across maturities. The amount of replacement values 
netted was CHF 35,470 million at 31 December 2006. Fur-
thermore, amounts included in Loans and Due to customers 
related to the Prime Brokerage business have been netted. 
At 31 December 2006, amounts netted were CHF 14,679 
million. In both cases, the application of netting had no im-
pact on UBS’s income statement, Earnings per share, credit 
exposure and regulatory capital.

Syndicated finance revenues
In fourth quarter 2007, UBS revised the presentation of certain 
syndicated finance revenues in its income statement. Reve-
nues which relate to syndicated loan commitments designated 
at fair value through profit or loss are now presented in Net 
trading income rather than as Debt underwriting fees in Net 
fee and commission income. Prior periods have been adjusted 
to conform to this presentation. The adjustments resulted in a 
reduction of Net fee and commission income of CHF 425 mil-
lion for 2006 and a corresponding increase in Net trading in-
come in this period. The change in presentation had no impact 
on UBS’s Net profit and Earnings per share for 2006. The 
adoption of the following new interpretations on 1 January 
2007 had no material impact on UBS’s Financial Statements.

IFRIC 7 Applying the Restatement Approach under IAS 29 
Financial Reporting in Hyperinflationary Economies
This interpretation provides guidance on how to apply the 
requirements of IAS 29 in a reporting period in which an en-
tity (this could be a subsidiary) identifies the existence of hy-
perinflation in the economy of its functional currency, when 
that economy was not hyperinflationary in the prior period, 
and the entity therefore restates its financial statements in 
accordance with IAS 29. UBS has no subsidiaries operating in 
a hyperinflationary economy.

IFRIC 8 Scope of IFRS 2
This IFRIC addresses whether IFRS 2 applies to transactions in 
which the entity cannot identify specifically some or all of 
the goods or services received. The interpretation requires 
that IFRS 2 be applied to transactions in which goods or ser-
vices are received, such as transactions in which an entity 
receives goods or services as consideration for equity instru-
ments of the entity. This includes transactions in which the 
entity cannot identify specifically some or all of the goods or 
services received. The unidentifiable goods or services re-
ceived (or to be received) should be measured as the differ-
ence between the fair value of the share-based payment and 
the fair value of any identifiable goods or services received 
(or to be received). Measurement of the unidentifiable goods 
or services received should take place at the grant date. 
However, for cash-settled transactions, the liability should be 
remeasured at each reporting date until it is settled. 

IFRIC 9 Reassessment of Embedded Derivatives
The interpretation clarifies that an entity should not reassess 
whether an embedded derivative needs to be separated 
from the host contract after the initial hybrid contract is rec-
ognized, unless there is a change in the terms of the contract 
that significantly modifies the cash flows that otherwise 
would be required under the contract, in which case re-
assessment is required. This interpretation did not have an 
impact on UBS’s Financial Statements.
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IFRIC 10 Interim Financial Reporting and Impairment
The new interpretation of IAS 39 and IAS 36 requires that 
impairment losses recognized in a previous interim period in 
respect of goodwill or an investment in either an equity in-
strument or a financial asset carried at cost must not be re-
versed at a subsequent balance sheet date. This interpreta-
tion did not have an impact on UBS’s Financial Statements. 

IFRIC 11 IFRS 2: Group and Treasury Share Transactions
IFRIC 11 provides guidance on (a) how to account for share-
based payment arrangements between entities within the 
same group; (b) determining whether a transaction should 
be accounted for as equity-settled or cash-settled when an 
entity either chooses or is required to buy equity instru-
ments (i. e. treasury shares) from another party to  satisfy its 
obligations to its employees; and (c) determining whether a 
transaction should be accounted for as equity-settled or 
cash-settled when an entity’s employees are granted rights 
to equity instruments of the entity (e. g. share options), ei-
ther by the entity itself or by its shareholders, and the share-
holders of the entity provide the equity instruments need-
ed. The interpretation requires that share-based payment 
transactions in which an entity receives services as consider-
ation for its own equity instruments be accounted for as an 
equity-settled transaction. This applies regardless of wheth-

er the entity chooses or is required to buy those equity in-
struments from another party to satisfy its obligations to its 
employees under the share-based payment arrangement.

IAS 39 Financial Instruments: Recognition and Measure-
ment – Amendment to the Fair Value Option
UBS adopted the revised IAS 39 fair value option on 1 Janu-
ary 2006. On the transition date of the revised standard, 
1 January 2006, UBS did not apply the fair value option to 
any previously recognized financial asset or financial liability 
for which the fair value option had not been used under the 
previous fair value option guidance.

Staff Accounting Bulletin (SAB) 108
In response to the release of the Securities and Exchange 
Commission (SEC) Staff Accounting Bulletin (SAB) 108, Con-
sidering the Effects of Prior Year Misstatements when Quan-
tifying Misstatements in Current Year Financial Statements, 
UBS elected to adopt a modified quantitative framework for 
assessing whether the financial statement effect of a mis-
statement is material because it renders a better evaluation 
of those effects. This method, which UBS adopted in Decem-
ber 2006, uses a dual approach for quantifying the effect of 
a misstatement that considers both the carryover and revers-
ing effects of prior year misstatements. 

c) International Financial Reporting Standards and Interpretations to be adopted in 2009 and later

Effective in 2009
IFRS 8 Operating Segments
IFRS 8 Operating Segments is effective on 1 January 2009 
and will replace IAS 14 Segment Reporting. Under the re-
quirements of the new standard, UBS’s external segmental 
reporting will be based on the internal reporting to the 
Group Executive Board (or, the “chief operating decision 
maker”) which makes decisions on the allocation of re-
sources and assesses the performance of the reportable 
segments. Based on the new UBS structure which was an-
nounced in February 2009 and following IFRS 8 guidance, 
UBS will report four operating segments in 2009. The busi-
ness divisions, Wealth Management & Swiss Bank, Wealth 
Management Americas, Global Asset Management and In-
vestment Bank represent one reportable segment each. 
Corporate Center does not meet the requirements of an 
operating segment and will be shown separately. In addi-
tion, the new standard requires UBS to provide descriptive 
information about the types of products and services from 
which each reportable segment derives its revenue. As UBS’s 
reportable segment operations are mainly financial, the to-
tal interest income and expense for all reportable segments 
will be  presented on a net basis. Based on the present ar-
rangement of revenue-sharing agreements, the inter-seg-
ment revenue for UBS is unlikely to be material. Going for-

ward, the segment assets and segment liabilities will be 
disclosed without the intercompany balances which are in 
line with the internal reporting. An explanation of the basis 
on which the segment information is prepared and recon-
ciliations to the amounts presented in the income statement 
and balance sheet are also required by the new standard. In 
addition, UBS will be providing geographical information 
about total operating income and total non-current assets 
based on the following new geographical breakdown, Swit-
zerland, UK, Rest of  Europe, USA, Asia Pacific and Rest of 
the World.

IAS 1 (revised) Presentation of Financial Statements and IAS 
32 (revised) Financial Instruments: Presentation
IAS 1 (revised), Presentation of Financial Statements, was is-
sued in September 2007 and is effective on 1 January 2009. 
The revised standard affects the presentation of owner 
changes in equity and of comprehensive income: UBS will 
continue presenting owner changes in equity in the state-
ment of changes in equity, but the detailed information re-
lated to non-owner changes in equity will be removed from 
the statement of changes in equity and presented in the 
statement of comprehensive income. The revised standard 
does not change the recognition, measurement or disclosure 
of specific transactions addressed in other IFRSs. 
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In addition, the IASB issued a further amendment to IAS 
1 and an amendment to IAS 32 regarding puttable financial 
instruments and obligations arising on liquidation in Febru-
ary 2008. The IAS 32 amendment clarifies under which cir-
cumstances puttable financial instruments and obligations 
arising on liquidation have to be treated as equity instru-
ments. The amendment is limited in scope and is restricted 
to the accounting for such instruments under IAS 1, IAS 32, 
IAS 39 and IFRS 7. The amendment to IAS 1 requires addi-
tional information about puttable financial instruments and 
obligations arising on liquidations which have to be treated 
as equity instruments. UBS will adopt the two amendments 
on 1 January 2009. It is not expected that these  amendments 
will have a significant impact on UBS’s Financial Statements.

Amendments to IFRS 1 First-time Adoption of International 
Financial Reporting Standards and IAS 27 Consolidated  
and Separate Financial Statements – Cost of an Investment 
in a Subsidiary, Jointly Controlled Entity or Associate
The amendments to IFRS 1 and IAS 27 were issued on 22 May 
2008 and are effective for annual periods beginning on 1 July 
2009 (which is 1 January 2010 for UBS) and 1 January 2009, 
respectively. The amendments to IFRS 1 allow a first-time 
adopter, at its date of transition to IFRSs in its separate finan-
cial statements, to use a deemed cost to account for an in-
vestment in a subsidiary, jointly controlled entity or associate. 
The amendments to IAS 27 remove the definition of “cost 
method” and require all dividends from a subsidiary, jointly 
controlled entity or associate to be recognized as income in 
the separate financial statements of the investor when the 
right to receive the dividend is established and provides guid-
ance on the formation of a new parent entity. These amend-
ments have no impact on UBS’s Financial Statements.

IFRIC 15 Agreements for the Construction of Real Estate
IFRIC 15 was issued on 3 July 2008 and is effective for an-
nual periods beginning on or after 1 January 2009. IFRIC 15 
provides guidance on the accounting for agreements for the 
construction of real estate where entities enter into agree-
ments with buyers before construction has been completed 
and the timing of revenue recognition. UBS does not expect 
this interpretation to have a significant impact on its Finan-
cial Statements. 

IFRIC 16 Hedges of a Net Investment in a Foreign Operation
IFRIC 16 was issued on 1 October 2008 and is effective for 
annual periods beginning on or after 1 October 2008. IFRIC 
16 provides guidance in determining which foreign exchange 
risks arising from net investments in foreign operations of 
subsidiaries, associates, joint ventures or branches qualify for 
hedge accounting in accordance with IAS 39 Financial In-
struments: Recognition and Measurement. IFRIC 16 clarifies 
that net investment hedging can only be applied when the 
net assets of the foreign operation are recognized in the en-

tity’s consolidated financial statements. UBS is currently as-
sessing the impact of this interpretation on its Financial 
Statements.

Effective in 2010, if not adopted early
Amendments to IAS 39 Financial Instruments: Recognition 
and Measurement – Eligible Hedged Items
The amendment to IAS 39 was issued on 31 July 2008 and is 
effective for annual periods beginning on or after 1 July 
2009. The amendments provide additional guidance on the 
designation of a hedged item. The amendment clarifies how 
the existing principles underlying hedge accounting should 
be applied in two particular situations: a) a one-sided risk in 
a hedged item and b) inflation in a financial hedged item. 
UBS does not expect these amendments to have a significant 
impact on its Financial Statements.

IFRIC 17 Distributions of Non-cash Assets to Owners
IFRIC 17 was issued on 27 November 2008 and is effective 
for annual periods beginning on or after 1 July 2009. IFRIC 
17 clarifies when a dividend payable should be recognized, 
how the dividend payable should be measured and how to 
account for the difference between the carrying amount of 
the asset distributed and the carrying amount of the divi-
dend payable once the dividend payable is settled. UBS is 
currently assessing the impact of this interpretation on its 
Financial Statements. 

IFRIC 18 Transfers of Assets from Customers
IFRIC 18 was issued on 29 January 2009 and is effective, 
prospectively, for transfers of assets from customers re-
ceived on or after 1 July 2009. The IFRIC clarifies how to 
account for transfers of items of property, plant and equip-
ment by entities that receive such transfers from their cus-
tomers. The interpretation also applies to agreements in 
which an entity receives cash from a customer when that 
amount of cash must be used only to construct or acquire 
an item of property, plant and equipment and the entity 
must then use that item to provide the customer with on-
going access to a supply of goods and / or services. UBS is 
currently assessing the impact of this interpretation on its 
Financial Statements.

IFRS 3 Business Combinations and IAS 27 Consolidated and 
Separate Financial Statements
In January 2008, the IASB issued a revised Standard of IFRS 3 
Business Combinations and amendments to IAS 27 Consoli-
dated and Separate Financial Statements. The most signifi-
cant changes under revised IFRS 3 are as follows:
− Contingent consideration will be recognized at fair value 

as part of the consideration transferred at the acquisition 
date. Currently contingent consideration is only recog-
nized once it meets the probability and reliably measur-
able criteria.
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− Non-controlling interests in an acquiree will either be 
measured at fair value or as the non-controlling interest’s 
proportionate share of the fair value of net identifiable 
assets of the entity acquired. The option is available on a 
transaction-by-transaction basis.

− Transaction costs incurred by the acquirer will no longer 
be part of the acquisition cost but will have to be ex-
pensed as incurred.
The revised IFRS 3 is effective for annual periods begin-

ning on or after 1 July 2009 and has to be applied prospec-
tively from the date of adoption to business combinations 
consummated after that date. Business combinations con-
summated prior to that date will not be impacted.

The amendments to IAS 27 reflect changes in the account-
ing for non-controlling interests and deal primarily with the ac-
counting for changes in ownership interests in subsidiaries after 
control is obtained, the accounting for the loss of control over 
subsidiaries, and the allocation of profit or loss to controlling 
and non-controlling interests in a subsidiary. IAS 27 requires 
that certain amendments be applied retrospectively whereas 
others are applied prospectively. UBS is currently assessing the 
impact of the Standard on its Financial Statements.

The revised IFRS 3 and the amendments to IAS 27 are ef-
fective for annual periods beginning on or after 1 July 2009 
and must be adopted together. UBS will adopt IFRS 3 and 
the amendments to IAS 27 from 1 January 2010.

In 2008, UBS’s businesses were organized on a worldwide 
basis into three business divisions and a Corporate Center. 
The business division Global Wealth Management & Busi-
ness Banking consists of three segments: Wealth Manage-
ment International & Switzerland, Wealth Management US 
and Business Banking Switzerland. The business divisions In-
vestment Bank and Global Asset Management constitute 
one segment each. In total, UBS reports five business seg-
ments and a Corporate Center in 2008. The Corporate Cen-
ter includes all corporate functions, elimination items as well 
as the remaining industrial holdings activities and is not con-
sidered a business segment. Refer to Note 1 of this report for 
information about UBS’s new segment structure, effective as 
of first quarter 2009.

Global Wealth Management & Business Banking
In 2008, Global Wealth Management & Business Banking 
comprised three segments. Wealth Management Interna-
tional & Switzerland offers a comprehensive range of prod-
ucts and services individually tailored to affluent interna-
tional and Swiss clients and operates from offices around the 
world. Wealth Management US provides wealth manage-
ment services to affluent US clients through a highly trained 
financial advisor network. Business Banking Switzerland pro-
vides individual and corporate clients in Switzerland with a 
complete portfolio of banking and securities services, fo-
cused on customer service excellence, profitability and 
growth, using a multi-channel distribution. The segments 
share technological and physical infrastructure, and have 
joint departments supporting major functions such as e-
commerce, financial planning and wealth management, in-

Note 2a Segment reporting 

vestment policy and strategy. Refer to Note 1 of this report 
for the changes to the structure of this business division, ef-
fective first quarter 2009.

Global Asset Management
The business division Global Asset Management provides in-
vestment products and services to institutional investors and 
wholesale intermediaries around the globe. Clients include 
corporate and public pension plans, financial institutions and 
advisors, central banks, charities, foundations and individual 
investors.

Investment Bank
The business division Investment Bank operates globally as a 
client-driven investment banking and securities business pro-
viding innovative products, research, advice and complete 
 access to the world’s capital markets for intermediaries, 
 governments, corporate and institutional clients and other 
parts of UBS.

Corporate Center
The Corporate Center ensures that all business divisions 
 operate as a coherent and effective whole with a common 
set of values and principles in such areas as risk management 
and control, financial reporting, marketing and communi-
cations, funding, capital and balance sheet management, 
management of foreign currency earnings, information 
technology infrastructure and service centers. In addition, 
Corporate Center holds the remaining activities from the 
 industrial holding business, mainly financial investments 
available-for-sale.
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Note 2a Segment reporting (continued)

For the year ended 31 December 2008

UBS

Global Wealth Management & 
Business Banking

Global Asset  
Management Investment Bank Corporate Center

CHF million

Wealth Management 
International & 

Switzerland
Wealth 

Management US
Business Banking 

Switzerland

Internal charges and transfer pricing adjustments are reflected in the performance 
of each business. Revenue-sharing agreements are used to allocate external cus-
tomer revenues to a business division on a reasonable basis. Transactions between 
business divisions are conducted at internally agreed transfer prices or at arm’s 
length.

Income 1 10,819 5,847 5,024 2,904 (21,800) 998 3,792

Credit loss (expense) / recovery (390) (25) (5) 0 (2,575) 0 (2,996)

Total operating income 10,429 5,821 5,019 2,904 (24,375) 998 796

Personnel expenses 3,112 3,891 2,376 926 4,882 1,076 16,262

General and administrative expenses 2,001 2,348 1,018 434 3,399 1,299 10,498

Services (to) / from other business units 1,581 238 (893) 150 990 (2,066) 0

Depreciation of property and equipment 97 94 70 29 231 720 1,241

Impairment of goodwill 0 0 0 0 341 0 341

Amortization of intangible assets 2 38 60 0 33 83 0 213

Total operating expenses 6,828 6,631 2,570 1,572 9,925 1,029 28,555

Performance from continuing operations before tax 3,601 (810) 2,449 1,333 (34,300) (31) (27,758)

Performance from discontinued operations before tax 198 198

Performance before tax 3,601 (810) 2,449 1,333 (34,300) 167 (27,560)

Tax expense on continuing operations (6,837)

Tax expense on discontinued operations 1

Net profit (20,724)

Additional information 3

Total assets 248,355 61,433 240,212 33,684 1,752,500 (321,369) 2,014,815

Total liabilities 242,390 53,218 236,504 30,684 1,726,708 (315,222) 1,974,282

Capital expenditure 83 135 34 95 33 929 1,309
1 Impairments of financial investments available-for-sale for the year ended 31 December 2008 were as follows: Global Wealth Management & Business Banking CHF 19 million; Global Asset Manage-
ment CHF 22 million; Investment Bank CHF 121 million; Corporate Center CHF 40 million.  2 Refer to Note 16 of this report for further information regarding goodwill and other intangible assets by 
business division.  3 The funding surplus or requirement is reflected in each business division and adjusted in Corporate Center.



Fi
n

an
ci

al
 in

fo
rm

at
io

n

283

Note 2a Segment reporting (continued)

For the year ended 31 December 2008

UBS

Global Wealth Management & 
Business Banking

Global Asset  
Management Investment Bank Corporate Center

CHF million

Wealth Management 
International & 

Switzerland
Wealth 

Management US
Business Banking 

Switzerland

Internal charges and transfer pricing adjustments are reflected in the performance 
of each business. Revenue-sharing agreements are used to allocate external cus-
tomer revenues to a business division on a reasonable basis. Transactions between 
business divisions are conducted at internally agreed transfer prices or at arm’s 
length.

Income 1 10,819 5,847 5,024 2,904 (21,800) 998 3,792

Credit loss (expense) / recovery (390) (25) (5) 0 (2,575) 0 (2,996)

Total operating income 10,429 5,821 5,019 2,904 (24,375) 998 796

Personnel expenses 3,112 3,891 2,376 926 4,882 1,076 16,262

General and administrative expenses 2,001 2,348 1,018 434 3,399 1,299 10,498

Services (to) / from other business units 1,581 238 (893) 150 990 (2,066) 0

Depreciation of property and equipment 97 94 70 29 231 720 1,241

Impairment of goodwill 0 0 0 0 341 0 341

Amortization of intangible assets 2 38 60 0 33 83 0 213

Total operating expenses 6,828 6,631 2,570 1,572 9,925 1,029 28,555

Performance from continuing operations before tax 3,601 (810) 2,449 1,333 (34,300) (31) (27,758)

Performance from discontinued operations before tax 198 198

Performance before tax 3,601 (810) 2,449 1,333 (34,300) 167 (27,560)

Tax expense on continuing operations (6,837)

Tax expense on discontinued operations 1

Net profit (20,724)

Additional information 3

Total assets 248,355 61,433 240,212 33,684 1,752,500 (321,369) 2,014,815

Total liabilities 242,390 53,218 236,504 30,684 1,726,708 (315,222) 1,974,282

Capital expenditure 83 135 34 95 33 929 1,309
1 Impairments of financial investments available-for-sale for the year ended 31 December 2008 were as follows: Global Wealth Management & Business Banking CHF 19 million; Global Asset Manage-
ment CHF 22 million; Investment Bank CHF 121 million; Corporate Center CHF 40 million.  2 Refer to Note 16 of this report for further information regarding goodwill and other intangible assets by 
business division.  3 The funding surplus or requirement is reflected in each business division and adjusted in Corporate Center.
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Note 2a Segment reporting (continued)

For the year ended 31 December 2007

UBS

Global Wealth Management &  
Business Banking

Global Asset 
Management

Investment  
Bank Corporate Center

CHF million

Wealth Management 
International & 

Switzerland

Wealth  
Management  

US
Business Banking 

Switzerland Corporate Center Industrial Holdings

Internal charges and transfer pricing adjustments are reflected in the performance 
of each business. Revenue-sharing agreements are used to allocate external cus-
tomer revenues to a business division on a reasonable basis. Transactions between 
business divisions are conducted at internally agreed transfer prices or at arm’s 
length.

Income 1 12,893 6,662 5,286 4,094 (538) 2,873 689 31,959

Credit loss (expense) / recovery (1) (2) 31 0 (266) 0 0 (238) 

Total operating income 12,892 6,660 5,317 4,094 (804) 2,873 689 31,721

Personnel expenses 3,873 4,551 2,584 1,856 11,286 1,334 31 25,515

General and administrative expenses 1,064 976 1,138 559 3,386 1,298 8 8,429

Services (to) / from other business units 1,531 314 (739) 153 811 (2,194) 124 0

Depreciation of property and equipment 95 79 67 53 210 2 739 0 1,243

Amortization of intangible assets 3 19 66 0 19 172 0 0 276 

Total operating expenses 6,582 5,986 3,050 2,640 15,865 1,177 163 35,463

Performance from continuing operations before tax 6,310 674 2,267 1,454 (16,669) 1,696 526 (3,742)

Performance from discontinued operations before tax 7 138 145

Performance before tax 6,310 674 2,267 1,454 (16,669) 1,703 664 (3,597)

Tax expense on continuing operations 1,369

Tax expense on discontinued operations (258)

Net profit (4,708)

Additional information 4

Total assets 349,849 71,570 296,199 51,471 1,984,134 (478,833) 501 2,274,891

Total liabilities 344,662 66,637 291,001 49,099 1,965,773 (487,766) 1,659 2,231,065

Capital expenditure 106 254 26 319 88 1,326 19 2,138

1 Impairments of financial investments available-for-sale for the year ended 31 December 2007 were as follows: Global Wealth Management & Business Banking CHF 11 million; Global Asset Manage-
ment CHF 39 million; Investment Bank CHF 22 million; Corporate Center CHF (1) million and Industrial Holdings CHF 3 million.  2 Includes CHF 34 million for impairments of leasehold improvements 
and other machines and equipment.  3 Refer to Note 16 of this report for further information regarding goodwill and other intangible assets by business division.  4 The funding surplus or requirement 
is reflected in each business division and adjusted in Corporate Center.
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Note 2a Segment reporting (continued)

For the year ended 31 December 2007

UBS

Global Wealth Management &  
Business Banking

Global Asset 
Management

Investment  
Bank Corporate Center

CHF million

Wealth Management 
International & 

Switzerland

Wealth  
Management  

US
Business Banking 

Switzerland Corporate Center Industrial Holdings

Internal charges and transfer pricing adjustments are reflected in the performance 
of each business. Revenue-sharing agreements are used to allocate external cus-
tomer revenues to a business division on a reasonable basis. Transactions between 
business divisions are conducted at internally agreed transfer prices or at arm’s 
length.

Income 1 12,893 6,662 5,286 4,094 (538) 2,873 689 31,959

Credit loss (expense) / recovery (1) (2) 31 0 (266) 0 0 (238) 

Total operating income 12,892 6,660 5,317 4,094 (804) 2,873 689 31,721

Personnel expenses 3,873 4,551 2,584 1,856 11,286 1,334 31 25,515

General and administrative expenses 1,064 976 1,138 559 3,386 1,298 8 8,429

Services (to) / from other business units 1,531 314 (739) 153 811 (2,194) 124 0

Depreciation of property and equipment 95 79 67 53 210 2 739 0 1,243

Amortization of intangible assets 3 19 66 0 19 172 0 0 276 

Total operating expenses 6,582 5,986 3,050 2,640 15,865 1,177 163 35,463

Performance from continuing operations before tax 6,310 674 2,267 1,454 (16,669) 1,696 526 (3,742)

Performance from discontinued operations before tax 7 138 145

Performance before tax 6,310 674 2,267 1,454 (16,669) 1,703 664 (3,597)

Tax expense on continuing operations 1,369

Tax expense on discontinued operations (258)

Net profit (4,708)

Additional information 4

Total assets 349,849 71,570 296,199 51,471 1,984,134 (478,833) 501 2,274,891

Total liabilities 344,662 66,637 291,001 49,099 1,965,773 (487,766) 1,659 2,231,065

Capital expenditure 106 254 26 319 88 1,326 19 2,138

1 Impairments of financial investments available-for-sale for the year ended 31 December 2007 were as follows: Global Wealth Management & Business Banking CHF 11 million; Global Asset Manage-
ment CHF 39 million; Investment Bank CHF 22 million; Corporate Center CHF (1) million and Industrial Holdings CHF 3 million.  2 Includes CHF 34 million for impairments of leasehold improvements 
and other machines and equipment.  3 Refer to Note 16 of this report for further information regarding goodwill and other intangible assets by business division.  4 The funding surplus or requirement 
is reflected in each business division and adjusted in Corporate Center.
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Note 2a Segment reporting (continued)

For the year ended 31 December 2006

UBS

Global Wealth Management &  
Business Banking

Global Asset 
Management

Investment  
Bank Corporate Center

CHF million

Wealth Management 
International & 

Switzerland

Wealth  
Management  

US
Business Banking 

Switzerland Corporate Center Industrial Holdings

Internal charges and transfer pricing adjustments are reflected in the performance 
of each business. Revenue-sharing agreements are used to allocate external cus-
tomer revenues to a business division on a reasonable basis. Transactions between 
business divisions are conducted at internally agreed transfer prices or at arm’s 
length.

Income 1 10,827 5,863 5,085 3,220 21,726 294 313 47,328 

Credit loss (expense) / recovery 1 (1) 109 0 47 0 0 156 

Total operating income 10,828 5,862 5,194 3,220 21,773 294 313 47,484 

Personnel expenses 3,173 3,839 2,439 1,575 11,686 1,273 46 24,031

General and administrative expenses 885 1,073 1,120 399 3,210 1,242 13 7,942 

Services (to) / from other business units 1,479 281 (720) (105) 1,034 (1,978) 9 0 

Depreciation of property and equipment 84 74 74 27 2032 783 (1) 1,244 

Amortization of intangible assets 10 53 0 4 72 9 0 148 

Total operating expenses 5,631 5,320 2,913 1,900 16,205 1,329 67 33,365 

Performance from continuing operations before tax 5,197 542 2,281 1,320 5,568 (1,035) 246 14,119

Performance from discontinued operations before tax 4 884 888

Performance before tax 5,197 542 2,281 1,320 5,568 (1,031) 1,130 15,007

Tax expense on continuing operations 2,998

Tax expense on discontinued operations (11)

Net profit 12,020

Additional information 3

Total assets 286,334 63,260 211,837 48,616 2,059,019 (322,221) 1,888 2,348,733

Total liabilities 281,328 58,007 205,749 46,672 2,039,225 (342,778) 3,404 2,291,607

Capital expenditure 257 273 14 498 593 1,385 97 3,117

1 Impairments of financial investments available-for-sale for the year ended 31 December 2006 were as follows: Global Wealth Management & Business Banking CHF 8 million; Global Asset Management 
CHF 1 million; Investment Bank CHF 5 million; Corporate Center CHF (2) million and Industrial Holdings CHF 23 million.  2 Includes a CHF 34 million software impairment.  3 The funding surplus or 
requirement is reflected in each business division and adjusted in Corporate Center.
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Note 2a Segment reporting (continued)

For the year ended 31 December 2006

UBS

Global Wealth Management &  
Business Banking

Global Asset 
Management

Investment  
Bank Corporate Center

CHF million

Wealth Management 
International & 

Switzerland

Wealth  
Management  

US
Business Banking 

Switzerland Corporate Center Industrial Holdings

Internal charges and transfer pricing adjustments are reflected in the performance 
of each business. Revenue-sharing agreements are used to allocate external cus-
tomer revenues to a business division on a reasonable basis. Transactions between 
business divisions are conducted at internally agreed transfer prices or at arm’s 
length.

Income 1 10,827 5,863 5,085 3,220 21,726 294 313 47,328 

Credit loss (expense) / recovery 1 (1) 109 0 47 0 0 156 

Total operating income 10,828 5,862 5,194 3,220 21,773 294 313 47,484 

Personnel expenses 3,173 3,839 2,439 1,575 11,686 1,273 46 24,031

General and administrative expenses 885 1,073 1,120 399 3,210 1,242 13 7,942 

Services (to) / from other business units 1,479 281 (720) (105) 1,034 (1,978) 9 0 

Depreciation of property and equipment 84 74 74 27 2032 783 (1) 1,244 

Amortization of intangible assets 10 53 0 4 72 9 0 148 

Total operating expenses 5,631 5,320 2,913 1,900 16,205 1,329 67 33,365 

Performance from continuing operations before tax 5,197 542 2,281 1,320 5,568 (1,035) 246 14,119

Performance from discontinued operations before tax 4 884 888

Performance before tax 5,197 542 2,281 1,320 5,568 (1,031) 1,130 15,007

Tax expense on continuing operations 2,998

Tax expense on discontinued operations (11)

Net profit 12,020

Additional information 3

Total assets 286,334 63,260 211,837 48,616 2,059,019 (322,221) 1,888 2,348,733

Total liabilities 281,328 58,007 205,749 46,672 2,039,225 (342,778) 3,404 2,291,607

Capital expenditure 257 273 14 498 593 1,385 97 3,117

1 Impairments of financial investments available-for-sale for the year ended 31 December 2006 were as follows: Global Wealth Management & Business Banking CHF 8 million; Global Asset Management 
CHF 1 million; Investment Bank CHF 5 million; Corporate Center CHF (2) million and Industrial Holdings CHF 23 million.  2 Includes a CHF 34 million software impairment.  3 The funding surplus or 
requirement is reflected in each business division and adjusted in Corporate Center.
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Note 2b Segment reporting by geographic location

 
 
 
 
 

For the year ended 31 December 2008

Total operating income Total assets Capital expenditure

CHF million Share % CHF million Share % CHF million Share %

Switzerland 11,564 1,453 230,554 11 556 43

United Kingdom (9,219) (1,158) 466,317 23 71 5

Rest of Europe 6,132 770 341,107 17 138 11

United States (10,519) (1,321) 637,302 32 407 31

Asia Pacific 3,122 392 201,743 10 105 8

Rest of the world (284) (36) 137,792 7 32 2

Total 796 100 2,014,815 100 1,309 100

For the year ended 31 December 2007

Total operating income Total assets Capital expenditure

CHF million Share % CHF million Share % CHF million Share %

Switzerland 18,787 59 224,679 10 436 20

United Kingdom (1,671) (5) 404,506 18 261 12

Rest of Europe 2,541 8 358,504 16 117 5

United States 880 3 822,825 36 923 44

Asia Pacific 6,393 20 257,991 11 318 15

Rest of the world 4,791 15 206,386 9 83 4

Total 31,721 100 2,274,891 100 2,138 100

For the year ended 31 December 2006

Total operating income Total assets Capital expenditure

CHF million Share % CHF million Share % CHF million Share %

Switzerland 12,964 27 213,689 9 650 21

United Kingdom 6,863 14 373,219 16 314 10

Rest of Europe 5,553 12 314,642 13 70 2

United States 15,295 32 1,066,647 46 723 23

Asia Pacific 4,988 11 206,027 9 328 11

Rest of the world 1,821 4 174,509 7 1,032 33

Total 47,484 100 2,348,733 100 3,117 100

The geographic analysis of total assets is based on customer 
domicile, whereas operating income and capital expenditure 
are based on the location of the office in which the trans-
actions and assets are recorded. Because of the global  nature 
of financial markets, the Group's business is managed on an 
integrated basis worldwide, with a view to profitability by 

product line. The geographical analysis of operating income, 
total assets and capital expenditure is provided in order to 
comply with IFRS and does not reflect the way the Group is 
managed. Management believes that analysis by business 
 division, as shown in Note 2a, is a more meaningful repre-
sentation of the way in which the Group is managed.
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Income statement notes

Note 3 Net interest and trading income

 
 
 
 
 
 
 
 
 

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.06 31.12.07

Net interest and trading income

Net interest income 5,992 5,337 6,521 12

Net trading income (25,820) (8,353) 13,743 (209)

Total net interest and trading income (19,828) (3,016) 20,264 (557)

Breakdown by businesses

Net income from trading businesses 1 (27,203) (10,658) 13,730 (155)

Net income from interest margin businesses 6,160 6,230 5,718 (1)

Net income from treasury activities and other 1,214 1,412 816 (14)

Total net interest and trading income (19,828) (3,016) 20,264 (557)

Net interest income 2

Interest income

Interest earned on loans and advances 3 20,213 21,263 15,266 (5)

Interest earned on securities borrowed and reverse repurchase agreements 22,521 48,274 39,771 (53)

Interest and dividend income from trading portfolio 22,397 39,101 32,211 (43)

Interest income on financial assets designated at fair value 404 298 25 36

Interest and dividend income from financial investments available-for-sale 145 176 128 (18)

Total 65,679 109,112 87,401 (40)

Interest expense

Interest on amounts due to banks and customers 18,150 29,318 20,024 (38)

Interest on securities lent and repurchase agreements 16,123 40,581 34,021 (60)

Interest and dividend expense from trading portfolio 9,162 15,812 14,533 (42)

Interest on financial liabilities designated at fair value 7,298 7,659 4,757 (5)

Interest on debt issued 8,954 10,405 7,545 (14)

Total 59,687 103,775 80,880 (42)

Net interest income 5,992 5,337 6,521 12

1 Includes lending activities of the Investment Bank.  2 Interest includes forward points on foreign exchange swaps used to manage short-term interest rate risk on foreign currency loans and depos-
its.  3 Includes interest income on impaired loans and advances of CHF 99 million for 2008, CHF 110 million for 2007 and CHF 158 million for 2006.

Accounting standards require separate disclosure of net in-
terest income and net trading income (see the tables on this 
and the next page). This required disclosure, however, does 
not take into account that net interest and trading income 
are generated by a range of different businesses. In many 
cases, a particular business can generate both net interest 
and trading income. Fixed income trading activity, for ex-
ample, generates both trading profits and coupon income. 
UBS management therefore analyzes net interest and trad-
ing income according to the businesses that drive it. The sec-

ond table below (labeled Breakdown by businesses) provides 
information that corresponds to this management view. Net 
income from trading businesses includes both interest and 
trading income generated by the Group’s trading businesses 
and the Investment Bank’s lending activities. Net income 
from interest margin businesses comprises interest income 
from the Group’s loan portfolio. Net income from treasury 
and other activities reflects all income from the Group’s cen-
tralized treasury function.
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Note 3 Net interest and trading income (continued)

Net trading income 1

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.06 31.12.07

Equities 4,694 9,048 7,064 (48)

Fixed income (37,361) (20,949) 2,755 (78)

Foreign exchange and other 2 6,846 3,548 3,924 93

Net trading income (25,820) (8,353) 13,743 (209)

thereof net gains / (losses) from financial assets designated at fair value (974) (30) (397)

thereof net gains / (losses) from financial liabilities designated at fair value 3 44,284 (3,779) (3,659)

thereof net gains / (losses) from own credit changes of  
financial liabilities designated at fair value 4 3,993 659 0 506

1 Refer to the table “Net interest and trading income” on the previous page for the Net income from trading businesses (for an explanation, read the corresponding introductory comment). 2 Includes 
trading from money markets, currencies and commodities.  3 Financial liabilities designated at fair value are to a large extent economically hedged with derivatives and other instruments whose change 
in fair value is also reported in Net trading income.  4 Refer to Note 27.

Significant impacts on net trading income1

For the year ended 31.12.08 For the year ended 31.12.07

USD billion CHF billion USD billion CHF billion

US sub-prime residential mortgage market (8.1) (8.2) (14.6) (16.6)

US Alt-A residential mortgage market (7.4) (7.6) (2.0) (2.3)

US prime residential mortgage market (1.8) (1.9)

Credit valuation adjustments for monoline credit protection (7.6) (8.2) (0.8) (0.9)

US commercial mortgage market (0.3) (0.4)

US reference linked notes (RLN) (2.6) (2.7) (1.3) (1.5)

Leveraged finance (1.2) (1.3)

US student loans (1.6) (1.6)

Subtotal (30.6) (31.9) (18.7) 2 (21.3) 2

Mandatory convertible notes 3 4.6

SNB transaction 4 (5.2)

Total (32.6) (21.3)

1 The positions disclosed in this table are reflected in Net trading income as shown in the table above. Includes mainly positions (previously) considered risk concentrations (refer to the section “Risk 
management and control”). Certain positions have been reclassified from “held for trading” to “loans and receivables” in fourth quarter 2008. Refer to Note 29. The profit or loss after reclassification 
resulting from these positions is included in net interest income and, if applicable, credit loss (expense) / recovery.  2 Includes only positions disclosed in the Annual Report 2007.  3 Refer to Note 26.   
4 Refer to Note 38.
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Note 4 Net fee and commission income

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.06 31.12.07

Equity underwriting fees 1,138 2,564 1,834 (56)

Debt underwriting fees 818 1,178 1,279 (31)

Total underwriting fees 1,957 3,742 3,113 (48)

M&A and corporate finance fees 1,662 2,768 1,852 (40)

Brokerage fees 8,355 10,281 8,053 (19)

Investment fund fees 5,583 7,422 5,858 (25)

Fiduciary fees 301 297 252 1

Custodian fees 1,198 1,367 1,266 (12)

Portfolio and other management and advisory fees 6,169 7,790 6,622 (21)

Insurance-related and other fees 317 423 449 (25)

Total securities trading and investment activity fees 25,540 34,090 27,465 (25)

Credit-related fees and commissions 273 279 269 (2)

Commission income from other services 1,010 1,017 1,064 (1)

Total fee and commission income 26,823 35,386 28,798 (24)

Brokerage fees paid 1,909 2,610 1,904 (27)

Other 1,984 2,142 1,438 (7)

Total fee and commission expense 3,894 4,752 3,342 (18)

Net fee and commission income 22,929 30,634 25,456 (25)

Note 5 Other income

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.06 31.12.07

Associates and subsidiaries

Net gains from disposals of consolidated subsidiaries (184) (70) (11) (163)

Net gains from disposals of investments in associates 199 1 28 21 611

Share of net profits of associates (6) 145 106

Total 9 103 116 (91)

Financial investments available-for-sale

Net gains from disposals 615 1 3,338 2 921 (82)

Impairment charges (202) (71) (12) (185)

Total 413 3,267 909 (87)

Net income from investments in property 3 88 108 61 (19)

Net gains from investment properties 4 0 31 5 (100)

Other income from Industrial Holdings 0 689 313 (100)

Other 183 143 204 28

Total other income 692 4,341 1,608 (84)

1 Refer to Note 38 for details.  2 Includes a pre-tax gain of CHF 1,950 million from UBS’s sale of its 20.7% stake in Julius Baer.   3 Includes net rent received from third parties and net operating 
 expenses.  4 Includes unrealized and realized gains from investment properties at fair value.
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Note 6 Personnel expenses

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.06 31.12.07

Salaries and bonuses 12,207 20,715 19,441 (41)

Contractors 423 630 822 (33)

Insurance and social security contributions 706 1,290 1,398 (45)

Contribution to retirement plans 926 922 802 0

Other personnel expenses 2,000 1,958 1,568 2

Total personnel expenses 16,262 25,515 24,031 (36)

Note 7 General and administrative expenses

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.06 31.12.07

Occupancy 1,516 1,569 1,415 (3)

Rent and maintenance of IT and other equipment 669 701 648 (5)

Telecommunications and postage 888 948 906 (6)

Administration 926 991 781 (7)

Marketing and public relations 408 585 601 (30)

Travel and entertainment 728 1,029 934 (29)

Professional fees 1,085 1,106 919 (2)

Outsourcing of IT and other services 1,029 1,233 1,090 (17)

Other 3,249 1 267 648

Total general and administrative expenses 10,498 8,429 7,942 25

1 Included in the year ended 31 December 2008 is an amount of CHF 1,464 million for the expected costs associated with the repurchase of auction rate securities from clients and CHF 917 million in 
connection with UBS’s US cross-border case. Refer to Note 21 “Provisions and litigation” and Note 23 “Derivative instruments and hedge accounting”.
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Note 8 Earnings per share (EPS) and shares outstanding

For the year ended % change from

31.12.08 31.12.07 31.12.06 31.12.07

Basic earnings (CHF million)

Net profit attributable to UBS shareholders (21,292) (5,247) 11,527 (306)

from continuing operations (21,442) (5,650) 10,731 (280)

from discontinued operations 150 403 796 (63)

Diluted earnings (CHF million)

Net profit attributable to UBS shareholders (21,292) (5,247) 11,527 (306)

Less: (profit) / loss on equity derivative contracts (28) (16) (8) (75)

Net profit attributable to UBS shareholders for diluted EPS (21,320) (5,263) 11,519 (305)

from continuing operations (21,470) (5,666) 10,723 (279)

from discontinued operations 150 403 796 (63)

Weighted average shares outstanding

Weighted average shares outstanding 2,769,575,922 2,165,301,597 2,221,591,786 28

Potentially dilutive ordinary shares resulting from unvested exchangeable shares,  
options and warrants outstanding 1 1,151,556 1,467,326 2 88,242,730 2 (22)

Weighted average shares outstanding for diluted EPS 2,770,727,478 2,166,768,923 2,309,834,516 28

Earnings per share (CHF)

Basic (7.69) (2.42) 5.19 (218)

from continuing operations (7.74) (2.61) 4.83 (197)

from discontinued operations 0.05 0.19 0.36 (74)

Diluted (7.69) (2.43) 4.99 (216)

from continuing operations (7.75) (2.61) 4.64 (197)

from discontinued operations 0.05 0.19 0.34 (74)

As of % change from

31.12.08 31.12.07 31.12.06 31.12.07

Shares outstanding

Total ordinary shares issued 2,932,580,549 2,073,547,344 2,105,273,286 41

Second trading line treasury shares

2006 program 22,600,000

Other treasury shares 61,903,121 158,105,524 141,875,699 (61)

Total treasury shares 61,903,121 158,105,524 164,475,699 (61)

Shares outstanding 2,870,677,428 1,915,441,820 1,940,797,587 50

Retrospective adjustments for stock dividend 3 95,772,091 97,039,879

Retrospective adjustments for rights issue 2 141,850,917 143,728,676

Mandatory convertible notes and exchangeable shares 4 600,557,453 518,711 139,561

Shares outstanding for EPS 3,471,234,881 2,153,583,539 2,181,705,703 61

1 Due to UBS’s losses, 28 million and 54 million potential ordinary shares from unexercised employee shares and options are not considered as they have an anti-dilutive effect for the years ended  
31 December 2008 and 31 December 2007. Total equivalent shares outstanding on out-of-the-money options that were not dilutive for the respective periods but could potentially dilute earnings per 
share in the future were 283,263,330; 119,309,645; and 37,229,136 for the years ended 31 December 2008, 31 December 2007 and 31 December 2006 respectively. An additional 100 million ordinary 
shares related to the SNB transaction were not dilutive for the year ended 31 December 2008 but could potentially dilute earnings per share in the future.  2 Shares outstanding and potentially dilutive 
ordinary shares are increased by 7.053% due to the rights issue.  3 Shares outstanding are increased by 5% to reflect the 1:20 ratio of the stock dividend.  4 31 December 2008 includes 329,447,681 
shares for the mandatory convertible notes issued to the Swiss Confederation in December 2008 and 270,438,942 shares for the mandatory convertible notes issued to two investors in March 2008, 
adjusted for the dilution effect of the rights issue; remaining amounts related to exchangeable shares (31 December 2007 and 31 December 2006 have been adjusted for the stock dividend and rights 
issue).
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Balance sheet notes: assets

Note 9a Due from banks and loans (held at amortized cost)

By type of exposure

CHF million 31.12.08 31.12.07

Banks 64,473 60,935

Allowance for credit losses (22) (28)

Net due from banks 64,451 60,907

Loans

Residential mortgages 121,811 122,435

Commercial mortgages 21,270 21,058

Other loans 170,099 193,374

Debt instruments traditionally not classified as loans and receivables 1 30,033 –

Subtotal 343,213 336,867

Allowance for credit losses (2,905) (1,003)

of which: Debt instruments traditionally not classified as loans and receivables (1,329) –

Net loans 340,308 335,864

Net due from banks and loans (held at amortized cost) 404,759 396,771

By geographical region (based on the location of the borrower)

Switzerland 166,798 166,435

United Kingdom 30,540 29,796

Rest of Europe 47,724 43,966

United States 105,907 70,962

Asia Pacific 23,279 27,843

Rest of the world 38,590 62,916

Subtotal 412,838 401,918

Allowance for credit losses (2,927) (1,031)

Net due from banks, loans (held at amortized cost) and loans designated at fair value 2 409,911 400,887

By type of collateral

Secured by real estate 145,491 145,927

Collateralized by securities 56,312 96,306

Guarantees and other collateral 113,032 79,936

Unsecured 98,003 79,749

Subtotal 412,838 401,918

Allowance for credit losses (2,927) (1,031)

Net due from banks, loans (held at amortized cost) and loans designated at fair value 2 409,911 400,887
1 Includes student loan auction rate securities (ARS) of CHF 8.4 billion and other debt instruments of CHF 17.1 billion (before impairment) reclassified from the category “held for trading” to “loans and 
receivables” and ARS acquired from clients of CHF 4.5 billion.  2 Includes loans designated at fair value of CHF 5,153 million on 31 December 2008 and CHF 4,116 million on 31 December 2007. For 
further details refer to “Note 12 Financial Assets Designated at Fair Value”.
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Note 9b Allowances and provisions for credit losses

CHF million
Specific allowances  

and provisions

Collective loan  
loss allowances  
and provisions Total 31.12.08 Total 31.12.07

Balance at the beginning of the year 1,130 34 1,164 1,332

Write-offs (868) 0 (868) (321)

Recoveries 44 0 44 55

Increase / (decrease) in credit loss allowances and provisions 3,007 (11) 2,996 238

Disposals (223) 0 (223) (131)

Foreign currency translation and other adjustments (43) 0 (43) (9)

Balance at the end of the year 3,047 23 3,070 1,164

CHF million
Specific allowances  

and provisions

Collective loan  
loss allowances  
and provisions Total 31.12.08 Total 31.12.07

As a reduction of due from banks 22 0 22 28

As a reduction of loans 2,882 23 2,905 1,003

As a reduction of securities borrowed 112 0 112 70

Subtotal 3,016 23 3,039 1,101

Included in other liabilities related to provisions for contingent claims 31 0 31 63

Total allowances and provisions for credit losses 3,047 23 3,070 1,164

Note 10 Securities borrowing, securities lending, repurchase and reverse repurchase agreements

 
 
 
 

Balance sheet assets

CHF million

Cash collateral on  
securities borrowed

31.12.08

Reverse repurchase  
agreements

31.12.08

Cash collateral on 
securities borrowed

31.12.07

Reverse repurchase 
agreements

31.12.07

By counterparty

Banks 17,523 110,254 48,480 221,575

Customers 105,374 114,393 158,583 155,353

Total 122,897 224,648 207,063 376,928

The Group enters into collateralized reverse repurchase and 
repurchase agreements and securities borrowing and securi-
ties lending transactions that may result in credit exposure in 
the event that the counterparty to the transaction is unable 
to fulfill its contractual obligations. The Group controls  credit 

risk associated with these activities by monitoring counter-
party credit exposure and collateral values on a daily basis 
and requiring additional collateral to be deposited with or 
returned to the Group when deemed necessary.

Balance sheet liabilities

CHF million

Cash collateral on  
securities lent

31.12.08

Repurchase  
agreements

31.12.08

Cash collateral on 
securities lent

31.12.07

Repurchase  
agreements

31.12.07

By counterparty

Banks 12,181 36,088 29,512 139,156

Customers 1,881 66,473 2,109 166,731

Total 14,063 102,561 31,621 305,887
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CHF million 31.12.08 31.12.07

Trading portfolio assets

Debt instruments

Government and government agencies

Switzerland 121 437

United States 31,366 86,684

Japan 46,049 51,137

Other 38,160 52,993

Banks

Listed 1 12,450 28,923

Unlisted 10,725 13,594

Corporates

Listed 1 41,690 153,416

Unlisted 44,301 150,768

Total debt instruments 224,862 537,952

thereof pledged as collateral with central banks 5,541 3,252

thereof pledged as collateral (excluding central banks) 56,612 152,704

thereof pledged as collateral and can be repledged or resold by counterparty 30,903 88,866

Equity instruments

Listed 1 70,713 181,034

Unlisted 6,545 25,968

Total equity instruments 77,258 207,002

thereof pledged as collateral 15,849 26,870

thereof can be repledged or resold by counterparty 9,312 25,325

Precious metals and other commodities 2 9,934 29,418

Total trading portfolio assets 312,054 774,372

Trading portfolio liabilities

Debt instruments

Government and government agencies

Switzerland 129 171

United States 18,914 50,659

Japan 2,344 13,557

Other 12,656 27,335

Banks

Listed 1 4,235 8,806

Unlisted 119 873

Corporates

Listed 1 8,961 15,076

Unlisted 1,984 3,949

Total debt instruments 49,342 120,426

Equity instruments 13,089 44,362

Total trading portfolio liabilities 62,431 164,788

1 Includes financial instruments which are exchanged in representative markets, as defined by Art. 4d of the ordinance concerning capital adequacy and risk diversification for banks and securities  traders 
(“Eigenmittelverordnung”, ERV), issued by the Swiss Financial Market Supervisory Authority (FINMA).  2 Other commodities predominantly consist of energy.

The Group trades in debt instruments (including money 
 market paper and tradable loans), equity instruments, pre-
cious metals, other commodities and derivatives to meet the 
financial needs of its customers and to generate revenue. 

Refer to Note 23 for derivative instruments. The table below 
represents a pure accounting view. It does not reflect hedges 
and other risk-mitigating factors and the amounts must 
therefore not be considered risk exposures.

Note 11 Trading portfolio
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Note 12 Financial assets designated at fair value

CHF million 31.12.08 31.12.07

Loans 4,500 3,633

Structured loans 653 483

Reverse repurchase and securities borrowing agreements

Banks 4,321 4,289

Customers 2,329 1,232

Other financial assets 1,079 2,128

Total financial assets designated at fair value 12,882 11,765

 
 
 
 
 

CHF million 31.12.08 31.12.07

Notional amount of loans and structured loans 6,186 4,166

Credit derivatives related to loans and structured loans – notional amounts 1 4,314 3,351

Credit derivatives related to loans and structured loans – fair value 1 547 59

Additional Information

For the year ended
Cumulative from inception until  

the year ended

CHF million 31.12.08 31.12.07 31.12.08 31.12.07

Change in fair value of loans and structured loans designated at 
fair value, attributable to changes in credit risk 2 (668) (87) (659) (98)

Change in fair value of credit derivatives and similar instruments 
which mitigate the maximum exposure to credit loss of loans and 
structured loans designated at fair value 2 486 58 547 59

1 Credit derivatives and similar instruments include credit default swaps, credit linked notes, total return swaps, put options, and similar instruments. These are generally used to manage credit risk when 
UBS has a direct credit exposure to the counterparty, which has not otherwise been collateralized.  2 Current and cumulative changes in the fair value of loans attributable to changes in their credit risk 
are only calculated for those loans oustanding at balance sheet date. Current and cumulative changes in the fair value of credit derivatives hedging such loans include all the derivatives which have been 
used to mitigate credit risk of these loans since designation at fair value. For loans reported under the fair value option, changes in fair value due to changes in the credit standing of the borrower are 
calculated using counterparty credit information obtained from independent market sources.

The maximum exposure to credit loss of all items in the 
above table except for Other financial assets is equal to the 
fair value (CHF 11,803 million at 31 December 2008 and 
CHF 9,637 million at 31 December 2007). Other financial 
assets are generally comprised of equity investments and are 
not directly exposed to credit risk. The maximum exposure to 

credit loss at 31 December 2008 and 31 December 2007  
is mitigated by collateral of CHF 6,335 million and CHF  
5,830 million, respectively.

The amount by which credit derivatives or similar instru-
ments mitigate the maximum exposure to credit loss of loans 
and structured loans designated at fair value is as follows:
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Note 14 Investments in associates

CHF million 31.12.08 31.12.07

Carrying amount at the beginning of the year 1,979 1,523

Additions 807 1,656

Disposals (1,307) (846)

Transfers (422) (367)

Income 12 137

Impairments (18) (17)

Dividends paid (34) (42)

Foreign currency translation (125) (65)

Carrying amount at the end of the year 892 1,979

Significant associated companies of the Group had the following balance sheet and income statement totals on an aggre-
gated basis, not adjusted for the Group's proportionate interest. Refer to Note 34 for a list of significant associates.

CHF million 31.12.08 31.12.07

Assets 4,272 9,189

Liabilities 3,448 2,524

Revenues 1,211 1,228

Net profit 198 321

Note 13 Financial investments available-for-sale

CHF million 31.12.08 31.12.07

Money market paper 2,165 349

Other debt instruments

Listed 1 322 317

Unlisted 1,080 717

Total 1,402 1,034

Equity instruments

Listed 1 258 1,865

Unlisted 1,423 1,718

Total 1,681 3,583

Total financial investments available-for-sale 5,248 4,966

Net unrealized gains (losses) – before tax 403 1,900

Net unrealized gains (losses) – after tax 349 1,503

1 Includes financial instruments which are exchanged in representative markets, as defined by Art. 4d of the ordinance concerning capital adequacy and risk diversification for banks and securities  traders 
(“Eigenmittelverordnung”, ERV), issued by the Swiss Financial Market Supervisory Authority (FINMA).
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Note 15 Property and equipment

At historical cost less accumulated depreciation

CHF million
Own-used 
properties

Leasehold 
improve-

ments

IT, software  
and com-

munication

Other 
machines and 

equipment

Plant and 
manu-

facturing 
equipment

Projects in 
progress 31.12.08 31.12.07

Historical cost

Balance at the beginning of the year 9,242 3,297 4,604 885 29 666 18,723 18,477

Additions 196 265 334 75 0 311 1,181 1,727

Additions from acquired companies 0 1 6 0 0 0 7 6

Disposals / write-offs 1 (21) (138) (523) (80) (31) 0 (792) (1,008)

Reclassifications (28) 289 84 53 0 (620) (222) (76)

Foreign currency translation (101) (321) (419) (67) 2 (40) (945) (403)

Balance at the end of the year 9,289 3,393 4,086 867 0 317 17,952 18,723

Accumulated depreciation

Balance at the beginning of the year 5,121 1,969 4,022 540 27 0 11,679 11,578

Depreciation 2 332 312 497 100 0 0 1,241 1,253

Disposals / write-offs 1 (7) (88) (520) (54) (28) 0 (697) (873)

Reclassifications (160) (4) 0 0 0 0 (164) (14)

Foreign currency translation (14) (159) (387) (40) 2 0 (598) (266)

Balance at the end of the year 5,272 2,031 3,612 546 0 0 11,461 11,678

Net book value at the end of the year 3 4,017 1,362 475 321 0 317 6,491 7,045

1 Includes write-offs of fully depreciated assets.  2 In 2008, amounts include CHF 103 million impairments of own-used property, CHF 13 million impairments of leasehold improvements, CHF 1 million 
impairments of IT, software and communication and CHF 14 million impairments of other machines and equipment.  3 Fire insurance value of property and equipment is CHF 14,166 million (2007: CHF 
14,689 million).

Investment properties at fair value

CHF million 31.12.08 31.12.07

Balance at the beginning of the year 189 14

Additions 37 182

Sales 0 0

Revaluations (6) 7

Foreign currency translation (5) (14)

Balance at the end of the year 215 189
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At 31 December 2008, the following four segments carried 
goodwill: Wealth Management International & Switzerland 
(CHF 1.6 billion), Wealth Management US (CHF 3.7 billion), 
Global Asset Management (CHF 2.0 billion), and Investment 
Bank (CHF 4.3 billion). For the purpose of testing goodwill 
for  impairment, UBS considers each of these  segments as a 
separate cash-generating unit, and determines the re cov-
erable amount of a segment on the basis of value in use.

The ongoing crisis in the financial markets dramatically 
changed industry dynamics, and the related decrease in mar-
ket capitalization of UBS made it necessary during 2008 to 
review whether there was indication that goodwill allocated 
to its cash generating units was impaired. At 31 December 
2008, equity attributable to UBS shareholders stood at CHF 
33 billion. UBS’s market capitalization, excluding the impact 
of the issued MCNs, amounted to CHF 44 billion at 31 De-
cember 2008. On the basis of the impairment testing meth-
odology described below, UBS concluded that the year-end 
2008 balances of goodwill allocated to all its segments re-
main recoverable.

Methodology for goodwill impairment testing
The recoverable amount is determined using a proprietary 
model based on discounted cash flows, which has been 
adapted to give effect to the special features of the banking 
business and its regulatory environment. The recoverable 
amount is determined by estimating streams of earnings 
available to shareholders in the next five years, discounted to 
their present values. The terminal value reflecting all periods 

beyond the fifth year is calculated on the basis of the esti-
mated individual return on equity for each segment, which is 
derived from the forecast fifth-year profit, the underlying 
 equity, the cost of equity and the long-term growth rate. The 
recoverable amount of a segment is the sum of earnings 
available to shareholders from the first five years and the 
terminal value. In 2007, the recoverable amount was based 
on the discounted estimated streams of earnings determined 
in a rolling forecast process for the next four quarters and 
the terminal value. The five-year period for the cash flow 
projections applied in 2008 is considered a more appropriate 
measure, given the currently volatile market environment 
and the uncertainties in the short-term outlook.

Assumptions
The model is most sensitive to changes in the forecast earn-
ings available to shareholders in years one to five, the esti-
mated return on equity, the underlying equity, the cost of 
equity and to changes in the long-term growth rate. The ap-
plied long-term growth rate is based on long-term risk-free 
interest rates. Earnings available to shareholders are estimat-
ed based on forecast results, which takes into account busi-
ness initiatives and planned capital investments, and returns 
to shareholders. Valuation parameters used within the 
Group’s impairment test model are linked to external market 
information, where applicable. Management believes that 
reasonable changes in key assumptions used to determine 
the recoverable amounts of all segments will not result in an 
impairment situation.

Note 16 Goodwill and intangible assets

Discount rate

In % 31.12.08 31.12.07

Wealth Management International & Switzerland 9.5 9.0

Wealth Management US 11.5 10.5

Business Banking Switzerland 9.5 9.0

Global Asset Management 11.0 10.5

Investment Bank 13.0 11.5
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Goodwill Intangible assets

CHF million Total Infrastructure

Customer 
relationships, 

contractual 
rights and other Total 31.12.08 31.12.07

Historical cost

Balance at the beginning of the year 12,829 876 1,619 2,495 15,324 15,493

Additions and reallocations 495 0 90 90 585 612

Disposals (20) 0 (13) (13) (33) (3)

Write-offs 1 (356) 0 (116) (116) (472) (175)

Foreign currency translation (1,364) (52) (272) (324) (1,688) (603)

Balance at the end of the year 11,585 824 1,308 2,131 13,716 15,324

Accumulated amortization and impairment

Balance at the beginning of the year 0 315 471 786 786 720

Amortization 0 42 152 193 193 282

Impairment of goodwill and intangible assets 341 0 20 20 361 0

Disposals 0 0 (7) (7) (7) (3)

Write-offs 1 (356) 0 (116) (116) (472) (175)

Foreign currency translation 15 (19) (76) (95) (80) (38)

Balance at the end of the year 0 337 444 781 781 786

Net book value at the end of the year 11,585 487 864 1,350 12,935 14,538

1 Represents write-offs of fully amortized intangible assets and impaired goodwill for disposed business activities.

Investment Bank
On 31 December 2008, the reassessment of the goodwill of 
UBS’s Investment Bank, which has been most affected by the 
implications of the financial market crises, was a key focus. 
Goodwill allocated to the Investment Bank amounted to 
CHF 4.3 billion at 31 December 2008 (CHF 5.2 billion at 31 
December 2007). The reduction is due to an impairment of 
CHF 341 million of goodwill related to the US Municipal Se-
curities Business, which was closed in June 2008 (refer to 
Note 38 for details) and foreign currency translation effects.

In its review of the year-end 2008 goodwill balance, UBS 
considered the performance outlook of its Investment Bank 
division and the underlying business operations to resolve 
whether the recoverable amount for this unit covers its 
 carrying amount, based on the methodology described 
above. On this basis, UBS concluded that goodwill allocated 
to the Investment Bank remains recoverable on 31 Decem-
ber 2008. The conclusion was reached based on the forecast 
results which include those activities that are expected to 

generate positive cash flows in future years. The forecasts 
are based on an expectation that the economic environment 
will gradually improve over the next three years and reach an 
average growth level thereafter. The fair value obtained from 
the model calculation was subject to a stress test by decreas-
ing forecast cash flows by one third and at the same time 
increasing the discount rate by 3.5 percentage points to 
16.5%. The stress value covered the book value of the In-
vestment Bank. However, if the conditions in the financial 
markets and banking industry further deteriorate and turn 
out to be worse than anticipated in UBS’s performance fore-
casts, the goodwill carried in the Investment Bank business 
division may need to be impaired in future quarters.

Recognition of any impairment of goodwill would reduce 
IFRS Equity attributable to UBS shareholders and Net profit 
but it would not impact cash flows, as well as the BIS Tier 1 
capital, BIS total capital, and capital ratios of the UBS Group, 
as goodwill is required to be deducted from capital under 
the Basel II capital framework.
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Note 16 Goodwill and intangible assets (continued)

The following table presents the disclosure of goodwill and intangible assets by business unit for the year ended 31 Decem-
ber 2008.

CHF million

Balance at 
the beginning 

of the year

Additions 
and 

reallocations Disposals Amortization Impairment

Foreign 
currency 

translation

Balance  
at the end  
of the year

Goodwill

Wealth Management International & Switzerland 1,697 157 0 0 (205) 1,648

Wealth Management US 3,907 0 0 0 (228) 3,678

Business Banking Switzerland 0 0 0 0 0 0

Global Asset Management 2,000 338 0 0 (356) 1,982

Investment Bank 5,207 1 0 (341) (590) 4,277

Corporate Center 18 0 (20) 0 1 0

UBS 12,829 495 (20) (341) (1,379) 11,585

Intangible assets

Wealth Management International & Switzerland 288 58 0 (18) (20) (57) 251

Wealth Management US 729 0 0 (60) 0 (43) 626

Business Banking Switzerland 0 0 0 0 0 0 0

Global Asset Management 264 32 0 (33) 0 (77) 186

Investment Bank 422 0 0 (83) 0 (52) 286

Corporate Center 6 0 (6) 0 0 0 0

UBS 1,709 90 (6) (193) (20) (229) 1,350

The estimated, aggregated amortization expenses for intangible assets are as follows:

CHF million Intangible assets

Estimated, aggregated amortization expenses for:

2009 168

2010 153

2011 145

2012 125

2013 103

2014 and thereafter 656

Total 1,350

Note 17 Other assets

CHF million Note 31.12.08 31.12.07

Deferred tax assets 22 8,880 3,220

Settlement and clearing accounts 1,203 6,370

VAT and other tax receivables 330 454

Prepaid pension costs 2,922 3,009

Properties held for sale 981 1,145

Other receivables 4,495 6,114

Total other assets 18,811 20,312
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Balance sheet notes: liabilities

Note 18 Due to banks and customers

CHF million 31.12.08 31.12.07

Due to banks 125,628 145,762

Due to customers in savings and investment accounts 100,647 109,128

Other amounts due to customers 374,127 532,764

Total due to customers 474,774 641,892

Total due to banks and customers 600,402 787,654

Note 19 Financial liabilities designated at fair value and debt issued

Financial liabilities designated at fair value

CHF million 31.12.08 31.12.07

Bonds and compound debt instruments issued 92,446 183,143

Compound debt instruments – OTC 7,468 8,251

Loan commitments 1 1,632 459

Total 101,546 191,853

1 Loan commitments recognized as Financial liabilities designated at fair value, until drawn down and recognized as loans. See Note 1a) 7) for additional information.

Debt issued (held at amortized cost)

CHF million 31.12.08 31.12.07

Short-term debt: Money market paper issued 111,619 152,256

Long-term debt:

Bonds

Senior 67,298 52,265

Subordinated 12,769 14,129

Shares in bond issues of the Swiss Regional or Cantonal Bank’ Central Bond Institutions 2,418 199

Medium-term notes 3,150 3,228

Subtotal long-term debt 85,635 69,821

Total 197,254 222,077

At 31 December 2008, the contractual redemption amount 
at maturity of Financial liabilities designated at fair value 
through profit or loss was CHF 12.2 billion higher than the 

carrying value. At 31 December 2007, the contractual re-
demption amount at maturity of such liabilities approximat-
ed the carrying value. Refer to Note 1a) 7) for details.
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The Group uses interest rate and foreign exchange deriva-
tives to manage the risks inherent in certain debt issues (held 
at amortized cost). In the case of interest rate risk manage-
ment, the Group applies hedge accounting as discussed in 
Note 1a) 14) and Note 23 – Derivative Instruments and 
Hedge Accounting. As a result of applying hedge account-
ing, at 31 December 2008 and 31 December 2007, the car-
rying value of debt issued was CHF 904 million higher and 
CHF 138 million higher, respectively, reflecting changes in 
fair value due to interest rate movements.

The Group issues both CHF and non-CHF denominated 
fixed-rate and floating-rate debt.

Subordinated debt securities are unsecured obligations of 
the Group that are subordinated in right of payment to all 
present and future senior indebtedness and certain other 
obligations of the Group. At 31 December 2008 and 31 De-
cember 2007, the Group had CHF 12,769 million and CHF 

14,129 million, respectively, in subordinated debt. Subordi-
nated debt usually pays fixed interest annually or floating 
rate interest based on three-month or six-month London 
 Interbank Offered Rate (LIBOR) and provides for single prin-
cipal payments upon maturity.

At 31 December 2008 and 31 December 2007, the Group 
had CHF 165,312 million and CHF 238,835 million, respec-
tively, in unsubordinated debt (excluding money market pa-
per, compound debt instruments – OTC and loan commit-
ments designated at fair value).

The following table shows the split between fixed-rate 
and floating-rate debt issues based on the contractual terms. 
However, it should be noted that the Group uses interest 
rate swaps to hedge many of the fixed-rate debt issues, 
which changes their repricing characteristics into those of 
floating-rate debt.

Note 19 Financial liabilities designated at fair value and debt issued (continued)

Contractual maturity dates

CHF million, except where indicated 2009 2010 2011 2012 2013 2014–2018 Thereafter
Total  

31.12.08
Total 

31.12.07

UBS AG (Parent Bank)

Senior debt

Fixed rate 49,415 11,706 6,041 6,626 10,994 17,170 1,627 103,579 155,432

Interest rates (range in %) 0–9.90 0–9.70 0–9.955 0–9.66375 0–9.75 0–9.90 0–9.75

Floating rate 33,808 4,939 3,979 6,455 4,683 7,881 19,255 81,000 131,714

Subordinated debt

Fixed rate 465 5,665 2,745 8,875 9,789

Interest rates (range in %) 6.0–6.0 2.375–7.375 4.5–8.75

Floating rate 3,820 3,820 4,340

Subtotal 83,688 16,645 10,020 13,081 15,677 34,536 23,627 197,274 301,275

Subsidiaries

Senior debt

Fixed rate 60,092 2,904 8,459 813 377 1,010 9,348 83,003 76,863

Interest rates (range in %) 0–9.03 0–9.0 0–8.375 0–8.495 0–9.0 0–9.494 0–9.829

Floating rate 3,505 2,548 2,000 1,033 783 4,303 4,277 18,449 35,792

Subordinated debt

Fixed rate 74 74 0

Interest rates (range in %) 6.25–6.25

Floating rate 0 0

Subtotal 63,671 5,452 10,459 1,846 1,160 5,313 13,625 101,526 112,655

Total 147,359 22,097 20,479 14,927 16,837 39,849 37,252 298,800 413,930

The table above indicates fixed interest rate coupons ranging 
from 0 up to 9.955% on the Group’s bonds. The high or low 
coupons generally relate to structured debt issues prior to 
the separation of embedded derivatives. As a result, the stat-

ed interest rate on such debt issues generally does not reflect 
the effective interest rate the Group is paying to service its 
debt after the embedded derivative has been separated and, 
where applicable, the application of hedge accounting.
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Note 20 Other liabilities

CHF million Note 31.12.08 31.12.07

Provisions 21 2,727 1,716

Provisions for contingent claims 9b 31 63

Current tax liabilities 1,192 2,000

Deferred tax liabilities 22 1,470 2,429

VAT and other tax payables 1,022 1,079

Settlement and clearing accounts 3,089 7,476

Amounts due under unit-linked investment contracts 13,051 27,455

Other payables 1 11,384 19,278

Total other liabilities 33,965 61,496

1 The most significant individual items included in other payables are third party interests of consolidated limited partnerships of CHF 3.1 billion, contingent payments for the acquisition of Pactual in 
2006, and liabilities from cash-settled employee compensation plans.
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Litigation
UBS Group operates in a legal and regulatory environment 
that exposes it to potentially significant litigation risks. As a 
result, UBS is involved in various disputes and legal proceed-
ings, including litigation, arbitration, and regulatory and 
criminal investigations. Such cases are subject to many un-
certainties, and their outcome is often difficult to predict, 
including the impact on the operations or financial state-
ments, particularly in the earlier stages of a case. In certain 
circumstances, to avoid the expense and distraction of legal 
proceedings, UBS may, based on a cost-benefit analysis, 
 enter into a settlement even though UBS denies any wrong-
doing. The Group makes provisions for cases brought against 
it only when after seeking legal advice, in the opinion of 
management, it is probable that a liability exists, and the 
amount can be reasonably estimated. No provision is made 
for claims asserted against the Group that in the opinion of 
management are without merit and where it is not likely that 
UBS will be found liable.

At 31 December 2008, UBS is involved in the following 
legal proceedings which could be material to the Group:
a) Tax Shelter Investigation: In connection with a criminal in-

vestigation of tax shelters, the United States Attorney’s 
 Office for the Southern District of New York (US Attorney’s 
Office) continues to examine certain tax-oriented transac-
tions in which UBS and others engaged between 1996 and 
2000. UBS is continuing to cooperate in this investigation.

b) Municipal Bond: In November 2006, UBS and others 
 received subpoenas from the US Department of Justice, 
Antitrust Division, and the US Securities and Exchange 
Commission (SEC) seeking information relating to deriva-
tive transactions entered into with municipal bond issuers 
and to the investment of proceeds of municipal bond 

 issuances. Both investigations are ongoing, and UBS is 
 cooperating. In addition, various state Attorneys General 
have issued subpoenas seeking similar information. In the 
SEC investigation, on 4 February 2008, UBS received a 
“Wells notice” advising that the SEC staff is considering 
recommending that the SEC bring a civil action against 
UBS AG in connection with the bidding of various finan-
cial instruments associated with municipal securities. Un-
der the SEC’s Wells process, UBS will have the opportu-
nity to set forth reasons of law, policy or fact why such an 
action should not be brought.

c) HealthSouth: UBS is defending itself in two putative secu-
rities class actions brought in the US District Court of the 
Northern District of Alabama by holders of stock and 
bonds in HealthSouth Corp. In October 2008, UBS agreed 
to settle derivative litigation brought on behalf of Health-
South in Alabama State Court. Due to existing insurance 
coverage this settlement has no impact on UBS’s result in 
2008.

d) Parmalat: UBS has been facing multiple proceedings 
 arising out of the Parmalat insolvency. In June 2008, UBS 
settled all civil claims brought by Parmalat in its capacity 
as Assumptor in composition with creditors and Mr.  Bondi 
(Extraordinary Commissioner of Parmalat S.p.A. and  other 
Parmalat companies under extraordinary administration) 
for EUR 185 million. Other civil claims by third parties 
have automatically terminated as a result of termination 
of criminal proceedings in Milan (with the exception of 
some costs issues which are the subject of appeals to 
Court of Cassation) and will also do so in Parma when the 
time for filing an appeal expires, unless an appeal has 
been lodged in the meantime.

Note 21 Provisions and litigation

CHF million Operational 1 Litigation 2,3 Other 4
Total

31.12.08
Total

31.12.07

Balance at the beginning of the year 298 474 944 1,716 1,703

Additions from acquired companies 0 1 0 1 0

Increase in provisions recognized in the income statement 473 3,069 460 4,002 742

Release of provisions recognized in the income statement (182) (143) (203) (528) (216)

Provisions used in conformity with designated purpose (318) (990) (73) (1,381) (570)

Capitalized reinstatement costs 0 0 (21) (21) 6

Disposal of subsidiaries 0 0 0 0 (16)

Reclassifications 0 (980) 1 (979) 155

Foreign currency translation (1) (13) (69) (83) (88)

Balance at the end of the year 270 1,418 1,039 2,727 1,716

1 Includes provisions for litigation resulting from security risks and transaction processing risks.  2 Includes litigation resulting from legal, liability and compliance risks.  3 In 2008 Global Wealth 
 Management and Business Banking made a provision of CHF 1,464 million (USD 1,363 million) for the expected costs of the repurchase of auction rate securities (ARS), including fines. In the fourth 
quarter, after the provision was partially applied for repurchases of ARS, an amount of CHF 968 million (USD 908 million), excluding fines, was reclassified to Negative replacement values (refer to  
Note 23 for details). In addition a provision of CHF 917 million (USD 780 million) was made in connection with UBS’s US cross-border case.  4 Includes reinstatement of costs for  leasehold improvement 
which amounted to CHF 167 million on 31 December 2008 (CHF 233 million on 31 December 2007), provisions for onerous lease contracts, provisions for employee benefits (service anniversaries and 
sabbatical leaves) and other items.
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e) Auction Rate Securities: UBS was sued by three state regu-
latory authorities and was the subject of investigations 
by the SEC and other regulators, relating to the marketing 
and sale of Auction Rate Securities (ARS) to clients and to 
UBS’s role and participation in ARS auctions. UBS also has 
been named in several putative class actions and individual 
civil suits and a large number of individual arbitrations. The 
regulatory actions and investigations and the class actions 
followed the disruption in the markets for these securities 
and related auction failures since mid-February 2008. 
Plaintiffs and the regulators are generally seeking rescis-
sion, i. e., for UBS to purchase the ARS that UBS sold to 
them at par value, as well as compensatory damages, dis-
gorgement of profits and in some cases penalties. In May 
2008, UBS entered into a settlement with the Massachu-
setts Attorney General in which UBS agreed to buy back 
USD 36 million in auction rate securities that had been sold 
to general purpose municipal accounts but were impermis-
sible investments for those accounts. On 8 August 2008, 
UBS entered into settlements in principle with the SEC, 
the New York Attorney General (NYAG) and other state 
agencies represented by the North  American Securities Ad-
ministrators Association (NASAA), including the Massa-
chusetts Securities Division (MSD), whereby UBS agreed to 
offer to buy back ARS from eligible customers within cer-
tain time frames, and to pay penalties of USD 150 million 
(USD 75 million to the NYAG, USD 75 million to the other 
states). On 2 October 2008, UBS finalized its settlement 
with the MSD, on 11 December 2008 with the SEC and 
the NYAG, and UBS is continuing to finalize agreements 
with the other state regulators. UBS’s offer to purchase 
back ARS was done by a registered securities offering 
 effective 7 October 2008. UBS’s settlement is largely in line 
with similar industry  regulatory settlements; however, UBS 
is the only firm of its major competitors that offered to 
purchase ARS from institutional clients before a date cer-
tain. UBS’s settlement with the SEC and MSD requires 
UBS to offer to buy eligible ARS from eligible institutional 
clients by no later than 30 June 2010. Settlements with the 
other NASAA states are being worked out. The NYAG set-
tlement does not reference a date certain, but contains 
language similar to other industry settlements requiring 
that UBS make ‘best efforts’ to provide liquidity solutions 
for institutional investors. The NYAG and SEC continue to 
investigate individuals affiliated with UBS who traded in 
ARS or who had responsibility for disclosures. On 7 Octo-
ber 2008, the NYAG announced a settlement with the for-
mer  Investment Bank Global General Counsel relating to 
his trading of ARS allegedly in violation of New York’s 
 Martin Act. The former Investment Bank Global General 
Counsel  neither admitted nor denied the state’s allega-
tions, but agreed to certain penalties and sanctions.

f) US Cross-Border: UBS AG has been responding to a num-
ber of governmental inquiries and investigations  relating 
to its cross-border private banking services to US private 
clients during the years 2000–2008. In particular, the US 
Department of Justice (DOJ) has been examining whether 
certain US clients sought, with the assistance of UBS  client 
advisors, to evade their US tax obligations by avoiding 
restrictions on their securities investments imposed by the 
Qualified Intermediary Agreement (QIA) UBS entered into 
with the US Internal Revenue Service (IRS) in 2001. DOJ 
and IRS are also have been examining whether UBS AG 
has been compliant with withholding obligations in rela-
tion to sales of non-US securities under the Deemed Sales 
and Paid In US tax regulations. A former UBS AG client 
advisor pleaded guilty to one count of conspiracy to de-
fraud the United States and the IRS in connection with 
providing investment and other services to a US person 
who is alleged to have evaded US income taxes on  income 
earned on assets maintained in, among other places, a 
former UBS AG account in Switzerland. In November 
2008, the CEO of Global WM&BB was indicted by a US 
federal grand jury sitting in the Southern District of Flori-
da on one count of conspiring to defraud the IRS in viola-
tion of US law. Among other things, the indictment al-
leges that the CEO of Global WM&BB had involvement in 
the operation and maintenance of the US cross-border 
business while knowing that such business was being 
conducted in violation of certain US laws. The District At-
torney for the County of New York has issued a request 
for information seeking information located in the US 
concerning UBS’s cross-border business, including any in-
formation located in the US relating to clients of that 
business. Further, the IRS has delivered to UBS AG a no-
tice concerning alleged violations of the QIA which UBS is 
responding to under the applicable cure process. The SEC 
has been examining whether Swiss-based UBS client advi-
sors engaged in activities in relation to their US-domiciled 
clients that triggered an obligation for UBS Switzerland 
to register with the SEC as a broker- dealer and / or invest-
ment adviser. Finally, the Swiss Financial Market Supervi-
sory Authority (FINMA) investigated UBS’s cross-border 
servicing of US private clients under Swiss Banking Super-
visory legislation. The investigations also have been fo-
cused on the management supervision and control of the 
US cross-border business and the practices at issue. UBS 
has been working to respond in an appropriate and re-
sponsible manner to all of these investigations in an effort 
to achieve a satisfactory resolution of these matters. As 
announced on 17 July 2008, UBS will no longer provide 
securities and banking services to US-resident private 
 clients (including non-operating entities with US benefi-
ciaries) except through its SEC-registered affiliates. On 

Note 21 Provisions and litigation (continued)
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Note 21 Provisions and litigation (continued)

18 February 2009, UBS announced that it had entered 
into a Deferred Prosecution Agreement (DPA) with the 
DOJ and a Consent Order with the SEC. These agree-
ments resolve the above-described criminal and regula-
tory investigations by these authorities. As part of these 
settlement agreements, among other things: (i) UBS will 
pay a total of USD 780 million to the United States, USD 
380 million representing disgorgement of profits from 
maintaining the US cross-border business and USD 400 
million representing US federal backup withholding tax 
required to be withheld by UBS, together with interest 
and penalties, and restitution for unpaid taxes associated 
with certain account relationships involving fraudulent 
sham and nominee offshore structures and otherwise as 
covered by the DPA; (ii) UBS will complete the exit of the 
US cross-border business out of non-SEC registered enti-
ties, as announced in July 2008, which these settlements 
permit UBS to do in a lawful, orderly and expeditious 
manner; (iii) UBS will implement and maintain an en-
hanced program of internal controls with respect to com-
pliance with its obligations under its Qualified Intermedi-
ary (QI) Agreement with the Internal Revenue Service 
(IRS), as well as a revised Legal and Compliance gover-
nance structure in order to strengthen independent legal 
and compliance controls; and (iv) pursuant to an order is-
sued by FINMA, information was transferred to the DOJ 
regarding accounts of certain US clients as set forth in the 
DPA who, based on evidence available to UBS, appear to 
have committed tax fraud or the like within the meaning 
of the Swiss-US Double Taxation Treaty. Pursuant to the 
DPA, DOJ has agreed that any further prosecution of UBS 
will be deferred for a period of at least 18 months, sub-
ject to extension under certain circumstances such as UBS 
needing more time to complete the implementation of 
the exit of its US cross-border business. If UBS satisfies all 
of its obligations under the DPA, the DOJ will refrain 
 permanently from pursuing charges against UBS relating 
to the investigation of its US cross-border business. As 
part of the SEC resolution, the SEC filed a Complaint 
against UBS in Federal District Court in Washington, D.C., 
charging UBS with acting as an unregistered broker-deal-
er and investment advisor in connection with maintaining 
its US cross-border business. Pursuant to the Consent 
 Order, UBS did not admit or deny the allegations in that 
Complaint, and consented to the entry of a final judg-
ment that provides, among other things, that:  (i) UBS will 
pay USD 200 million to the SEC, representing disgorge-
ment of profits from the US cross-border business (this 
amount is included within, and not in addition to, the 
USD 780 million UBS is paying to the United States as 
described above); and (ii) UBS will complete its exit of 
the US cross-border business and will be permanently 

 enjoined from violating the SEC registration requirements 
by providing broker-dealer or investment advisory services 
to US persons through UBS entities not registered with 
the SEC.  
The DOJ and SEC agreements do not resolve issues con-
cerning the pending “John Doe” summons which the IRS 
served on UBS in July 2008. In this regard, on 19 February 
2009, the Civil Tax Division of the DOJ filed a civil petition 
for enforcement of this summons in US Federal District 
Court in Miami, through which it seeks an order directing 
UBS to produce information located in Switzerland re-
garding US clients who have maintained accounts with 
UBS in Switzerland without providing a Form W-9. On 
24 February 2009, the District Court issued a scheduling 
order pursuant to which a hearing will be held on 13 July 
2009. The DPA preserves UBS’s ability to defend fully its 
rights in connection with the IRS’s enforcement effort. 
UBS believes that it has substantial defenses, including 
that complying with the summons would constitute a vio-
lation of Swiss financial privacy laws, and intends to vig-
orously contest the enforcement of the summons. The 
resolution of the summons litigation could result in the 
imposition of substantial fines, penalties and / or other 
remedies. In addition, pursuant to the DPA, should UBS 
fail to comply with a final US court order directing it to 
comply with the summons after fully exhausting all rights 
to appeal, the DOJ may, after certain conditions have 
been satisfied, choose to pursue various remedies avail-
able for breach of the DPA. This may include charging 
UBS with conspiracy to commit tax fraud.  
Also on 18 February 2009, the FINMA published the re-
sults of the now concluded investigation conducted by 
the Swiss Federal Banking Commission (SFBC). The SFBC 
concluded, among other things, that UBS violated the 
 requirements for proper business conduct under Swiss 
banking law and issued an order barring UBS from pro-
viding services to US resident private clients out of non-
SEC registered entities. Further, the SFBC ordered UBS to 
enhance its control framework around its cross-border 
businesses, and announced that the effectiveness of such 
framework will be audited.

g) Sub-prime-related Matters: UBS is responding to a number 
of governmental inquiries and investigations, and is in-
volved in a number of litigations, arbitrations and disputes, 
related to the sub-prime crisis, sub-prime securities, and 
structured transactions involving sub-prime securities. 
These matters concern, among other things, UBS’s valua-
tions, disclosures, write-downs, underwriting, and contrac-
tual obligations. In particular, UBS has been in regular com-
munication with, and responding to inquiries by FINMA, its 
home country consolidated regulator, as well as the SEC 
and the United States Attorney’s Office for the Eastern Dis-



Fi
n

an
ci

al
 in

fo
rm

at
io

n

309

trict of New York (USAO), regarding some of these issues 
and others, including the role of  internal control units, gov-
ernance and processes around risk control and valuation of 
sub-prime instruments, compliance with public disclosure 
rules, and the business rationales for the launching and the 
reintegration of  Dillon Read Capital Management (DRCM). 
While FINMA concluded its investigation in October 2008, 
the investigation by the SEC and the USAO are ongoing. In 
addition, a consolidated class action was filed against UBS 
and a number of senior directors and officers in the South-
ern District of New York alleging securities fraud in connec-
tion with the firm’s valuations and disclosures  relating to 
sub-prime and asset-backed securities. UBS and a number 
of senior officers and directors have also been sued in a 
consolidated class action brought on  behalf of holders of 
UBS ERISA retirement plans in which there were purchases 
of UBS stock. Both class actions are in their early stages.

h) Madoff: In relation to the Madoff investment fraud, UBS, 
UBS (Luxembourg) SA and certain other UBS subsidiaries 
are responding to inquiries by a number of regulators, 
including FINMA and the Luxembourg Commission de 
surveillance du secteur financier (CSSF). CSSF has made 

inquiries concerning two third party funds established 
 under Luxembourg law the assets of which were man-
aged by Bernard L. Madoff Investment Securities LLC, and 
which now face severe losses. The documentation estab-
lishing both funds suggests that UBS entities act in vari-
ous capacities including custodian, administrator, man-
ager, distributor and promoter, and that UBS employees 
serve as board members. On 25 February 2009, the CSSF 
issued a communiqué with respect to the larger of the 
two funds, stating that UBS (Luxembourg) SA had failed 
to comply with its due diligence responsibilities as custo-
dian bank. The CSSF ordered UBS (Luxembourg) SA to 
review its infrastructure and procedures relating to its 
 supervisory obligations as custodian bank, but did not or-
der it to compensate investors. To date, very few investor 
claims have been filed, and most have related to unsatis-
fied redemption requests delivered to these funds prior to 
the revelation of the Madoff scheme. Further, certain cli-
ents of UBS Sauerborn (the KeyClient segment of UBS 
Deutschland AG) are exposed to Madoff-managed posi-
tions through third party funds and funds administered 
by UBS Sauerborn.

Note 21 Provisions and litigation (continued)
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Note 22 Income taxes

For the year ended

CHF million 31.12.08 31.12.07 31.12.06

Tax expense from continuing operations

Domestic

Current (336) 409 1,759

Deferred (7,282) (25) (107)

Foreign

Current 519 1,061 1,533

Deferred 262 (76) (187)

Total income tax expense from continuing operations (6,837) 1,369 2,998

Tax expense from discontinued operations

Domestic 1 (258) (12)

Foreign 0 0 1

Total income tax expense from discontinued operations 1 (258) (11)

Total income tax expense (6,836) 1,111 2,987

Of the deferred tax benefit in the income statement of CHF 
7,020 million, CHF 6,126 million relates to the recognition of 
incremental net deferred tax assets in respect of available tax 
losses. The incremental deferred tax assets mainly relate to 
Swiss tax losses incurred during the year (primarily due to the 
writedown of investments in US subsidiaries). The tax benefit 
was reduced by a decrease in the deferred tax asset recog-
nized for US tax losses.

The Group made net tax payments, including domestic 
and foreign taxes, of CHF 887 million, CHF 3,663 million, 
CHF 2,607 million in 2008, 2007 and 2006 respectively. The 
tax payments in 2008 include installment payments paid on 

estimated basis during the year, part of which are expected 
to be repaid because the final tax liability for the year is an-
ticipated to be less than the amounts paid.

The current tax expense for 2008 is net of tax benefits 
related to prior years of CHF 446 million. There were also 
deferred tax benefits related to prior years of CHF 44 mil-
lion giving total tax benefits relating to prior years of CHF 
490 million.

The components of operating profit before tax, and the 
differences between income tax expense reflected in the Fi-
nancial Statements and the amounts calculated at the Swiss 
statutory rate, are as follows:

For the year ended

CHF million 31.12.08 31.12.07 31.12.06

Operating profit from continuing operations before tax (27,758) (3,742) 14,119

Domestic 3,269 10,337 5,503

Foreign (31,027) (14,079) 8,616

Income taxes at Swiss statutory rate of 22% for 2008, 2007 and 2006 (6,107) (823) 3,106

Increase / (decrease) resulting from:

Applicable tax rates differing from Swiss statutory rate (7,056) (3,054) 799

Tax effects of losses not recognized 7,412 6,327 21

Previously unrecorded tax losses now utilized (10) (257) (676)

Lower taxed income (773) (1,587) (941)

Non-deductible goodwill and intangible asset amortization 160 15 21

Other non-deductible expenses 737 227 183

Adjustments related to prior years (490) (72) 316

Change in deferred tax valuation allowance (692) 279 (192)

Other items (17) 314 361

Income tax expense from continuing operations (6,837) 1,369 2,998



Fi
n

an
ci

al
 in

fo
rm

at
io

n

311

The change in the balance of net deferred tax assets and 
deferred tax liabilities does not equal the deferred tax 
 expense in those years. This is mainly due to the effects of 
exchange rate changes on tax assets and liabilities denom-
inated in currencies other than CHF. For the above purpos-
es, the valuation allowance represents amounts that are 
not expected to provide future benefits, either because 
they are offset against potential tax adjustments or due to 
insufficiency of future taxable income. The deferred tax as-
sets recognized at 31 December 2008 were as follows: 
Compensation and benefits: CHF 321 million; Tax loss 
carry- forwards: CHF 8,126 million; Trading assets: CHF 243 
million; and Other: CHF 190 million.

UBS AG Switzerland and certain overseas branches and 
subsidiaries of the Group have deferred tax assets related to 
tax loss carry-forwards and other items. Because the realiza-
tion of these assets is uncertain, the Group has established 
valuation  allowances of CHF 26,354 million (CHF 11,557 
million at 31 December 2007) mainly relating to US tax loss-
es. For entities that incurred  losses in either the current or 
preceding year, an amount of CHF 8,463 million is recog-
nized as deferred tax assets at 31 December 2008 (CHF 
2,363 million at 31 December 2007). These deferred tax as-
sets mainly relate to Swiss tax losses (primarily due to the 

writedown of investments in US subsidiaries) and US tax 
losses. Swiss tax losses can be carried forward for seven years 
and US federal tax losses for 20 years. The agreement which 
UBS entered into to transfer certain illiquid securities and 
other positions to a fund owned and controlled by the Swiss 
National Bank (refer to Note 38) materially reduced the 
Group’s exposures to US real estate related assets and hence 
provided additional evidence that future US taxable profits 
will be available against which part of the Group’s unused 
US tax losses can be utilized. A deferred tax asset has been 
recognized in respect of that portion of the US tax losses. 

The deferred tax assets  recognized at 31 December 2008 
in respect of tax losses have been based on profitability as-
sumptions over a five-year horizon. The expected future 
profitability is based on business plan assumptions taking 
into consideration uncertainties arising from the current ad-
verse economic environment. If the business plan earnings 
and assumptions in  following quarters substantially deviate 
from the current assumptions, the amount of existing de-
ferred tax assets may need to be adjusted. The Group pro-
vides for deferred income taxes on undistributed earnings of 
subsidiaries except to the extent that those earnings are in-
definitely invested. At 31 December 2008, CHF 413 million 
of such earnings were treated as indefinitely invested.

Note 22 Income taxes (continued)

Significant components of the Group’s gross deferred income tax assets and liabilities are as follows:

CHF million 31.12.08 31.12.07

Deferred tax assets

Compensation and benefits 1,534 3,370

Tax loss carry-forwards 32,834 10,385

Trading assets 608 163

Other 258 859

Total 35,234 14,777

Valuation allowance (26,354) (11,557)

Deferred tax assets recognized 8,880 3,220

Deferred tax liabilities

Compensation and benefits 111 470

Property and equipment 29 175

Financial investments and associates 206 690

Trading assets 244 498

Goodwill and intangible assets 289 173

Other 591 424

Deferred tax liabilities 1,470 2,429
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A derivative is a financial instrument, the value of which is 
derived from the value of another (“underlying”) financial 
instrument, an index or some other variable. Typically, the 
underlying is a share, commodity or bond price, an index 
value or an exchange or interest rate.

The majority of derivative contracts are negotiated as to 
amount (“notional”), tenor and price between UBS and its 
counterparties, whether other professionals or customers 
(over-the-counter (OTC) contracts).

Other derivative contracts are standardized in terms of 
their amounts and settlement dates and are bought and sold 
on organized exchanges (exchange-traded contracts).

The notional amount of a derivative is generally the quan-
tity of the underlying instrument on which the derivative 
contract is based and is the basis upon which changes in the 
value of the contract are measured. It provides an indication 
of the underlying volume of business transacted by the 
Group but does not provide any measure of risk.

Derivative instruments are carried at fair value, shown in 
the balance sheet as separate totals of Positive replacement 
values (assets) and Negative replacement values (liabilities), 
except for futures and exchange-traded options with daily 
margining, which are presented as receivables and payables. 
Positive replacement values represent the cost to the Group 
of replacing all transactions with a fair value in the Group’s 
favor if all the relevant counterparties of the Group were to 
default at the same time, assuming transactions could be 
replaced instantaneously. Negative replacement values rep-
resent the cost to the Group’s counterparties of replacing all 
their transactions with the Group with a fair value in their 
favor if the Group were to default. Positive and negative 
 replacement values on different transactions are only netted 

if the transactions are with the same counterparty, are de-
nominated in the same currency, and the cash flows will be 
settled on a net basis. Changes in replacement values of de-
rivative instruments are recognized in the income statement 
unless they meet the criteria for certain hedge accounting 
relationships, as explained in Note 1a) 14) Derivative instru-
ments and hedge accounting.

Types of derivative instruments
The Group uses the following derivative financial instru-
ments for both trading and hedging purposes.

Forwards and futures are contractual obligations to buy 
or sell financial instruments or commodities on a future date 
at a specified price. Forward contracts are tailor-made agree-
ments that are transacted between counterparties on the 
OTC market, whereas futures are standardized contracts 
transacted on regulated exchanges.

Swaps are transactions in which two parties exchange cash 
flows on a specified notional amount for a predetermined 
 period. Most swaps are traded OTC. The major types of swap 
transactions undertaken by the Group are as follows:
– Interest rate swap contracts generally entail the contract-

ual exchange of fixed-rate and floating-rate interest pay-
ments in a single currency, based on a notional amount 
and a reference interest rate, e. g. LIBOR.

– Cross-currency swaps involve the exchange of interest 
payments based on two different currency principal bal-
ances and reference interest rates and generally also en-
tail exchange of principal amounts at the start and / or 
end of the contract.

– Credit default swaps (CDSs) are the most common form 
of a credit derivative, under which the party buying pro-

Note 22 Income taxes (continued)

At 31 December 2008, tax losses totalling CHF 71,214 million which are not recognized as deferred tax  assets are available 
to be offset against potential tax adjustments or future taxable income.

The tax losses expire as follows:

CHF million 31.12.08

Within 1 year 1

From 2 to 4 years 19

After 4 years 71,195

Total 71,214

Note 23 Derivative instruments and hedge accounting
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Note 23 Derivative instruments and hedge accounting (continued)

tection makes one or more payments to the party selling 
protection in exchange for an undertaking by the seller to 
make a payment to the buyer following a credit event (as 
defined in the contract) with respect to a third-party  credit 
entity (as defined in the contract). Settlement following a 
credit event may be a net cash amount or cash in return 
for physical delivery of one or more obligations of the 
credit entity and is made regardless of whether the 
 protection buyer has actually suffered a loss. After a  credit 
event and settlement, the contract is terminated.

– Total rate of return swaps give the total return receiver 
exposure to all of the cash flows and economic benefits 
and risks of an underlying asset, without having to own 
the asset, in exchange for a series of payments, often 
based on a reference interest rate, e. g. LIBOR. The total 
return payer has an equal and opposite position.

– Metal swaps (precious metal swaps and base metal 
swaps) involve the purchase and sale of specific metals. 
A precious metal swap involves the purchase and sale of 
a specified metal with fixed notional amount and fixed 
price but different settlement dates. A base metal swap 
is the simultaneous purchase and sale of a specified met-
al with same settlement dates but different pricing 
terms.

Options are contractual agreements under which, typically, 
the seller (writer) grants the purchaser the right, but not 
the obligation, either to buy (call option) or to sell (put op-
tion) by or at a set date, a specified quantity of a financial 
instrument or commodity at a predetermined price. The 
purchaser pays a premium to the seller for this right. Op-
tions involving more complex payment structures are also 
transacted. Options may be traded OTC or on a regulated 
exchange and may be traded in the form of a security (war-
rant).

Credit derivatives
UBS’s credit derivative portfolio consists of credit default 
swaps and total return swaps. The total notional value of 
protection bought and sold during 2008 was CHF 2,136 bil-
lion and CHF 1,474 billion, respectively.

Commitment to acquire auction rate securities
In 2008, Wealth Management US recognized provisions of 
CHF 1,464 million, presented as general and administrative 
expenses in the income statement, for the expected cost of 
the repurchase of auction rate securities (ARSs) and related 
costs, including fines. The estimate of the expected cost was 
based on assumptions relating to the timing of the repur-

chase, the restructuring of the securities as well as the fair 
values of such securities.

In October, UBS proceeded with the implementation of 
the settlement agreements by registering with the US Secu-
rities and Exchange Commission the offering of ARS rights 
(in the legal form of securities) to  clients. The issued ARS 
rights provide eligible clients the right to sell ARS (put op-
tion), while UBS stipulated a right to call ARS from clients 
(as well as a litigation release from institutional clients). Pur-
suant to the issuance of the ARS rights, the commitment to 
repurchase ARS from clients was treated as a derivative. As 
a result, the provision, excluding fines, was reclassified to 
Negative replacement value. After reclassification, changes 
in the fair value of the commitment resulted in an addi-
tional CHF 172 million loss in Net trading income. As of 
31 December 2008, the fair value of the commitment rec-
ognized as negative replacement value was CHF 1,140 mil-
lion.

Derivatives transacted for trading purposes
Most of the Group’s derivative transactions relate to sales and 
trading activities. Sales activities include the structuring and 
marketing of derivative products to customers to enable them 
to take, transfer, modify or reduce current or expected risks. 
Trading activities include market making, positioning and arbi-
trage activities. Market making involves quoting bid and offer 
prices to other market participants with the intention of gen-
erating revenues based on spread and volume. Positioning 
means managing market risk positions with the expectation 
of profiting from favorable movements in prices, rates or indi-
ces. Arbitrage activities involve identifying and profiting from 
price differentials between the same product in different mar-
kets or the same economic factor in different products.

Derivatives transacted for hedging purposes
The Group enters into derivative transactions for the pur-
poses of hedging assets, liabilities, forecast transactions, 
cash flows and credit exposures. The accounting treatment 
of hedge transactions varies according to the nature of the 
instrument hedged and whether the hedge qualifies as such 
for accounting purposes.

Derivative transactions may qualify as hedges for account-
ing purposes. These are described under the corresponding 
headings in this note. The Group’s accounting policies for 
derivatives designated and accounted for as hedging instru-
ments are explained in Note 1a) 14) Derivative instruments 
and hedge accounting, where terms used in the following 
sections are explained.
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The Group has entered into CDSs that provide economic 
hedges for credit risk exposures in the loan and traded prod-
uct portfolios but do not meet the requirements for hedge 
accounting treatment.

The Group has also entered into a limited volume of inter-
est rate swaps and other interest rate derivatives (e. g. fu-
tures) for day-to-day economic interest rate risk manage-
ment purposes, but without applying hedge accounting. The 
fair value changes of such swaps are booked to Net trading 
income.

Note 23 Derivative instruments and hedge accounting (continued)

Fair value hedges
The Group’s fair value hedges principally consist of interest 
rate swaps that are used to protect against changes in the 
fair value of fixed-rate instruments (e. g. long-term-fixed 
rate debt issues) due to movements in market interest rates. 
The fair values of outstanding interest rate derivatives des-
ignated as fair value hedges were a CHF 883 million net 
positive replacement value at 31 December 2008 and a 
CHF 125 million net positive replacement value at 31 De-
cember 2007.

In addition, the Group entered into a fair value hedge ac-
counting relationship in 2005 using foreign exchange deriv-
atives to protect a certain portion of equity investments 
available-for-sale from foreign currency exposure. The time 
value associated with the FX derivatives is excluded from the 
evaluation of hedge ineffectiveness. The hedging relation-

ship was terminated in 2008 as a result of UBS’s disposal of 
its foreign currency investment, which was the hedged item 
in this hedge accounting relationship. The fair value of out-
standing FX derivatives designated as fair value hedges at 31 
December 2008 and 31 December 2007 was CHF 0 million 
for both years.

Fair value hedges of foreign exchange risk

For the year ended

CHF million 31.12.08 31.12.07 31.12.06

Gains / (losses) on hedging instruments 0 42 49

Gains / (losses) on hedged items attributable to the hedged risk 0 (44) (44)

Net gains / (losses) representing ineffective portions of fair value hedges 0 (2) 5

Fair value hedges of interest rate risk

For the year ended

CHF million 31.12.08 31.12.07 31.12.06

Gains / (losses) on hedging instruments 778 15 (28)

Gains / (losses) on hedged items attributable to the hedged risk (796) (11) 11

Net gains / (losses) representing ineffective portions of fair value hedges (18) 4 (17)

Fair value hedges of portfolio interest rate risk
The Group also applies fair value hedge accounting of port-
folio interest rate risk. The change in fair value of the 
hedged items is recorded separately from the hedged item 
on the balance sheet. The fair value of derivatives desig-
nated for this hedge method at 31 December 2008 was a 

CHF 765 million net negative replacement value and at 
31 December 2007 was a CHF 41 million net negative re-
placement value.

During 2008, UBS expanded the use of its method to 
hedge portfolio interest rate risk to include other Swiss mort-
gage loan portfolios.

Fair value hedge of portfolio of interest rate risk

For the year ended

CHF million 31.12.08 31.12.07 31.12.06

Gains / (losses) on hedging instruments (644) (37) (7)

Gains / (losses) on hedged items attributable to the hedged risk 688 30 7

Net gains / (losses) representing ineffective portions of fair value hedges 44 (7) 0
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Cash flow hedges of forecast transactions
The Group is exposed to variability in future interest cash 
flows on non-trading assets and liabilities that bear interest 
at variable rates or are expected to be refunded or reinvested 
in the future. The amounts and timing of future cash flows, 
representing both principal and interest flows, are projected 
for each portfolio of financial assets and liabilities, based on 
contractual terms and other relevant factors including esti-

mates of prepayments and defaults. The aggregate principal 
balances and interest cash flows across all portfolios over 
time form the basis for identifying the non-trading interest 
rate risk of the Group, which is hedged with interest rate 
swaps, the maximum maturity of which is 19 years.

The schedule of forecast principal balances on which the 
expected interest cash flows arise as of 31 December 2008 is 
shown below.

Forecasted cash flows

CHF billion < 1 year 1–3 years 3–5 years 5–10 years over 10 years

Cash inflows (assets) 247 443 309 250 19

Cash outflows (liabilities) 69 129 101 85 2

Net cash flows 178 314 208 165 17

Gains and losses on the effective portions of derivatives des-
ignated as cash flow hedges of forecast transactions are ini-
tially recorded in Equity as Net income recognized directly in 
equity and are transferred to current period earnings when 
the forecast cash flows affect net profit or loss. The gains 
and losses on ineffective portions of such derivatives are rec-
ognized immediately in the income statement. A CHF 108 
million loss, a CHF 443 million gain and a CHF 36 million loss 
were recognized in 2008, 2007 and 2006, respectively, due 
to hedge ineffectiveness.

As of 31 December 2008 and 2007, the fair values of 
outstanding derivatives designated as cash flow hedges of 
forecast transactions were a CHF 2,539 million net positive 
replacement value and a CHF 99 million net positive replace-
ment value, respectively. At the end of 2008 and 2007, un-
recognized income of CHF 86 million and CHF 135 million 
associated with de-designated hedging swaps remained de-
ferred in Equity. It will be removed from Equity when the 
hedged cash flows have an impact on net profit or loss, or 
when the forecasted cash flows are no longer expected to 
take place. In fourth quarter 2008, due to reductions in the 
volume of short term financial instruments, some of the 
forecasted cash flows previously included in the hedge rela-
tionships have been determined to no longer be expected to 
occur. Amounts reclassified from Net income recognized di-
rectly in Equity to current period earnings due to discontinu-
ation of hedge accounting were a CHF 49 million net gain in 
2008, a CHF 79 million net gain in 2007 and a CHF 132 mil-

lion net gain in 2006. These amounts were recorded in Net 
interest income.

Risks of derivative instruments
Derivative instruments are transacted in many trading port-
folios, which generally include several types of instruments, 
not just derivatives. The market risk of derivatives is man-
aged and controlled as an integral part of the market risk of 
these portfolios. The Group’s approach to market risk is de-
scribed in the audited “Market risk” section of this report.

Derivative instruments are transacted with many differ-
ent counterparties, most of whom are also counterparties 
for other types of business. The credit risk of derivatives is 
managed and controlled in the context of the Group’s over-
all credit exposure to each counterparty. The Group’s ap-
proach to credit risk is described in the audited “Credit risk” 
section of this report. It should be noted that, although the 
positive replacement values shown on the balance sheet 
can be an important component of the Group’s credit expo-
sure, the positive replacement values for a counterparty are 
rarely an adequate reflection of the Group’s credit exposure 
on its derivatives business with that counterparty. This is be-
cause, on the one hand, replacement values can increase 
over time (“potential future exposure”), while on the other 
hand, exposure may be mitigated by entering into master 
netting agreements and bilateral collateral arrangements 
with counterparties. Both the exposure measures used by 
the Group internally to control credit risk and the capital 

Note 23 Derivative instruments and hedge accounting (continued)
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requirements imposed by regulators reflect these additional 
factors. 

The replacement values presented on UBS’s balance sheet 
and in the tables on the next two pages include netting in 
accordance with IFRS requirements (refer to Note 1), which 
is more restrictive than netting guidance provided by the 
Swiss Financial Market Supervisory Authority (FINMA). The 
main difference of Swiss GAAP to IFRS is that Swiss GAAP 
netting is generally based on close-out netting arrangements 

which are enforceable in case of insolvency. The impact of 
such netting agreements on the gross replacement values 
shown in the tables on the next two pages is to reduce both 
positive and negative replacement values by CHF 652 billion 
and CHF 292 billion at 31 December 2008 and 2007, respec-
tively. As a result, positive replacement values after netting 
for UBS Group were CHF 202 billion at 31 December 2008 
and CHF 136 billion at 31 December 2007. 

Note 23 Derivative instruments and hedge accounting (continued)
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Note 23 Derivative instruments and hedge accounting1 (continued)

As of 31 December 2008 Term to maturity

Total  
PRV

Notional 
value

Total  
NRV

Notional 
value

Within 3 months 3–12 months 1–5 years over 5 years
CHF billion PRV 2 NRV 3 PRV NRV PRV NRV PRV NRV
Interest rate contracts
Over-the-counter (OTC) contracts

Forward contracts 2.1 2.2 3.8 4.1 0.3 0.4 0.0 6.2 1,544.9 6.7 1,584.5
Swaps 9.5 9.9 23.6 24.3 152.1 140.5 144.8 142.9 330.0 9,065.4 317.6 22,739.9
Options 4.0 3.7 6.6 7.0 14.3 15.7 12.6 16.5 37.4 498.4 43.0 595.5

Exchange-traded contracts 4

Futures 219.8 307.8
Options 0.8 0.8 0.5 0.5 0.1 0.1 1.4 6.4 1.4 8.7

Total 16.4 16.6 34.5 36.0 166.8 156.7 157.4 159.5 375.1 11,334.9 368.7 25,236.4
Credit derivative contracts
Over-the-counter (OTC) contracts

Credit default swaps 0.5 0.3 3.4 3.5 95.4 91.2 89.8 88.2 189.1 1,856.1 183.3 1,754.0
Total rate of return swaps 3.4 0.4 0.2 0.1 3.1 0.5 1.6 0.5 8.3 31.2 1.5 12.6

Total 3.9 0.7 3.6 3.6 98.4 91.7 91.4 88.8 197.4 1,887.2 184.8 1,766.7
Foreign exchange contracts
Over-the-counter (OTC) contracts

Forward contracts 21.0 22.8 8.4 10.6 1.6 1.1 0.1 0.1 31.2 468.1 34.5 485.6
Interest and currency swaps 72.1 74.5 36.2 33.8 34.9 39.2 27.1 26.5 170.3 2,047.4 173.9 1,868.4
Options 7.5 7.6 10.0 9.1 2.1 1.8 0.0 19.7 610.1 18.6 524.8

Exchange-traded contracts 4

Futures 1.7
Options 0.2 0.3 0.0 0.0 0.2 12.8 0.3 6.1

Total 101.0 105.2 54.6 53.5 38.7 42.1 27.2 26.6 221.5 3,138.3 227.3 2,886.5
Equity / index contracts
Over-the-counter (OTC) contracts

Forward contracts 1.9 1.6 2.0 1.8 2.2 2.0 0.2 0.3 6.4 68.5 5.7 40.1
Options 1.7 3.2 4.8 7.4 4.7 8.5 1.7 4.0 12.9 108.9 23.0 106.1

Exchange-traded contracts 4

Futures 15.3 18.2
Options 5.0 5.2 5.3 6.7 4.8 5.6 0.9 1.2 16.1 97.9 18.7 110.5

Total 8.6 10.0 12.1 16.0 11.7 16.1 2.9 5.5 35.3 290.5 47.4 275.0
Precious metals contracts
Over-the-counter (OTC) contracts

Forward contracts 0.8 0.7 0.6 0.5 0.5 0.4 0.0 0.1 1.8 13.1 1.7 14.1
Options 0.5 0.6 1.3 1.3 1.8 1.5 0.2 0.2 3.8 30.6 3.7 35.8

Exchange-traded contracts 4

Futures 0.6
Options 0.1 0.1 0.1 0.2 0.0 0.0 0.1 4.7 0.3 9.5

Total 1.3 1.4 1.9 2.0 2.3 1.9 0.3 0.4 5.8 48.4 5.7 60.0
Commodities contracts, excluding precious metals contracts
Over-the-counter (OTC) contracts

Forward contracts 2.2 1.7 3.7 3.2 1.4 1.2 0.9 1.0 8.2 26.1 7.1 19.0
Options 0.3 0.4 1.3 1.2 0.8 0.8 0.0 0.0 2.4 5.7 2.4 6.6

Exchange-traded contracts 4

Futures 13.5 0.0
Options 2.0 2.0 3.7 3.7 2.7 2.7 8.4 69.9 8.4 86.1

Total 4.5 4.1 8.8 8.1 4.8 4.6 0.9 1.0 19.0 115.2 17.9 111.8
Total derivative instruments 5,6 135.7 138.1 115.5 119.2 322.8 313.1 280.0 281.6 854.1 7 851.9 8

thereof commitments to repurchase auction rate securities 1.1 1.1 16.6
1 Bifurcated embedded derivatives are presented in the same balance sheet line as the host contract and are excluded from the table. Payables and receivables resulting from the valuation of regular way 
purchases and sales of financial assets between trade and settlement date are recognized as replacement values and therefore included in the table. PRVs and NRVs are categorized in the different time 
bands on the basis of the maximal duration of the derivative contract.   2 PRV: Positive replacement value.  3 NRV: Negative replacement value.  4 Exchange-traded products include own account 
trades only.  5 Total PRV and total NRV include approximately CHF 462 million and CHF 1,649 million, respectively for the option to purchase the SNB StabFund equity. Refer to Note 38.  6 Total NRVs 
include approximately CHF 1,058 million for the derivative component of the mandatory convertible notes issued to the Swiss Confederation in December 2008. Refer to Note 26.  7 The impact of 
netting agreements accepted by the Swiss Financial Market Supervisory Authority (FINMA) for capital adequacy calculations is to reduce positive replacement values to CHF 202,351 million.  8 The 
impact of netting agreements accepted by the FINMA for capital adequacy calculations is to reduce negative replacement values to CHF 200,055 million.
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Note 23 Derivative instruments and hedge accounting1 (continued)

As of 31 December 2007 Term to maturity

Total  
PRV

Notional 
value

Total  
NRV

Notional 
value

Within 3 months 3–12 months 1–5 years over 5 years

CHF billion PRV 2 NRV 3 PRV NRV PRV NRV PRV NRV

Interest rate contracts
Over-the-counter (OTC) contracts

Forward contracts 0.7 0.8 0.1 0.1 0.0 0.0 0.8 759.7 0.9 775.1

Swaps 4.9 5.4 7.9 8.1 52.4 55.1 77.3 69.0 142.4 12,527.7 137.6 15,835.8

Options 0.4 0.3 0.2 0.6 3.4 4.8 15.8 17.3 19.8 621.9 22.9 783.1

Exchange-traded contracts 4

Futures 367.7 1,705.0

Options 0.6 0.6 0.3 0.3 0.0 0.0 0.9 39.0 0.9 50.9

Total 6.5 7.0 8.5 9.2 55.9 59.9 93.0 86.3 163.9 14,316.0 162.4 19,149.9
Credit derivative contracts
Over-the-counter (OTC) contracts

Credit default swaps 0.2 0.2 6.5 6.0 60.9 62.5 26.8 30.9 94.4 2,509.7 99.6 2,662.6

Total rate of return swaps 0.4 0.3 0.1 0.2 2.5 2.8 7.9 3.2 10.9 56.6 6.6 131.7

Total 0.6 0.6 6.6 6.2 63.3 65.3 34.7 34.1 105.3 2,566.3 106.2 2,794.3
Foreign exchange contracts
Over-the-counter (OTC) contracts

Forward contracts 8.2 8.8 2.6 2.9 0.9 0.6 0.0 0.0 11.7 635.0 12.3 687.2

Interest and currency swaps 26.9 28.2 15.8 13.6 19.4 21.9 12.5 11.6 74.5 2,457.9 75.3 2,414.0

Options 4.8 4.4 5.9 5.5 1.3 1.3 0.1 0.1 12.1 759.2 11.3 747.7

Exchange-traded contracts 4

Futures 1.5 10.5

Options 0.1 0.1 0.0 0.0 0.1 0.0 0.1 4.5

Total 40.0 41.4 24.2 22.0 21.6 23.9 12.5 11.7 98.4 3,853.6 99.0 3,863.9
Equity / index contracts
Over-the-counter (OTC) contracts

Forward contracts 2.4 2.0 1.7 1.0 0.6 0.7 0.1 0.1 4.8 103.1 3.9 72.7

Options 3.1 4.2 4.7 9.1 5.4 12.1 1.2 3.5 14.5 113.5 28.9 177.9

Exchange-traded contracts 4

Futures 20.5 35.1

Options 6.1 6.2 7.9 8.7 6.5 7.2 0.2 0.3 20.8 158.6 22.4 166.9

Total 11.6 12.4 14.3 18.9 12.5 20.0 1.5 3.9 40.0 395.7 55.1 452.6
Precious metals contracts
Over-the-counter (OTC) contracts

Forward contracts 0.5 1.0 0.9 0.7 1.0 0.5 0.0 0.1 2.4 16.8 2.2 23.1

Options 0.5 1.0 1.1 1.1 1.8 1.7 0.2 0.1 3.6 36.6 4.0 42.5

Exchange-traded contracts 4

Futures 0.2

Options 0.1 0.1 0.2 0.2 0.0 0.0 0.4 18.5 0.4 9.5

Total 1.1 2.1 2.2 2.0 2.9 2.2 0.2 0.2 6.4 71.9 6.6 75.3
Commodities contracts, excluding precious metals contracts
Over-the-counter (OTC) contracts

Forward contracts 2.4 2.4 1.6 1.6 1.9 1.8 1.1 1.2 7.0 59.0 6.9 52.5

Options 0.5 0.5 0.9 1.2 0.9 1.0 0.1 0.1 2.4 11.4 2.8 13.5

Exchange-traded contracts 4

Futures 0.4 169.9

Options 1.6 1.5 2.3 2.3 1.0 0.7 4.9 88.7 4.5 92.6

Total 4.5 4.3 4.8 5.1 3.8 3.5 1.2 1.3 14.2 159.5 14.3 328.5
Total derivative instruments 64.4 67.8 60.6 63.3 160.0 174.8 143.2 137.6 428.25 443.56

1 Bifurcated embedded derivatives are presented in the same balance sheet line as the host contract and are excluded from the table. Payables and receivables resulting from the valuation of regular way 
purchases and sales of financial assets between trade and settlement date are recognized as replacement values and therefore included in the table. PRVs and NRVs are categorized in the different time 
bands on the basis of the maximal duration of the derivative contract.  2 PRV: Positive replacement value.  3 NRV: Negative replacement value.  4 Exchange-traded products include own account 
trades only.  5 The impact of netting agreements accepted by the Swiss Financial Market Supervisory Authority (FINMA) for capital adequacy calculations is to reduce positive replacement values to CHF 
135,846 million.  6 The impact of netting agreements accepted by the FINMA for capital adequacy calculations is to reduce negative replacement values to CHF 151,168 million.
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Note 24 Pledgeable off-balance-sheet securities

The Group obtains securities which are not recorded on the balance sheet with the right to sell or repledge them as shown 
in the table below.

CHF million 31.12.08 31.12.07

Fair value of securities received which can be sold or repledged 651,380 1,491,567

as collateral under reverse repurchase, securities borrowing and lending arrangements,  
derivative transactions and other transactions 621,981 1,396,768

in unsecured borrowings 29,399 94,799

thereof sold or repledged 430,670 1,118,305

in connection with financing activities 343,252 924,795

to satisfy commitments under short sale transactions 62,431 164,788

in connection with derivative and other transactions 24,987 28,722

Off-balance-sheet information

CHF million 31.12.08

Operating leases due

2009 1,034

2010 950

2011 848

2012 772

2013 634

2014 and thereafter 2,573

Subtotal commitments for minimum payments under operating leases 6,811

Less: Sublease rentals under non-cancellable leases 578

Net commitments for minimum payments under operating leases 6,233

Note 25 Operating lease commitments

At 31 December 2008, UBS was obligated under a number 
of non-cancellable operating leases for premises and equip-
ment used primarily for banking purposes. The significant 
premises leases usually include renewal options and escala-
tion clauses in line with general office rental market condi-
tions as well as rent adjustments based on price indices. 
However, the lease agreements do not contain contingent 

rent payment clauses and purchase options. The leases also 
do not impose any restrictions on UBS’s ability to pay divi-
dends, engage in debt financing transactions or enter into 
further lease agreements.

The minimum commitments for non-cancellable leases of 
premises and equipment are presented as follows:
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Note 25 Operating lease commitments (continued)

CHF million 31.12.08 31.12.07 31.12.06

Gross operating lease expense 1,215 1,251 1,170

from continuing operations 1,215 1,233 1,137

from discontinued operations 0 18 33

Sublease rental income from continuing operations 50 54 56

Net operating lease expense 1,165 1,197 1,114

from continuing operations 1,165 1,179 1,081

from discontinued operations 0 18 33

Operating lease contracts include non-cancellable long-term 
leases of office buildings in most UBS locations. At 31 De-
cember 2008, the minimum lease commitments for each 
of 12 office locations exceeded CHF 100 million and non- 

cancellable minimum lease commitments for each of two 
office locations in New Jersey and New York exceeded CHF 
500 million.
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Note 26 Capital increases and mandatory convertible notes

Additional information

Share capital increase
On 23 April 2008, the Annual General Meeting of share-
holders (AGM) approved a proposal that UBS strengthen its 
shareholders’ equity by way of an ordinary capital increase. 
The capital increase, completed in June 2008, was effected 
by granting existing shareholders rights to subscribe to seven 
new shares for 20 old shares at a price of CHF 21 per share. 
The capital increase was fully underwritten and resulted in 
the issue of 760,295,181 new fully paid registered shares 
with a par value of CHF 0.10 each. Net proceeds from the 
capital increase were approximately CHF 15.6 billion. The 
newly issued shares ranked pari passu in all respects with the 
existing registered shares immediately upon issue.

Issuance of mandatory convertible notes (MCNs)
March 2008 issuance
On 9 December 2007, UBS entered into an agreement with 
the Government of Singapore Investment Corporation Pte 
Ltd and an investor from the Middle East to issue mandatory 
convertible notes (MCNs) with a face value of CHF 13 billion. 
The MCNs were issued on 5 March 2008 after the share-
holders approved, at the Extraordinary General Meeting held 
on 27 February 2008, the creation of conditional capital in a 
maximum amount of 277,750,000 shares to be issued upon 
conversion of the MCNs. The MCNs counted as Tier 1 capital 
for regulatory capital purposes from the date of issue.

The MCNs have a coupon of 9% per annum and are 
 convertible into UBS shares after two years, with earlier 
 conversion options for the investors and UBS. The terms of 
the MCNs initially linked conversion to the share price at the 
date of conversion, with the minimum conversion price 
set at CHF 51.48 and the maximum conversion price at 
CHF 60.23 per share. Conversion prices were subject to 
anti- dilution adjustments in the event of certain corporate 
actions.

As a result of anti-dilution adjustments triggered by the 
June 2008 capital increase, the initial conversion prices were 
adjusted and the MCNs will be converted into a fixed num-
ber of 270,438,942 shares.

Under IFRS, the commitment to issue the MCNs to the 
two investors entered into by UBS on 9 December 2007 was 
subject to derivative accounting between the date the com-
mitment was entered into and the date of issuance on 
5 March 2008. The total change in the fair value of such 
commitment of approximately CHF 3,860 million was recog-
nized as a gain in 2008.

Pursuant to the adjustments to the conversion prices, the 
accounting treatment for the MCNs changed. Upon issu-
ance, the MCNs had been initially treated as a compound 
financial instrument consisting of a debt host and an embed-
ded equity component. After the adjustments to the conver-
sion prices, the MCNs have been treated as an equity instru-
ment, which resulted in the reclassification of CHF 12,382 
million from liability to Share premium in equity. In 2008, 
Share premium increased by approximately CHF 6,969 mil-
lion due to the MCNs and interest expense incurred was 
 approximately CHF 126 million. As of 31 December 2008, a 
liability representing the present value of the 9% coupon 
payments due on 5 March 2009 and 2010, respectively, was 
recorded for approximately CHF 2,297 million. Interest at a 
rate of 2.78% per annum continues to be accrued on the 
remaining liability.

December 2008 issuance
On 15 October 2008, UBS entered into an agreement with 
the Swiss Confederation to issue mandatory convertible 
notes (MCNs) with a face value of CHF 6 billion. The MCNs 
were issued on 9 December 2008 after the shareholders 
 approved, at the Extraordinary General Meeting held on 
27 November 2008, the creation of conditional capital in a 
maximum amount of 365,000,000 shares to be issued upon 
conversion of the MCNs. The MCNs counted as Tier 1 capital 
for regulatory capital purposes from the date of issue.

The MCNs pay a coupon of 12.5% per annum and are 
convertible into UBS shares after 30 months, with earlier 
conversion options for the note holders and UBS. Conver-
sion is linked to the share price at the time of conversion, 
with the minimum conversion price set at CHF 18.21 and the 
maximum conversion price set at CHF 21.31 per share. If the 
share price is at or below CHF 18.21, conversion will result in 
the issuance of the maximum number of shares which is 
329,447,681. If the share price is at or above CHF 21.31, 
conversion will result in issuance of a minimum number of 
shares of 281,579,096 plus an additional variable number of 
shares, provided however that the total number of shares to 
be issued will not exceed the maximum number of shares. If 
the share price is between the minimum and maximum con-
version prices, the MCNs will be converted into a variable 
number of shares by dividing CHF 6 billion by the market 
price determined immediately before conversion. Conver-
sion prices are subject to anti-dilution adjustments in the 
event of certain corporate actions.

321



Financial information
Notes to the consolidated financial statements

322

Note 26 Capital increases and mandatory convertible notes (continued)

Under IFRS, the commitment to issue the MCNs entered 
into by UBS on 15 October 2008 was subject to derivative 
accounting between the date the commitment was entered 
into and the date of issuance. Changes in the fair value of 
the commitment between 15 October 2008 and 9 Decem-
ber 2008 resulted in a gain of approximately CHF 329 million 
in 2008. The commitment was attributable to the equity 
component and was reclassified as a reduction to Share pre-
mium upon issuance of the MCNs.

Upon issuance, the MCNs were treated as a compound 
financial instrument consisting of a debt host and embedded 
equity and derivative components. The debt host was recog-
nized as a liability initially measured at fair value and ac-
counted for at amortized cost. The fair value of the debt host 

on 9 December 2008 was estimated at approximately CHF 
7,733 million. At 31 December 2008, the carrying value of 
the liability was approximately CHF 7,740 million and inter-
est expense recognized in 2008 amounted to approximately 
CHF 8 million. The fair value of the derivative component 
was determined to be approximately CHF 1,425 million, rec-
ognized as a negative replacement value. Subsequent chang-
es in the fair value of the derivative component resulted in a 
gain of approximately CHF 367 million in 2008. The equity 
component was attributed a fair value of approximately CHF 
3,158 million, recorded in equity as a reduction to Share 
 premium. The value of the equity component is not re- 
measured to fair value after 9 December 2008. 

Determination of fair values from quoted market prices or valuation techniques

31.12.08 31.12.07

CHF billion Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Trading portfolio assets 128.1 128.4 15.3 271.8 277.2 330.7 52.3 660.1

Trading portfolio assets pledged as collateral 25.4 13.2 1.6 40.2 57.4 48.5 8.3 114.2

Positive replacement values 5.1 811.2 37.8 854.1 6.8 407.4 14.0 428.2

Financial assets designated at fair value 1.1 11.2 0.6 12.9 1.8 10.0 11.8

Financial investments available-for-sale 2.4 1.2 1.6 5.2 1.2 2.4 1.4 5.0

Total assets 162.1 965.2 57.0 1,184.3 344.4 799.0 75.9 1,219.3

Trading portfolio liabilities 33.9 27.5 1.0 62.4 119.9 44.9 164.8

Negative replacement values 4.9 812.0 35.0 851.9 6.6 420.1 16.8 443.5

Financial liabilities designated at fair value 91.2 10.3 101.5 149.5 42.4 191.9

Total liabilities 38.8 930.7 46.3 1,015.8 126.5 614.5 59.2 800.2

Fair value is the amount for which an asset could be ex-
changed, or a liability settled, between knowledgeable, will-

ing parties in an arm’s length transaction. Refer to Note 1a) 
5) for an overview on the determination of fair value.

Financial instruments accounted for at fair value
For trading portfolio assets and liabilities, financial assets and 
liabilities designated at fair value and financial investments 
available-for-sale which are listed or otherwise traded in an 
active market, for exchange-traded derivatives, and for other 
financial instruments for which quoted prices in an active 
market are available, fair value is determined directly from 
those quoted market prices (level 1).

For financial instruments which do not have quoted mar-
ket prices directly available from an active market, fair values 
are estimated using valuation techniques or models, based 
wherever possible on assumptions supported by observable 
market prices or rates prevailing at the balance sheet date 
(level 2). This is the case for the majority of OTC derivatives, 

and for many unlisted and listed instruments which are not 
traded in active markets.

For some types of financial instruments, fair values can-
not be obtained directly from quoted market prices, or in-
directly using valuation techniques or models supported by 
observable market prices or rates. This is generally the case 
for certain complex or structured financial instruments and 
for private equity investments. In addition, the illiquidity of 
a broad range of financial instruments linked to the US res-
idential mortgage market, as well as US student loan ARSs, 
monolines, leveraged finance and others required an ex-
tended use of valuations based on partially or fully non-
market observable market inputs in the second half of 2007 
and 2008. In these cases, fair value is estimated indirectly 

Note 27 Fair value of financial instruments

a) Fair value measurements



Fi
n

an
ci

al
 in

fo
rm

at
io

n

323

using valuation techniques or models for which the inputs 
are reasonable assumptions, based on market conditions 
(level 3). 

In its valuations, UBS uses indices, where and to the ex-
tent appropriate. The most frequently applied pricing mod-
els and valuation techniques include forward pricing and 
swap models using present value calculations, option mod-
els such as the Black-Scholes model or generalizations of it, 
and credit models such as default rate models or credit 
spread models. The values derived from applying these tech-
niques are significantly affected by the choice of valuation 
model and the underlying assumptions made concerning 
factors such as the amounts and timing of future cash flows, 
discount rates, volatility and credit risk. Accrued interest is 
recognized as part of the fair value of financial instruments 
accounted for at fair value. Lock-up periods for equity invest-
ments are considered when determining fair value.

Refer to the description below of the impact from UBS’s 
own credit movements on financial liabilities accounted for 
at fair value. For the deferral and recognition of day 1 profit 
or loss, refer to Note 27d. For a description of the valuations 
of UBS’s positions related to the US student loan auction rate 
securities (which were reclassified to “loans and receivables” 
per 31 December 2008), monolines, US and non-US refer-
ence linked notes, and other instruments which were deter-
mined relevant for specific disclosure refer to Note 27c.

Reflection of counterparty credit risk in the valuation of 
traded debt instruments and derivative instruments
UBS incorporates the counterparty credit risk inherent in 
over-the-counter (OTC) derivatives transactions and traded 
debt instruments into its fair value estimates via the credit 
valuation adjustment (CVA). This amount represents the es-
timated market value of protection required to hedge credit 
risk from counterparties in UBS’s OTC derivatives portfolio 
and traded debt instruments, taking into account expected 
future exposures, collateral, and netting arrangements. The 
most significant component of the overall CVA is the portion 
related to monolines, discussed further below.

UBS’s own credit risk in the valuations of financial liabilities 
at fair value, including derivative liabilities
The Group’s own credit changes are reflected in valuations 
for those financial liabilities at fair value, including derivative 
liabilities, where the Group’s own credit risk would be con-
sidered by market participants and excludes fully collateral-
ized transactions and other instruments for which it is estab-
lished market practice not to include an entity-specific 
adjustment for own credit. This amount represents the esti-
mated difference in the market value of identical obligations 

issued by a riskless intermediary, relative to the market value 
of those obligations issued by UBS, as judged from the per-
spective of the holders of those obligations. Own credit 
changes were calculated based on a senior long-term debt 
curve generated from observed external pricing for funding 
associated with new senior debt issued by the Group, or rel-
evant secondary market transactions in senior long-term 
UBS debt. In the absence of issued debt, credit default swap 
spreads would be considered as well.

Disclosures on own credit for financial liabilities 
 designated at fair value
At 31 December 2008, the own credit gain for financial lia-
bilities designated at fair value still held at reporting date, 
predominantly issued structured products, amounts to CHF 
2,032 million (year-to-date) and CHF 2,953 million (life-to-
date). The life-to-date amount reduced the fair value of fi-
nancial liabilities designated at fair value at 31 December 
2008. Included in these amounts is the overall quantification 
of changes in fair value attributable to changes in UBS’s 
credit spread during the periods. In addition, it includes the 
credit effect of period changes in fair values attributable to 
factors other than credit spreads, including benchmark inter-
est rates, prices of financial instruments issued by third par-
ties, commodity prices, foreign exchange rates or index pric-
es or rates (i.e. credit effect of volume changes). The 
year-to-date 2008 own credit profit and loss including only 
the change in credit spread but excluding the credit effect of 
volume changes was a gain of CHF 3,993 million.

Reflection of market illiquidity in fair value determinations
Fair value estimates incorporate the effects of illiquidity in 
the relevant markets. Where trading prices are observable in 
such markets, these prices invariably include a liquidity or 
risk premium relative to what could be concluded on the 
basis of an actuarial assessment of credit loss potential. Valu-
ations based on models similarly incorporate liquidity or risk 
premiums either implicitly (e. g, by calibrating to market pric-
es that incorporate such premiums) or explicitly.

Valuation processes
There may be uncertainty about the accuracy of a valuation, 
resulting from the choice of the valuation technique or mod-
el used, the assumptions embedded in these models, the 
extent to which inputs are not market observable, or as a 
result of other elements affecting the valuation technique. 
Valuation adjustments, including model reserves, are applied 
to reflect these uncertainties and are deducted from the fair 
values produced by the models or other valuation tech-
niques. All models used for valuation undergo an internal 

Note 27 Fair value of financial instruments (continued)

a) Fair value measurements (continued)
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validation process before they are approved for use. Uncer-
tainties associated with the use of model-based valuations 
(both level 2 and level 3) are predominantly addressed 
through the use of model reserves. These reserves reflect the 
amounts that UBS estimates are appropriate to deduct from 
the valuations produced directly by the models to reflect un-
certainties in the relevant modeling assumptions and inputs 
used.

Based on UBS’s established fair value and model gover-
nance policies and the related controls and procedural safe-
guards the Group employs, management believes the result-

ing estimated fair values recorded in the balance sheet and 
the changes in fair values recorded in the income statement 
are reasonable and are the most appropriate at the balance 
sheet date.

Financial instruments accounted for at amortized cost
The following table reflects the estimated fair values for the 
Group’s instruments accounted for at amortized cost. Refer 
to Note 29 for an overview of financial assets classified as 
“loans and receivables” and financial liabilities accounted 
for at amortized cost.

31.12.08

CHF billion Carrying value Fair value

Assets

Loans to banks and customers 403.0 402.6

Cash collateral on securities borrowed and reverse repurchase agreements 347.5 347.7

Accrued income and prepaid expenses, other assets 9.1 9.1

Liabilities

Due to banks and customers 600.4 600.4

Cash collateral on securities lent and repurchase agreements 116.6 116.6

Debt issued 201.2 199.7

Accrued expenses and deferred income, other liabilities 22.8 22.8

The fair values included in the table above were calculated 
for disclosure purposes only. The valuation techniques and 
assumptions described below provide a measurement of 
fair value of UBS’s financial instruments accounted for at 
amortized cost. However, because other institutions may 
use different methods and assumptions for their fair value 
esti mation, such fair value disclosures cannot necessarily be 
compared from one financial institution to another. UBS 
applies significant judgments and assumptions to arrive at 
these fair values, which are more holistic and less sophisti-
cated than UBS’s established fair value and model gover-
nance policies and processes applied for financial instru-
ments accounted for at fair value, whose fair values impact 
UBS’s balance sheet and net profit. Debt instruments reclas-
sified in fourth quarter 2008 from “held for trading” to 
“loans and receivables” followed the same fair value mea-
surement principles and governance policies as financial in-
struments accounted for at fair value. The following prin-
ciples were applied when determing fair value estimates for 
financial instruments accounted for at amortized cost:
– For short-term financial instruments with remaining 

maturities of one year or less, the carrying amount, 
which is net of credit loss allowances, is generally con-
sidered a reasonable estimate of fair value. The follow-
ing financial instruments accounted for at amortized 
cost have remaining maturities of one year or less: 

100% of cash collateral on securities borrowed and re-
verse repurchase agreements; 97% of loans due from 
banks; 61% of loans to customers; 98% of amounts 
due to banks and customers; 99% cash collateral on 
securities lent and repurchase agreements; 60% of debt 
issued. Refer to the chapter “Liquidity and funding 
management” in the “Risk and treasury management” 
section of this report. 

– The fair value of variable-interest bearing financial instru-
ments accounted for at amortized cost is assumed to be 
approximated by their carrying amounts, which are net of 
credit loss allowances, and does not reflect fair value 
changes in the credit quality of counterparties respectively 
UBS’s own credit movements.

– For fixed-interest bearing financial instruments with re-
maining maturities above one year, fair value was estimat-
ed by discounting contractual cash flows using current 
rates at which similar loans would be transacted to bor-
rowers with similar credit ratings and/or collateral and for 
the same remaining maturities. These estimates generally 
include adjustments for counterparty credit respectively 
UBS’s own credit. 

– The fair value estimates for repurchase and reverse repur-
chase agreements with variable and fixed interest rates, 
for all maturities, include the valuation of the interest rate 
component of these instrument. Credit and debit valua-

Note 27 Fair value of financial instruments (continued)

a) Fair value measurements (continued)
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tion adjustments have not been included into the valua-
tion due to the short-term nature of these instruments.

– For loans to customers from Global Wealth Management 
& Business Banking, mainly reflecting the impact of the 
Swiss Mortgage loan portfolio with a fixed rate of interest, 
an excess of fair value over the carrying amount of CHF 
3.0 billion was determined. This amount is largely attribut-
able to the current CHF interest rate movements, which 
are significantly below the average levels over the last de-
cade. The fair values of UBS’s Investment Bank’s loans to 
customers were CHF 3.4 billion below their  carrying val-
ues, mainly reflecting credit valuation adjustments for 
debt instruments reclassified from “held for trading” to 
“loans and receivables” in fourth quarter 2008.

– For debt issued with remaining maturites greater than one 
year, the fair value was determined from quoted market 
prices, where available. Where quoted market prices were 

Note 27 Fair value of financial instruments (continued)

a) Fair value measurements (continued)

not available the fair value was derived by discounting 
contractual cash flows by using rates at which UBS could 
issue debt with similar remaining maturities. Adjustments 
for own credit movements have been included into fair 
value estimation.
The fair value of loans to banks and customers measured 

at amortized cost at 31 December 2007 was CHF 392.3 bil-
lion (carrying value: CHF 395.3 billion). The fair value of debt 
issued measured at amortized cost at 31 December 2007 
was CHF 222.7 billion (carrying value: CHF 222.0 billion).

The fair values of UBS’s fixed rate loans, long- and medi-
um-term notes and bonds issued are predominantly hedged 
by derivative instruments. Refer to Note 23 and Note 1. The 
interest rate risk inherent in balance sheet positions with no 
specific maturity may also be hedged with derivative instru-
ments based on management’s view of their average cash 
flow and repricing behavior. 

Level 3 instruments at year-end
As of 31 December 2008, financial instruments measured 
with valuation techniques using significant non-market ob-
servable inputs (level 3) mainly include structured rates and 
credit trades, bespoke collateralized debt obligations (CDOs), 
instruments linked to the US sub-prime residential, US com-
mercial and non-US real estate markets and leveraged  finance 
instruments. Level 3 financial liabilities also include  hybrid 
 financial liabilities from structured products issuances.

Material changes in level 3 instruments for the year
Level 3 instruments recognized as Trading portfolio assets 
(including those pledged as collateral) were reduced by ap-
proximately CHF 44 billion compared to 2007. The decline 
mainly relates to the following events and transactions: re-
classifications of approximately CHF 13 billion from the IAS 
39 category “held for trading” to the category “loans and 
receivables”, the sale of US RMBS to a fund managed by 
BlackRock of approximately CHF 4 billion and the sale of po-
sitions (mainly products linked to US residential and com-
mercial real estate markets) of approximately CHF 6 billion to 
the fund owned and controlled by the Swiss National Bank. 
The balance of approximately CHF 30 billion mainly reflects 
writedowns, other sales, deconsolidations, amortizations, 
and foreign exchange movements. The reductions were par-
tially offset by net reclassifications from level 2 to level 3 of 
approximately CHF 9 billion as valuation inputs became less 

observable during 2008. Reclassifications into level 3 mainly 
included student loan ARS, leveraged finance deals, and US 
real estate products. 

Derivatives classified as level 3 increased at the end of 
2008 by approximately CHF 24 billion (Positive replacement 
values) and approximately CHF 18 billion (Negative replace-
ment values), predominantly driven by widening credit 
spreads impacting fair value of structured rates and credit 
trades, and bespoke CDOs. In addition, reclassifications into 
level 3 increased positive replacement values by approxi-
mately CHF 8 billion and negative replacement values by ap-
proximately CHF 8 billion as valuation inputs became less 
observable during 2008.

The decrease of level 3 financial liabilities designated at 
fair value of approximately CHF 32 billion at the end of 2008 
was due mainly to hybrid and other financial liabilities desig-
nated at fair value of approximately CHF 15 billion which 
was included in level 3 as of 31 December 2007, although 
these financial liabilities were related to level 1 and level 2 
valuations. Other factors which contributed to the decrease 
of level 3 financial liabilities designated at fair value during 
2008 were expiries of trades, foreign exchange movements, 
disposals of instruments linked to the US sub-prime mort-
gage market and redemptions of hybrid financial liabilities.

The transfer of further level 3 instruments to the SNB 
fund in 2009 will lead to more reductions in level 3 trading 
assets, positive and negative replacement values.

b) Fair value measurements involving significant unobservable inputs (level 3)
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Level 3 profit or loss
Total Net trading income / (loss) for the years ended 31 De-
cember 2008, 31 December 2007 and 31 December 2006 
was CHF (25.8) billion, CHF (8.4) billion and CHF 13.7 bil-
lion, respectively, which represents the net result from a 
range of products traded across different business activi-
ties, including the effect of the foreign currency translation 
of monetary assets and liabilities and including both real-
ized and unrealized income. Unrealized income is deter-
mined from changes in fair values, using quoted prices in 
active markets when available, and otherwise estimated us-
ing valuation techniques with market observable and / or 
non-market observable inputs.

Net trading income includes net losses of CHF 11.5 bil-
lion, net losses of CHF 11.6 billion and net gains of CHF 0.4 
billion from unrealized fair value changes of financial instru-
ments for which fair value is calculated on the basis of valu-
ation techniques with significant non-market observable in-
puts (level 3) for the years ended 31 December 2008, 2007 
and 2006.

Such valuation techniques reflecting significant non-mar-
ket observable inputs (level 3) include mainly models for more 
complex financial instruments and for financial instruments 
for which markets were illiquid at the balance sheet date. 
They require the use of reasonable assumptions and esti-
mates based on market conditions at the balance sheet 
date.

Net trading income is often generated from transactions 
involving several financial instruments or subject to hedging 
or other risk management techniques. This may result in dif-
ferent portions of the transaction being priced using differ-
ent methods. In many cases, the amounts estimated using 
valuation techniques with non-market observable inputs 
were offset or partially offset by changes in fair value of oth-
er financial instruments or transactions, for which quoted 
market prices or rates were available, or on which the gain 
or loss has been realized. Consequently, the changes in fair 
value which were estimated using valuation techniques with 
non-market observable inputs and have been recognized in 
profit or loss during the period represent only a portion of 
Net trading income.

Sensitivity information
Included in the fair value of financial instruments carried at 
fair value on the balance sheet are those estimated in full or 
in part using valuation techniques based on assumptions 
that are not supported by market observable prices or rates.

There may be uncertainty about a valuation, resulting 
from the choice of valuation technique or model used, the 
assumptions embedded in those models, the extent to which 

inputs are not market observable, or as a result of other ele-
ments affecting the valuation technique. Valuation adjust-
ments, including model reserves, are applied to reflect such 
uncertainties and are deducted from the fair values produced 
by the models or other valuation techniques.

All models used for valuation undergo an internal valida-
tion process before they are approved for use.

Based on UBS’s established fair value and model gover-
nance policies and the related controls and procedural safe-
guards the Group employs, management believes the result-
ing estimated fair values recorded in the balance sheet and 
the changes in fair values recorded in the income statement 
are reasonable and are the most appropriate at the balance 
sheet date.

Uncertainties associated with the use of model-based val-
uations (both level 2 and level 3) are predominantly ad-
dressed through the use of model reserves. These reserves 
reflect the amounts that UBS estimates are appropriate to 
deduct from the valuations produced directly by the models 
to reflect uncertainties in the relevant modeling assumptions 
and inputs used. In arriving at these estimates, UBS considers 
the range of market practice and how it believes other mar-
ket participants would assess these uncertainties. Model re-
serves are periodically reassessed in light of information from 
market transactions, pricing utilities, and other relevant 
sources. The level of these model reserves is, nevertheless, to 
a large extent a matter of judgment.

To estimate the potential effect on the Financial State-
ments from the use of alternative valuation techniques or 
assumptions, UBS makes use of the model reserve amounts 
described above, by scaling the level of the model reserves 
higher and lower, to assess the impact on valuation of in-
creasing or decreasing the amount of model-related uncer-
tainty considered.

The potential effect of using reasonably possible alterna-
tive valuation assumptions has been quantified as follows:
– Scaling the model reserve amounts upward in line with 

less favorable assumptions would reduce fair value by ap-
proximately CHF 2.5 billion at 31 December 2008, by ap-
proximately CHF 2.7 billion at 31 December 2007, and 
approximately CHF 1.0 billion at 31 December 2006.

– Scaling the model reserve amounts downward in line with 
more favorable assumptions would increase fair  value by 
approximately CHF 1.4 billion at 31 December 2008, by 
approximately CHF 2.2 billion at 31 December 2007, and 
approximately CHF 1.0 billion at 31 December 2006.
Please refer to Note 27c below for the instrument catego-

ries which are deemed to be relevant for specific sensitivity 
disclosure per 31 December 2008, and which are included in 
the sensitivity numbers provided above.

Note 27 Fair value of financial instruments (continued)

b) Fair value measurements involving significant unobservable inputs (level 3) (continued)
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Where possible, financial instruments are marked at prices 
quoted in active markets. In the current market environ-
ment, such price information is typically not available for all 
financial instruments, and UBS applies valuation techniques 
to measure such instruments. Valuation techniques use 
“market-observable inputs”, where available, derived from 
similar assets in similar and active markets, from recent trans-
action prices for comparable items or from other observable 
market data. For positions where observable reference data 
are not available for some or all parameters, UBS calibrates 
the non-market-observable inputs used in its valuation mod-
els based on a combination of judgment, historical experi-
ence and knowledge of current market conditions.

US super senior RMBS CDOs
All material super senior RMBS CDO tranches still held by UBS 
are covered by corresponding monoline credit protection ref-
erencing the specific position held by UBS. Where liquidation 
of the RMBS CDO is deemed imminent, valuation is based on 
the estimated aggregate proceeds of the liquidation (using 
current fair value estimates of the underlying instruments) 
less any estimated expenses associated with the liquidation. 
For the remainder of the super senior RMBS CDO population, 
a model that projects losses on the underlying mortgage 
pools and applies the implications of these projected lifetime 
losses through to the RMBS and then to the CDO structure is 
applied. The loss projection is calibrated separately for each 
RMBS CDO so that the model recovers the estimated market 
value of the underlying collateral pool. At 31 December 
2007, a similar model was applied, with loss projection esti-
mates calibrated such that the model valued relevant ABX 
market indices consistently with their observed levels in the 
market. The model has been adjusted in 2008 to better re-
flect the prevailing market conditions and illiquidity. 

Credit valuation adjustments on monoline credit protection
Credit valuation adjustments (CVAs) for monoline credit protec-
tion are based on a methodology that uses credit default swap 
spreads on the monolines as a key input in determining an im-
plied level of expected loss. Where a monoline has no observ-
able credit default swap spread, a judgment is made on the 
most comparable monoline or combination of monolines and 
the corresponding spreads are used instead. Credit valuation 
adjustments are intended to achieve a fair value of the underly-
ing contracts and are normally based on publicly available infor-
mation. In 2008, in some cases where UBS has had knowledge 
of potential restructurings that may result in economic out-
comes more adverse than those implied by CDS market spreads, 
UBS had determined to modify CVA amounts accordingly. At 
31 December 2007, a similar methodology was applied. The 

methodology was re-calibrated in 2008 to reflect prevailing 
market conditions, in particular the greater prevalence of CDS 
trading with up-front cash exchanges and declines in potential 
recovery rates implied by recovery swap contract pricing.

To assess the sensitivity of the CVA calculation to alterna-
tive assumptions, the impact of a 10% increase in monoline 
credit default swap spreads (e.g. from 2,000 basis points to 
2,200 basis points for a specific monoline) is considered. At 31 
December 2008, such an increase would have resulted in an 
increase in the monoline credit valuation adjustment of ap-
proximately USD 206 million (CHF 220 million). The sensitivity 
of the monoline credit valuation adjustment to a decrease of 
one percentage point in the monoline recovery rate assump-
tions (e.g. from 30% to 29% for a specific monoline; condi-
tional on default occurring) is estimated at USD 58 million 
(CHF 62 million).

In addition, the credit valuation adjustments related to 
transactions referencing RMBS CDOs are sensitive to the es-
timated market value of the underlying collateral pool. Hold-
ing all other parameters constant, the sensitivity of the 
monoline credit valuation adjustment to a 10% adverse 
change in the aggregate value of the collateral pools under-
lying the referenced RMBS CDOs is estimated at USD 106 
million (CHF 113 million). 

Refer to the section “Risk management and control” for 
details on UBS’s exposure to monolines.

Student loan auction rate securities (ARSs)
Student loan ARSs held by UBS’s Investment Bank of USD 
7.9 billion (CHF 8.4 billion), previously classified as “held for 
trading”, were reclassified to the category “loans and receiv-
ables” per 31 December 2008. This implies that, going for-
ward, these positions will be accounted for at amortized cost 
and tested for impairment, rather than being subject to fair 
value accounting through profit or loss. These ARS positions 
have been fair valued for the last time at 31 December 2008, 
applying the following principles. The applied method sepa-
rates various factors and risks influencing fair value of ARSs 
and allows calibrating the result to market transactions 
whenever they become available. The methodology relies on 
four key components: (a) fundamental cash flow modeling 
to estimate the level and timing of potential credit losses on 
a given portfolio of student loans backing the ARS, (b) use of 
forward yields embedded in market term structure to esti-
mate expected required coupon payments, c) discounted 
cash flow projections calibrated to observed ARS market 
transactions to correct for any model drift, and (d) liquidity 
penalties that impose a further discount to reflect market 
conditions. Each of these inputs is calculated and then ag-
gregated in order to arrive at the fair value for each individ-

Note 27 Fair value of financial instruments (continued)

c) Valuation techniques and inputs by product
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Non-US reference linked notes (Non-US RLNs)
The same valuation model and the same approach to cal-
culation of fair value adjustments is applied for the non-US 
RLN credit protection as for the US RLN credit protection de-
scribed above, except spread is shocked by 10% for Euro-
pean corporate names. As of 31 December 2008, the fair 
value of the non-US RLN credit protection is approximately 
USD 1,971 million (CHF 2,102 million). The fair value adjust-
ments (up and down) calculated by applying the shocks de-
scribed above are USD 155 million (CHF 165 million).

Leveraged finance
A significant proportion of UBS’s leveraged finance exposures 
have been reclassified from the category “held for trading” to 
the category “loans and receivables” in fourth quarter 2008. 
The leveraged finance exposures in the “held for trading” cat-
egory at 31 December 2008 are predominantly classified as 
level 3. Fair value estimates for these positions rely on market 
knowledge and expert judgment, including judgmental deter-
minations based on the terms of the relevant instrument and 
various other factors. These other factors may include, with-
out limitation, observable pricing for other debt of the rele-
vant issuer or debt of issuers of comparable credit quality, 
credit default swap spreads and estimated loss severity fac-
tors, and prevailing interest rate levels.

Option to acquire equity of the SNB StabFund
Under IFRS, the option to purchase the SNB StabFund’s eq-
uity is recognized on the balance sheet as a derivative at fair 
value with changes in fair value recognized in profit and loss. 
At 31 December 2008, the fair value of the call option held 
by UBS was approximately CHF 1,100 million.

This fair value is calculated using a standard option pric-
ing model, where the asset pool is treated as the underlying 
asset. Key assumptions relate to the level of volatility as-
sumed and to the interest rate assumed. At 31 December 
2008, UBS assigned a volatility of 11.3% to the underlying 
asset pool. Decreasing or increasing this assumption by 10% 
(i. e. 11.3% to 10.2% and 11.3% to 12.4%) would have 
decreased / increased the fair value at 31 December 2008 
by approximately minus USD 156 million (CHF 166 million) /  
plus USD 156 million (CHF 166 million) respectively. At 
31 December 2008, UBS applied an interest rate based on 
an assumed term funding rate for the asset pool of LIBOR 
+ 250 bp. Decreasing or increasing this assumption by 100 
bp would have decreased / increased the estimated fair value 
at 31 December 2008 by minus USD 246 million (CHF 262 
million) / plus USD 290 million (CHF 309 million).

ual security. At 31 December 2007, these instruments were 
not classified as level 3, as auctions had not failed at this 
time. After the failure of auctions due to lack of investor de-
mand in first quarter 2008 up to third quarter 2008, UBS 
valued student loan ARSs by comparing them to the student 
loan floating rate notes (FRNs), but adopted the model de-
scribed above for 31 December 2008, consistent with the 
belief that it provides a better and more granular approach 
to fair value estimation.

Refer to the section “Risk management and control” for 
details on UBS’s student loan ARS exposures.

US reference linked notes (US RLNs)
The US RLN consists of a series of transactions whereby UBS 
purchases credit protection, predominantly in note form, on 
a portfolio of fixed income assets. It is described in detail in 
the Annual Report 2007, “Risk, Treasury and Capital Man-
agement” section, page 13. The referenced assets are com-
prised of USD ABSs (primarily home equity) and/or corporate 
bonds and loans across all rating categories. UBS’s direct ex-
posure to these assets has been reduced via transactions in-
cluding the transaction with the SNB.

The credit protection embodied in the RLN notes is fair 
valued using a market standard approach to the valuation 
of portfolio credit protection (Gaussian copula). This ap-
proach effectively simulates correlated defaults within the 
portfolio, where the expected losses and defaults of the 
individual assets are closely linked to the observed market 
prices (spread levels) of those assets. Key assumptions of 
the model include correlations and recovery rates. UBS ap-
plies fair value adjustments related to potential uncertainty 
in each of these parameters, which are only partly observ-
able. In addition, UBS applies fair value adjustments for un-
certainties associated with the use of observed spread lev-
els as the primary inputs.

These fair value adjustments are calculated by applying 
shocks to the relevant parameters and revaluing the credit 
protection. These shocks for correlation, recovery, and spreads 
are set to various levels depending on the asset type and / or 
region. Correlation and recovery shocks are generally in the 
range of 5 to 15 percentage points. Spread shocks vary more 
widely and also depend on whether the under lying protec-
tion is funded or unfunded to reflect cash / synthetic basis 
effects. As of 31 December 2008, the fair value of the US 
RLN credit protection (pre-reserve) is approxima tely USD 
3,284 million (CHF 3,502 million). The fair value adjustments 
calculated by applying the shocks described above are USD 
299 million (CHF 319 million).

Note 27 Fair value of financial instruments (continued)

c) Valuation techniques and inputs by product (continued)
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The table reflects financial instruments for which fair value 
is determined using valuation models where not all inputs 
are market observable. Such financial instruments are ini-
tially recognized at their transaction price although the val-
ues obtained from the relevant valuation model on day 1 

may differ. The table shows the aggregate difference yet to 
be recognized in profit or loss at the beginning and end of 
the period and a reconciliation of changes in the balance 
of this difference (movement of deferred day 1 profit or 
loss).

For the year ended

CHF million 31.12.08 31.12.07

Balance at the beginning of the year 550 951

Deferred profit / (loss) on new transactions 588 1,259

Recognized (profit) / loss in the income statement (459) (1,383)

Revision to fair value estimates 0 (224)

Foreign currency translation (52) (53)

Balance at the end of the year 627 550

Derivatives embedded in MCN December issuance
The MCNs issued in December 2008 include embedded eq-
uity and derivative components with UBS shares as underly-
ing, which are bifurcated and treated as one derivative ac-
counted for at fair value with fair value changes recognized 
in profit or loss. Refer to Note 26 for more information. The 
fair value amounted to negative CHF 1,058 million at 31 De-
cember 2008. A 10% reduction in UBS’s share price from 

CHF 14.84 to CHF 13.35, holding all other variables con-
stant, would have resulted in a fair value of negative CHF 
826 million, whereas an increase of UBS’s share price to CHF 
16.32 would have led to a fair value of negative CHF 1,314 
million. There are no impacts on UBS’s financial resources, as 
the embedded equity and derivative components will be set-
tled in newly issued UBS shares.

d) Deferred day 1 profit or loss

Note 27 Fair value of financial instruments (continued)

c) Valuation techniques and inputs by product (continued)
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full. These include credit risk, settlement risk, country risk 
and market risk.

Repurchase agreements and securities lending agree-
ments are discussed in Notes 1a) 12) and 1a) 13). Other 
 financial asset transfers include sales of financial assets while 
concurrently entering into a total rate of return swap with 
the same counterparty and sales of financial assets involving 
guarantees.

Transferred financial assets which are subject to partial 
continued recognition were immaterial in 2008 and 2007. 
The carrying amounts of the partially recognized transferred 
financial assets are included in the table.

The transactions are mostly conducted under standard 
agreements employed by financial market participants and 
are undertaken with counterparties subject to UBS’s normal 
credit risk control processes. The resulting credit exposures 
are controlled by daily monitoring and collateralization of 
the positions. The financial assets which continue to be 
 recognized are typically transferred in exchange for cash or 
other financial assets. The associated liabilities can therefore 
be assumed to be approximately the carrying amount of the 
transferred financial assets.

UBS retains substantially all risks and rewards of the trans-
ferred assets in each situation of continued recognition in 

Pledged assets

Carrying amount

CHF million 31.12.08 31.12.07

Financial assets pledged:

Financial assets pledged to third parties for liabilities with and without the right of rehypothecation 78,002 182,827

thereof: Financial assets pledged to third parties with right of rehypothecation 40,216 114,190

Mortgage loans 3,699 200

Other 1 21,040 0

Total financial assets pledged 102,741 183,027

Other assets pledged

Precious metals and other commodities 780 8,628

1 Includes financial instruments of CHF 16 billion reclassified from trading portfolio to loans and receivables. On 31 December 2007 it was presented in the line Financial assets pledged to third parties 
for liabilities with and without the right of rehypothecation.

Financial assets are mainly pledged in securities borrowing 
and lending transactions, in repurchase and reverse repur-
chase transactions, under collateralized credit lines with cen-

Note 28 Pledged assets and transferred financial assets which do not qualify for derecognition

tral banks, against loans from mortgage institutions, in con-
nection with derivative transactions and for security deposits 
relating to stock exchange and clearinghouse memberships.

Transfer of financial assets which do not qualify for derecognition

Continued asset recognition in full – Total assets

CHF billion 31.12.08 31.12.07

Nature of transaction

Securities lending agreements 22.0 59.7

Repurchase agreements 13.1 51.3

Other financial asset transfers 46.6 75.9

Total 81.7 186.9

The following table presents details of financial assets which 
have been sold or otherwise transferred, but which do not 

qualify for derecognition. Criteria for derecognition are dis-
cussed in Note 1a) 4).
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in the table below, which may cause certain balances to dif-
fer from those presented on the balance sheet.

See the Critical accounting policies for a discussion on 
how fair value of financial instruments is determined. See 
also Note 1a) 5)–9).

The following table provides information about the carrying 
amounts of individual classes of financial instruments within 
the measurement categories of financial assets and financial 
liabilities as defined in IAS 39. Only those assets and liabilities 
which are deemed to be financial instruments are included 

31.12.08 31.12.07

Financial assets

Held for trading

Trading portfolio assets 261,904 630,764

Trading portfolio assets pledged as collateral 40,216 114,190

Debt issued 1,2 4,152

Positive replacement values 854,100 428,217

Total 1,160,372 1,173,171

Fair value through profit or loss, other

Financial assets designated at fair value 12,882 11,765

Cash, loans and receivables

Cash and balances with central banks 32,744 18,793

Due from banks 64,451 60,907

Cash collateral on securities borrowed 122,897 207,063

Reverse repurchase agreements 224,648 376,928

Loans 338,520 334,367

Accrued income and prepaid expenses 3,238 9,200

Other assets 5,901 12,874

Total 792,399 1,020,132

Available-for-sale

Financial investments available-for-sale 5,248 4,966

Total financial assets 1,970,901 2,210,034

Financial liabilities

Held for trading

Trading portfolio liabilities 62,431 164,788

Debt issued 1 185 74

Negative replacement values 851,864 443,539

Total 914,480 608,401

Fair value through profit or loss, other

Financial liabilities designated at fair value 101,546 191,853

Amounts due under unit-linked contracts 13,051 27,455

Total 114,597 219,308

Financial liabilities at amortized cost

Due to banks 125,628 145,762

Cash collateral on securities lent 14,063 31,621

Repurchase agreements 102,561 305,887

Due to customers 474,774 641,892

Accrued expenses and deferred income 10,012 21,665

Debt issued 201,221 222,003

Other liabilities 12,765 25,302

Total 941,024 1,394,132

Total financial liabilities 1,970,101 2,221,841

1 Embedded derivatives presented on the balance sheet line Debt issued.  2 On 31 December 2007, respective amounts have been included in the line Positive replacement values.

Note 29 Measurement categories of financial assets and financial liabilities

a) Measurement categories of financial assets and financial liabilities
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Pursuant to the amendment to IAS 39 and IFRS 7, “Reclas-
sification of Financial Assets”, UBS reclassified certain finan-
cial assets out of Trading portfolio assets to Loans and re-
ceivables. Although the amendment could have been applied 
retrospectively from 1 July 2008, UBS decided at the end of 
October 2008 to apply the amendment with effect from 1 
October 2008 following an assessment of the implications 
on its financial statements. The financial assets were reclassi-

fied using their fair value on the date of the reclassification 
which became their new cost basis at that date. The reclas-
sification of these financial assets reflects UBS’s change in 
intent and ability to hold these financial assets for the fore-
seeable future rather than for trading in the near term.

The table below shows the fair values of the reclassified 
financial assets as of their reclassification date and their car-
rying values and fair values as of 31 December 2008:

1.10.08 31.12.08

CHF billion Fair value Carrying value Fair value

Trading portfolio assets reclassified to Loans on 1.10.08 17.6 15.8 12.4

Trading portfolio assets reclassified to Loans on 31.12.08 8.4 8.4

Total financial assets reclassified to Loans and receivables 17.6 24.2 20.8

Reclassified financial assets primarily relate to student loan 
ARSs and other debt instruments.

As of the reclassification date, estimated effective interest 
rates on the reclassified financial assets ranged on average 
from 6% to 15% with expected recoverable cash flows of 
CHF 50.2 billion.

For the years ended 31 December 2008 and 31  December 
2007, fair value losses of CHF 4.1 billion and CHF 0.6 billion, 
prior to reclassification, were recognized in the income state-
ment on the reclassified financial assets.

If the financial assets had not been reclassified, the change 
in their fair values, after actual reclassification, would have 
resulted in additional fair value losses of CHF 4.8 billion in the 
income statement for the year ended 31 December 2008. 

After reclassification, the contribution of the reclassified 
financial assets to UBS’s income statement was an increase 
in Net interest income of CHF 0.1 billion, less a Credit loss 
expense of CHF 1.3 billion, resulting in a net negative impact 
on operating profit before tax of CHF 1.2 billion for the year 
ended 31 December 2008.

Note 29 Measurement categories of financial assets and financial liabilities (continued)

b) Reclassification of financial assets
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The Group has established various pension plans inside and 
outside of Switzerland. The major plans are located in Swit-
zerland, the UK, the US and Germany. Independent actuarial 
valuations are performed for the plans in these locations. 
The measurement date of these plans is 31 December for 
each year presented.

 The overall investment policy and strategy for the Group’s 
defined benefit pension plans is guided by the objective of 
achieving an investment return which, together with the 
contributions paid, is sufficient to maintain reasonable con-
trol over the various funding risks of the plans. The invest-
ment advisors appointed by plan trustees are responsible for 
determining the mix of asset types and target allocations 
which are reviewed by the plan trustees on an ongoing ba-
sis. Actual asset allocation is determined by a variety of cur-
rent economic and market conditions and in consideration 
of specific asset class risk.

The expected long-term rates of return on plan assets are 
based on long-term expected inflation, interest rates, risk 
premiums and targeted asset class allocations. These esti-
mates take into consideration historical asset class returns 
and are determined together with the plans’ investment and 
actuarial advisors.

Swiss pension plans
The pension plan of UBS covers all UBS employees in Swit-
zerland and exceeds the minimum benefit requirements un-
der Swiss law. The Swiss plan was amended on 1 January 
2007 to change the definition of retirement benefits from a 
final covered salary to a retirement savings approach and on 
1 January 2008 to allow employees a choice in the level of 
annual contributions paid by the employee. The pension 
plan provides benefits which are based on annual contribu-
tions as a percentage of salary and accrue at an interest rate 
that is defined annually by the plan trustees.

Contributions to the pension plan of UBS are paid by em-
ployees and the employer. The employee contributions are 

calculated as a percentage of covered salary and are deduct-
ed monthly. The percentages deducted from salary for the 
full standard level of benefit coverage (including risk bene-
fits) depend on age and vary between 1% and 9% of cov-
ered base salary and 3% and 8% of covered variable com-
pensation. The employer pays a contribution that ranges 
between 100% and 375% of employees’ contributions for 
the standard level of benefit coverage. The benefits covered 
include retirement benefits; disability, death and survivor 
pensions; and employment termination benefits.

The employer contributions expected to be made in 2009 
to the Swiss pension plan are CHF 520 million.

UBS recognized a defined benefit asset associated with its 
Swiss pension plan in 2008 and restated prior periods. Refer 
to Note 1b).

Foreign pension plans
The foreign locations of UBS operate various pension plans 
in accordance with local regulations and practices. Among 
these plans are defined contribution plans as well as defined 
benefit plans. The locations with defined benefit plans of a 
material nature are in the UK, the US and Germany. The UK 
and the US defined benefit plans are closed to new entrants 
who are covered by defined contribution plans. The amounts 
shown for foreign plans reflect the net funded positions of 
the major foreign plans.

The retirement plans provide benefits in the event of re-
tirement, death, disability or employment termination. The 
plans’ retirement benefits depend on age, contributions and 
level of compensation. The principal plans are financed in 
full by the Group. The employer contributions expected to 
be made in 2009 to these pension plans are CHF 96 million. 
The funding policy for these plans is consistent with local 
government and tax requirements.

The assumptions used in foreign plans take into account 
local economic conditions.

Refer also to Note 1a) 21).

Note 30 Pension and other post-employment benefit plans

a) Defined benefit plans
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Note 30 Pension and other post-employment benefit plans (continued)

a) Defined benefit plans (continued)

CHF million Swiss Foreign

For the year ended 31.12.08 31.12.07 31.12.06 31.12.08 31.12.07 31.12.06

Defined benefit obligation at the beginning of the year (20,877) (21,506) (20,972) (4,928) (5,207) (5,020)

Service cost (336) (367) (347) (63) (88) (76)

Interest cost (710) (633) (611) (251) (264) (242)

Plan participant contributions (233) (236) (221)

Amendments 0 (414) (125)

Actuarial gain / (loss) (288) 1,508 (265) 318 236 (120)

Benefits paid 1,158 792 723 148 151 149

Termination benefits (25) (21) (17) 0 0 0

Acquisitions 0 (54) 0

Settlements 0 0 329 0 0 186

Curtailments 0 0 0

Foreign currency translation 1,134 298 (84)

Defined benefit obligation at the end of the year (21,311) (20,877) (21,506) (3,642) (4,928) (5,207)

Fair value of plan assets at the beginning of the year 22,181 21,336 20,229 4,579 4,602 4,288

Expected return on plan assets 990 1,067 998 282 313 283

Actuarial gain / (loss) (3,820) (250) 447 (1,027) (97) 40

Employer contributions 603 584 492 194 200 66

Plan participant contributions 233 236 221

Benefits paid (1,158) (792) (723) (148) (151) (149)

Settlements 0 0 (328)

Curtailments

Foreign currency translation (1,014) (288) 74

Fair value of plan assets at the end of the year 19,029 22,181 21,336 2,866 4,579 4,602

Funded status (2,282) 1,304 (170) (776) (349) (605)

Unrecognized net actuarial (gains) / losses 4,405 2,123 2,123 1,324 975 1,237

Unrecognized past service cost 0 0 0 0 0 1

Unrecognized asset 0 (1,304) 0

(Accrued) / prepaid pension cost 2,123 2,123 1,953 548 626 633

Movement in the net (liability) or asset

(Accrued) / prepaid pension cost at the beginning of the year 2,123 1,953 1,588 626 633 491

Net periodic pension cost (603) (414) (127) (69) (97) (103)

Employer contributions 603 584 492 194 200 66

Acquisitions 0 (54) 0

Settlement 0 0 170

Foreign currency translation (203) (56) 9

(Accrued) / prepaid pension cost 2,123 2,123 1,953 548 626 633

Amounts recognized in the balance sheet

Prepaid pension cost 2,123 2,123 1,953 798 887 815

Accrued pension liability (250) (261) (182)

(Accrued) / prepaid pension cost 2,123 2,123 1,953 548 626 633
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Note 30 Pension and other post-employment benefit plans (continued)

a) Defined benefit plans (continued)

CHF million Swiss Foreign

For the year ended 31.12.08 31.12.07 31.12.06 31.12.08 31.12.07 31.12.06

Components of net periodic pension cost

Service cost 336 367 347 63 88 76

Interest cost 710 633 611 251 264 242

Expected return on plan assets (990) (1,067) (998) (282) (313) (283)

Amortization of unrecognized net (gains) / losses 0 0 25 37 58 68

Amortization of unrecognized past service cost 0 0 125

Immediate recognition of net actuarial (gains) / losses in current period 1,826 (1,258) 0

Immediate recognition of past service cost in current period 0 414 0

Termination benefits 25 21 17

Settlements 0 0 0

Curtailments 0 0 0

Limit of defined benefit asset (1,304) 1,304 0

Net periodic pension cost 603 414 127 69 97 103

Funded and unfunded plans Swiss

CHF million 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Defined benefit obligation from funded plans (21,311) (20,877) (21,506) (20,972) (20,225)

Plan assets 19,029 22,181 21,336 20,229 18,575

Surplus / (deficit) (2,282) 1,304 (170) (743) (1,650)

Experience gains / (losses) on plan liabilities 0 0 (265)

Experience gains / (losses) on plan assets (3,820) (250) 447

Foreign

CHF million 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Defined benefit obligation from funded plans (3,402) (4,654) (5,002) (4,635) (3,815)

Defined benefit obligation from unfunded plans (240) (274) (205) (385) (327)

Plan assets 2,866 4,579 4,602 4,288 3,580

Surplus / (deficit) (776) (349) (605) (732) (562)

Experience gains / (losses) on plan liabilities 62 (32) (11)

Experience gains / (losses) on plan assets (1,027) (97) 40
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Note 30 Pension and other post-employment benefit plans (continued)

a) Defined benefit plans (continued)

Swiss Foreign

31.12.08 31.12.07 31.12.06 31.12.08 31.12.07 31.12.06

Principal weighted average actuarial assumptions used (%)

Assumptions used to determine defined benefit obligations at the end of the year

Discount rate 3.3 3.5 3.0 6.0 5.8 5.2

Expected rate of salary increase 2.5 2.5 2.5 4.5 4.8 4.6

Rate of pension increase 0.5 0.8 0.8 1.9 2.4 2.1

Assumptions used to determine net periodic pension cost for the year ended

Discount rate 3.5 3.0 3.0 5.8 5.2 5.0

Expected rate of return on plan assets 4.5 5.0 5.0 7.1 7.0 6.7

Expected rate of salary increase 2.5 2.5 2.5 4.8 4.6 4.4

Rate of pension increase 0.8 0.8 0.8 2.4 2.1 1.9

Plan assets (weighted average)

Actual plan asset allocation (%)

Equity instruments 26 38 41 46 50 53

Debt instruments 55 47 45 35 38 38

Real estate 13 11 11 3 4 4

Other 6 4 3 16 8 5

Total 100 100 100 100 100 100

Long-term target plan asset allocation (%)

Equity instruments 20–48 33–51 33–51 45–48 49–52 49–53

Debt instruments 37–63 31–50 31–50 37–38 38–44 37–44

Real estate 10–20 10–19 10–19 3–7 4–6 4–6

Other 0-5 0 0 10–12 1–3 1–5

Actual return on plan assets (%) (12.8) 3.9 7.2 (18.2) 4.8 7.8

Additional details to fair value of plan assets

UBS financial instruments and UBS bank accounts 782 336 684

UBS AG shares 1 55 128 193

Securities lent to UBS included in plan assets 0 9,379 7,169

Other assets used by UBS included in plan assets 148 111 69

1 The number of UBS AG shares was 3,734,000; 2,436,257; and 2,600,417 as of 31 December 2008, 31 December 2007 and 31 December 2006, respectively.

Mortality tables and life expectancies for major plans

Life expectancy at age 65 for a male member currently

aged 65 aged 45

Country Mortality table 31.12.08 31.12.07 31.12.06 31.12.08 31.12.07 31.12.06

Switzerland BVG 2000 17.8 17.8 17.8 17.8 17.8 17.8

UK PA 92 22.7 21.9 21.8 25.6 23.0 23.0

Germany Dr. K. Heubeck 2005 G 19.0 18.9 18.7 21.8 21.6 21.5

US RP 2000 with projections 18.4 18.3 17.9 18.4 18.3 17.9

Life expectancy at age 65 for a female member currently

aged 65 aged 45

Country Mortality table 31.12.08 31.12.07 31.12.06 31.12.08 31.12.07 31.12.06

Switzerland BVG 2000 21.1 21.1 21.1 21.1 21.1 21.1

UK PA 92 24.5 24.8 24.7 26.4 25.8 25.8

Germany Dr. K. Heubeck 2005 G 23.1 23.0 22.8 25.7 25.6 25.5

US RP 2000 with projections 20.6 20.5 20.3 20.6 20.5 20.3
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In the US and the UK, the Group offers retiree medical 
 benefits that contribute to the health care coverage of em-
ployees and beneficiaries after retirement. In addition to re-
tiree medical benefits, the Group in the US also provides 
 retiree life insurance benefits. The UK plan is closed to new 
entrants. The benefit obligation in excess of fair value of 
plan assets for those plans amounts to CHF 159 million as 
of 31 December 2008 (2007: CHF 190 million; 2006: CHF 
219 million) and the total accrued post-retirement cost 

Note 30 Pension and other post-employment benefit plans (continued)

b) Post-retirement medical and life plans

amounts to CHF 164 million as of 31 December 2008 (2007: 
CHF 181 million; 2006: CHF 176 million). The net periodic 
post-retirement costs for the years ended 31 December 
2008, 31 December 2007 and 31 December 2006 were CHF 
9 million (including a curtailment gain of CHF 11 million), 
CHF 26 million and CHF 24 million, respectively.

The employer contributions expected to be made in 
2009 to the post-retirement medical and life plans are CHF 
7 million.

CHF million 31.12.08 31.12.07 31.12.06

Post-retirement benefit obligation at the beginning of the year (190) (219) (216)

Service cost (8) (12) (10)

Interest cost (11) (11) (11)

Plan participant contributions (0) (1) (1)

Actuarial gain / (loss) 14 39 1

Amendments 0 (8) (1)

Benefits paid 7 8 9

Curtailments 9 0 0

Foreign currency translation 20 14 10

Post-retirement benefit obligation at the end of the year (159) (190) (219)

Fair value of plan assets at the beginning of the year 0 0 0

Employer contributions 6 7 8

Plan participant contributions 1 1 1

Benefits paid (7) (8) (9)

Fair value of plan assets at the end of the year 0 0 0

CHF million 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Defined benefit obligation (159) (190) (219) (216) (166)

Plan asset 0 0 0 0 0

Surplus / (deficit) (159) (190) (219) (216) (166)

Experience gains / (losses) on plan liabilities 3 8 1 (3) 0

CHF million 1% increase 1% decrease

Effect on total service and interest cost 3 (2)

Effect on the post-retirement benefit obligation 19 (16)

The assumed average health care cost trend rate used in de-
termining post-retirement benefit expense is assumed to be 
10% for 2008 and to decrease to an ultimate trend rate of 
5% in 2014. On a country-by-country basis, the same dis-
count rate is used for the calculation of the post-retirement 
benefit obligation from medical and life plans as for the de-
fined benefit obligations arising from pension plans.

Assumed health care cost trend rates have a significant 
effect on the amounts reported for health care plans. A one 
percentage point change in the assumed health care cost 
trend rates would change the US post-retirement benefit ob-
ligation and the service and interest cost components of the 
net periodic post-retirement benefit costs as follows:
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UBS is the principal bank for the pension fund of UBS in 
Switzerland. In this function, UBS is engaged to execute 
most of the pension fund’s banking activities. These activities 
also include, but are not limited to, trading and securities 
lending and borrowing. All transactions have been executed 
at arm’s length conditions.

The foreign UBS pension funds do not have a similar 
banking relationship with UBS, but they may hold and trade 
UBS shares and / or securities.

The Group also sponsors a number of defined contribution 
plans primarily in the UK and the US. Certain plans permit 
employees to make contributions and earn matching or 
 other contributions from the Group. The contributions to 

these plans recognized as expense for the years ended 
31 December 2008, 31 December 2007 and 31 December 
2006 were CHF 312 million, CHF 285 million and CHF 
229 million, respectively.

Note 30 Pension and other post-employment benefit plans (continued)

c) Defined contribution plans

d) Related party disclosure

In 2008, UBS sold to its Swiss pension fund certain 
 bank-occupied properties for proceeds of approximately 
CHF 186 million and recognized a gain of approximately 
CHF 97 million. UBS and its Swiss pension fund entered si-
multaneously into lease-back arrangements for some of the 
properties with 25-year lease terms and two renewal options 
for ten years each. At 31 December 2008 the minimum 
commitment towards the Swiss pension fund under the 
 related leases is approximately CHF 41 million.

The following fees and interest have been received or 
paid by UBS:

Related party disclosure

For the year ended

CHF million 31.12.08 31.12.07 31.12.06

Received by UBS

Fees 44 58 53

Paid by UBS

Interest 1 2 2

Dividends and capital repayments 4 38 33

The transaction volumes in UBS shares and other UBS securities are as follows:

Transaction volumes – related parties

For the year ended

31.12.08 31.12.07 31.12.06

Financial instruments bought by pension funds

UBS AG shares (in thousands of shares) 6,925 1,728 1,793

UBS financial instruments (nominal values in CHF million) 78 950 8

Financial instruments sold by pension funds or matured

UBS AG shares (in thousands of shares) 1,881 1,930 2,752

UBS financial instruments (nominal values in CHF million) 10 976 14

UBS has also leased buildings from its pension funds. The 
rent paid by UBS under these leases amounted to CHF 7 mil-
lion in 2008, CHF 6 million in 2007 and CHF 4 million in 
2006.

There were no financial instruments due from UBS pen-
sion plans outstanding as of 31 December 2008 (2007: CHF 
0 million; 2006: CHF 120 million). The amounts due to UBS 

defined benefit pension plans are contained in the addition-
al details to the fair value of plan assets. Furthermore, UBS 
defined contribution plans hold 17,866,949 UBS shares with 
a market value of CHF 272 million as of 31 December 2008 
(2007: 14,121,239 shares with a market value of CHF 736 
million; 2006: 14,158,961 shares with a market value of 
CHF 1,043 million).
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UBS has established several equity participation plans to 
 further align the interests of executives, managers and staff 
with the interests of shareholders. The plans are offered to 
eligible employees in approximately 50 countries and are 
 designed to meet the complex legal, tax and regulatory 
 requirements of each country in which they are offered. The 
explanations below provide a general description of the 
terms of the most significant plans offered, however specific 
plan rules may vary by country. Refer to Note 1a) 22) for a 
description of the accounting policy related to equity partici-
pation and other compensation plans. Refer also to Note 1b 
for a description of the restatement impact of adopting 
IFRS 2 Share-based Payment: Vesting Conditions and Can-
cellations on 1 January 2008.

Equity participation plans
Equity Plus Plan (Equity Plus): This voluntary plan gives eli-
gible employees the opportunity to purchase UBS shares at 
fair market value and generally receive at no additional cost 
two UBS options for each share purchased, up to a maxi-
mum annual limit. Share purchases can be made annually 
from bonus compensation and / or quarterly based on regu-
lar deductions from salary. Shares purchased under Equity 
Plus are restricted from sale for two years from the time of 
purchase. The options have a strike price equal to the fair 
market value of a UBS share on the date the option is grant-
ed, a two-year vesting period and generally expire ten years 
from the date of grant. The options are forfeitable in certain 
circumstances and are settled in equity, except in countries 
where this is not permitted for legal reasons. Compensation 
expense related to the UBS options is recognized over the 
shorter of the legal vesting period and the period from grant 
to the retirement eligibility date of the employee.

Equity Ownership Plan (EOP): Selected employees  receive 
between 10% and 45% of their annual performance-relat-
ed compensation in UBS shares or notional UBS shares in-
stead of cash, on a mandatory basis (on-cycle awards). Up 
to and including 2004, certain employees were eligible to 
receive a portion of their EOP award in Alternative Invest-
ment Vehicles (AIVs) or UBS options. Since 2005, options 
have not been granted as part of EOP and awards have 
been  generally made in UBS shares, with less than 2% be-
ing made in AIVs to selected employee groups. The awards 
granted in UBS shares or notional UBS shares are settled in 
equity, except in countries where this is not permitted for 
legal reasons. Awards granted in the form of AIVs are 
 settled in cash. EOP awards generally vest in one-third 
 increments over a three-year vesting period. In certain cir-
cumstances, these awards are forfeitable. Compensation 
expense for on-cycle awards is generally recognized during 

the performance year, which is generally the period prior to 
the grant date.

During 2008, UBS granted to certain employees on-cycle 
EOP awards with a nine-month vesting period. Compensa-
tion expense for these awards was fully recognized in 2007. 

Beginning with on-cycle awards granted in 2009 for the 
performance year 2008, compensation expense will be rec-
ognized over the shorter of the legal vesting period and the 
period from grant to the date the employee satisfies certain 
retirement eligibility requirements. This change in account-
ing treatment is the result of the vesting provisions being 
amended to require forfeiture upon voluntary termination of 
employment rather than upon violation of non-compete 
provisions.

EOP awards are also granted to selected employees when 
joining UBS or in other special circumstances (off-cycle 
awards). Off-cycle awards have the same terms and condi-
tions as on-cycle awards, except that the forfeiture condi-
tions are more stringent. Compensation expense for off- 
cycle awards is generally recognized over the shorter of the 
legal vesting period and the period from grant to the retire-
ment eligibility date of the employee.

Senior Executive Equity Ownership Plan (SEEOP): Senior 
executives receive between 25% and 50% of their perfor-
mance-related compensation in UBS shares or notional UBS 
shares instead of cash, on a mandatory basis. The awards 
granted in UBS shares or notional UBS shares are settled in 
equity. SEEOP awards generally vest in one-fifth increments 
over a five-year vesting period. These awards are forfeitable 
if certain conditions are not met. Compensation expense for 
all SEEOP awards is recognized during the performance year, 
which is generally the period prior to the grant date. During 
2008, UBS granted to certain employees SEEOP awards with 
a nine-month vesting period. Compensation expense for 
these awards was fully recognized in 2007.

Key Employee Stock Option Plan (KESOP): Key and high 
potential employees are granted discretionary UBS options 
with a strike price not less than the fair market value of a 
UBS share on the date the option is granted. One option 
gives the right to acquire one registered UBS share at the 
 option’s strike price. The awards are settled in equity,  except 
in countries where this is not permitted for legal reasons. 
Options granted prior to 2008 generally vest in one-third 
increments over a three-year vesting period and generally 
expire ten years from the grant date. Options granted 
from 2008 vest in full following a three-year vesting period 
and generally expire ten years from the grant date. These 
awards are generally forfeitable upon termination of 
 employment with UBS. Compensation expense is recog-
nized over the shorter of the legal vesting period and the 

Note 31 Equity participation and other compensation plans

a) Plans offered
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The total share-based compensation expense recognized 
for the years ended 31 December 2008, 31 December 2007 
and 31 December 2006 was negative CHF 94 million, CHF 
3,173 million and CHF 2,685 million, respectively. The de-
crease in compensation expense in 2008 as compared to 
prior years is primarily a result of UBS adopting the amend-
ment to IFRS 2 Share-based Payment: Vesting Conditions 
and Cancellations on 1 January 2008. Furthermore, UBS 
amended the EOP plan rules for awards to be granted in 
2009 for the year 2008 for which compensation expense 
related to these awards will be recognized over the vesting 
period rather than in the performance year. For the years 
ended 31 December 2008, 31 December 2007 and 31  De-

cember 2006, the compensation expense recognized for 
share-based payments was primarily related to equity-settled 
plans. At 31 December 2008, total compensation expense 
related to non-vested awards not yet recognized in the in-
come statement is CHF 648 million, which is expected to be 
recognized in Personnel expenses over a weighted average 
period of 3.2 years.

Payments to participants of cash-settled share-based and 
AIV plans for the years ended 31 December 2008, 31 Decem-
ber 2007 and 31 December 2006 were CHF 80 million, CHF 
42 million and CHF 177 million, respectively. The total carry-
ing amount of the liability related to these cash-settled plans 
amounted to CHF 207 million as of 31 December 2008.

UBS sponsored funds. No additional company match is 
granted, the awards are generally not forfeitable and are 
settled in cash. This plan does not result in compensation 
expense for UBS.

WMUS Partner Plus Plan: WM US sponsors a compulsory 
deferred compensation plan for selected eligible employees. 
Under this plan, UBS awards amounts based on a predefined 
formula during the performance year. Participants are also 
allowed to voluntarily contribute additional amounts earned 
during the year into the plan up to a percentage of UBS’s 
contributions. The amounts awarded earn an above-market 
rate of interest during a four-year period and a market rate 
of interest thereafter. Partner Plus awards vest in 20% incre-
ments 6 to 10 years after the grant date. The UBS contribu-
tions and all interest earned are forfeitable in certain circum-
stances. Compensation expense is recognized over the 
shorter of the vesting period and the period from the perfor-
mance year to the date that the employee is eligible to leave 
UBS and retain their award.

UBS satisfies share delivery obligations under its option-
based participation plans either by purchasing UBS shares in 
the market or through the issuance of new shares. At exer-
cise, shares held in treasury or newly issued shares are deliv-
ered to the employee against receipt of the strike price. As of 
31 December 2008, UBS was holding approximately 49 mil-
lion shares in treasury and an additional 150 million unissued 
shares in conditional share capital, which are available and 
can be used for future employee option exercises. The shares 
available cover all vested (i.e. exercisable) employee options.

period from grant to the retirement eligibility date of the 
employee.

Senior Executive Stock Option Plan (SESOP): Senior execu-
tives may be granted discretionary UBS options with a strike 
price set at 110% of the fair market value of a UBS share on 
the date the option is granted. One option gives the right to 
acquire one registered UBS share at the option’s strike price. 
The awards are settled in equity. Options vest in full follow-
ing a three-year vesting period and generally expire ten years 
from the grant date. These awards are forfeitable if certain 
conditions are not met. Compensation expense for all SESOP 
awards is recognized during the performance year, which is 
generally the period prior to the grant date.

Global WM&BB Partner Plus Plan (PPP): UBS grants no-
tional UBS shares to certain client advisers, which vest in 20% 
increments 6 to 10 years after the grant date. The awards are 
generally settled in equity, except in countries where this is 
not permitted for legal reasons, and are forfeitable in certain 
circumstances. Compensation expense is recognized over the 
shorter of the legal vesting period and the period from grant 
to the retirement eligibility date of the employee. The first 
grants made under this plan were in 2007.

Other compensation plans
Executive Capital Accumulation Plan (ECAP): UBS sponsors 
a voluntary deferred compensation plan for selected eligi-
ble employees. Under this plan, participants are allowed to 
notionally invest a portion of their cash bonus in money 
 market funds, UBS and non-UBS mutual funds and other 

Note 31 Equity participation and other compensation plans (continued)

a) Plans offered (continued)

b) Effect on income statement and balance sheet
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Note 31 Equity participation and other compensation plans (continued)

c) UBS share awards

Movements in shares granted under the equity participation plans described in Note 31a) are as follows:

Number of 
shares 

31.12.08

Weighted 
average  

grant date  
fair value CHF

Number of  
shares 

31.12.07

Weighted 
average  

grant date  
fair value CHF

Number of  
shares 

31.12.06

Weighted 
average  

grant date  
fair value CHF

Forfeitable, at the beginning of the year 59,102,580 66 56,141,102 58 53,725,186 46

Shares awarded during the year 90,895,594 1,2 32 30,271,820 70 26,652,070 69

Distributions during the year (60,105,109) 61 (25,031,819) 55 (22,712,566) 43

Forfeited during the year (5,156,131) 54 (2,278,523) 66 (1,523,588) 56

Forfeitable, at the end of the year 84,736,935 53 59,102,580 66 56,141,102 58

of which: shares vested for accounting purposes 65,767,017 47,700,903 47,345,901

1 The number of shares awarded during the year include 4,260,681 of reinvested dividends as a result of the stock dividend, for which new shares were issued on 19 May 2008. There was no impact to 
the weighted average grant date fair value and no additional compensation expense was recognized.  2 As a result of the rights offering in June 2008, UBS adjusted the number of notional shares which 
were unvested at the date of the rights offering. This was done to prevent any dilution impact to holders of these notional shares. The total number of shares awarded during the year include an addi-
tional 1,806,071 notional shares as a result of this anti-dilution adjustment. No additional compensation expense was recognized.

Prior to 2008, UBS estimated the grant date fair value of 
shares awarded during the year by using the average UBS 
share price on the grant date as quoted on the SWX Europe. 
The grant date fair value of notional UBS shares without 
 dividend entitlements includes a deduction for the present 
value of future expected dividends to be paid between grant 
date and distribution. The market value of shares vested was 
CHF 1,385 million, CHF 1,737 million, and CHF 1,587 million 
for the years ended 31 December 2008, 31 December 2007, 
and 31 December 2006, respectively.

For share awards granted beginning in 2008, UBS mea-
sures compensation cost based on the average market price 
of the UBS share on the grant date less a discount for post-
vesting sale and hedge restrictions and non-vesting con-
ditions, in accordance with IFRS 2 Share-based Payment: 
Vesting Conditions and Cancellations. The grant date fair 

value of notional UBS shares without dividend entitlements 
also includes a deduction for the present value of future 
 expected dividends to be paid between grant date and distri-
bution. The fair value of the share awards subject to post-
vesting sale and hedge restrictions is discounted based upon 
the duration of the post-vesting restriction. The weighted 
 average discount for share awards granted in 2008 is 
 approximately 19% of the market price of the UBS share. 
Discounts for non-vesting conditions are based on the prob-
ability that the non-vesting conditions will be achieved and 
the award will become exercisable. The fair value of share-
based awards granted prior to 2008 was not discounted for 
post-vesting sale and hedge restrictions, as there was no dis-
tinction between vesting and non-vesting conditions until 
the IASB amended IFRS 2 effective for UBS January 2008 
Share-based Payment: Vesting Conditions and Cancellations.
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Note 31 Equity participation and other compensation plans (continued)

d) UBS option awards

31.12.08 31.12.07 31.12.06

Intrinsic value of options exercised during the year (CHF million) 29 1,046 1,660

Weighted average grant date fair value of options granted (CHF) 7.53 10.43 11.63

The weighted average share price at the time when the 
 options were exercised during the year was CHF 34, CHF 72, 
and CHF 71 for the years ended 31 December 2008, 31 De-

cember 2007, and 31 December 2006, respectively. The fol-
lowing table provides additional information about option 
awards:

Movements in options granted under the equity participation plans described in Note 31a) are as follows:

Number of 
options 

31.12.08 1

Weighted 
average 

exercise price 
CHF 1,2

Number of  
options  

31.12.07 1

Weighted  
average exercise 

price CHF 1,2

Number of  
options  

31.12.06 1

Weighted  
average exercise 

price CHF 1,2

Outstanding, at the beginning of the year 198,213,092 52 188,393,473 47 193,707,056 39

Granted during the year 62,973,879 30 48,094,483 67 48,507,481 67

Exercised during the year (3,673,657) 26 (34,331,511) 36 (50,279,072) 34

Forfeited during the year (6,732,080) 52 (3,650,942) 62 (3,520,009) 52

Expired unexercised (14,725,689) 46 (292,411) 58 (21,983) 38

Outstanding, at the end of the year 236,055,545 47 198,213,092 52 188,393,473 47

Exercisable, at the end of the year 124,054,442 46 96,396,428 39 85,589,034 34

1 As a result of the rights offering in June 2008, UBS adjusted the number of options and exercise price for vested and unvested employee options which were unexercised at the date of the rights  offering. 
This was done to prevent any dilution impact to holders of these options. No additional compensation expense was recognized. This resulted in an increase to the number of options awarded in 2008 of 
3,881,320 and an increase to the prior year outstanding balance of 2,400,143.  2 Some of the options in this table have exercise prices denominated in USD which have been converted into CHF at 
the year-end spot exchange rate for the purposes of this table.

Options outstanding Options exercisable

Range of exercise price per share

Number of 
options 

outstanding

Weighted 
average 

exercise price 
(CHF / USD)

Aggregate 
intrinsic value 

(CHF / USD 
million)

Weighted 
average 

remaining 
contractual 

term (years)

Number of 
options 

exercisable

Weighted 
average 

exercise price 
(CHF / USD)

Aggregate 
intrinsic value 

(CHF / USD 
million)

Weighted 
average 

remaining 
contractual 

term (years)

CHF

14.47–25.00 9,612,902 18.31 1.7 9.8 0 0.00 0.0

25.01–35.00 49,437,156 31.08 0.0 8.3 8,966,563 28.22 0.0 4.3

35.01–45.00 27,821,969 39.23 0.0 5.9 19,023,570 40.68 0.0 4.3

45.01–55.00 26,011,919 49.18 0.0 6.0 22,846,437 48.63 0.0 5.7

55.01–65.00 5,398,949 60.31 0.0 8.0 2,208,584 61.30 0.0 7.4

65.01–75.00 76,929,095 67.85 0.0 7.7 30,294,459 66.34 0.0 7.5

14.47–75.00 195,211,990 49.32 1.7 7.5 83,339,613 51.39 0.0 5.9

USD

4.74–20.00 108,301 13.49 0.3 1.2 108,301 13.49 0.3 1.2

20.01–30.00 15,864,689 21.60 0.0 3.7 15,864,689 21.60 0.0 3.7

30.01–40.00 9,821,977 34.03 0.0 5.3 9,821,977 34.03 0.0 5.3

40.01–53.50 15,048,584 41.40 0.0 6.2 14,919,862 41.36 0.0 6.1

4.74–53.50 40,843,551 31.86 0.3 5.0 40,714,829 31.82 0.3 5.0

The following table summarizes additional information about options outstanding and options exercisable at 31 Decem- 
ber 2008:
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The fair value of options is determined by means of a Monte 
Carlo simulation. The simulation technique uses a mix of 
 implied and historic volatility and specific employee exercise 
behavior patterns based on statistical data, taking into 
 account the specific terms and conditions under which the 
options are granted, such as the vesting period, forced exer-
cises during the lifetime, and gain- and time-dependent ex-
ercise behavior. The expected term of each option is calcu-

lated as the probability-weighted average period of the time 
between grant and exercise. The term structure of volatility 
is derived from the implied volatilities of traded UBS options 
in combination with the observed long-term historic share 
price volatility. Dividends are assumed to grow at a fixed rate 
over the term of the option.

The fair value of options granted in 2008, 2007 and 2006 
was determined using the following assumptions:

Note 31 Equity participation and other compensation plans (continued)

e) Valuation

31.12.08

CHF awards range low range high

Expected volatility (%) 33.86 30.00 49.32

Risk-free interest rate (%) 2.83 1.74 3.27

Expected dividend (CHF) 1.85 1.10 2.57

Strike price (CHF) 30.11 14.47 46.02

Share price (CHF) 28.05 14.47 43.61

31.12.07

CHF awards range low range high

Expected volatility (%) 23.86 22.51 29.23

Risk-free interest rate (%) 2.58 2.46 3.27

Expected dividend (CHF) 3.13 2.20 4.56

Strike price (CHF) 1 71.31 55.48 78.80

Share price (CHF) 1 70.25 55.48 78.80

1 Not adjusted for stock dividend and rights offering in 2008.

31.12.06

CHF awards 1 range low range high

Expected volatility (%) 25.38 22.51 27.18

Risk-free interest rate (%) 2.15 1.96 2.68

Expected dividend (CHF) 2.26 1.76 2.83

Strike price (CHF) 2 71.19 65.13 77.33

Share price (CHF) 2 70.16 65.13 76.25

1 Less than 1% of awards in 2006 were granted in USD. These have been combined with CHF awards for purposes of this disclosure.  2 Not adjusted for stock dividend and rights offering in 2008.
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pendent members of the BoD and GEB including those who 
stepped down during 2008 is as follows:

The non-independent members of the BoD have top man-
agement employment contracts and receive pension bene-
fits upon retirement. Total remuneration of the non-inde-

The Group defines related parties as associated companies, 
post-employment benefit plans for the benefit of UBS em-
ployees, key management personnel, close family members 
of key management personnel and enterprises which are, 
directly or indirectly, controlled by, jointly controlled by or 
significantly influenced by or in which significant voting 

power resides with key management personnel or their close 
family members. Key management personnel is defined as 
members of the Board of Directors (BoD) and Group Execu-
tive Board (GEB). This definition is based on the requirements 
of IAS 24 Related Party Disclosures.

Note 32 Related parties

CHF million 31.12.08 31.12.07 31.12.06

Base salaries and other cash payments 12 14 16

Incentive awards – cash 0 38 107

Employer’s contributions to retirement benefit plans 2 2 1

Benefits in kind, fringe benefits (at market value) 1 2 2

Equity compensation benefits 1 0 22 113

Total 15 78 239

1 Expense for shares and options granted is measured at grant date and allocated over the vesting period, generally 3 years for options and 5 years for shares.

a) Remuneration of key management personnel

Marcel Ospel, former Chairman of the BoD, did not stand for 
re-election at the AGM of 23 April 2008. Stephan Haeringer, 
former executive vice chairman of the BoD, retired from the 
BoD on 2 October 2008. Marco Suter, formerly an executive 
member of the BoD, stepped down from the BoD on 1 Octo-
ber 2007 and thereafter acted as Group Chief Financial 
 Officer (Group CFO) and as a member of the GEB until his 
stepping down from this role on 31 August 2008. While 
Marcel Ospel has retired from UBS as of April 2008, Stephan 
Haeringer and Marco Suter agreed with UBS to continue 
their services for UBS until their termination dates of 30 Sep-
tember 2009 and 31 August 2009 respectively.

All three persons were contractually entitled to receive 
base salary, a payment based on their average remuneration 
over the last three years and certain employment benefits 
until the expiry of their 12-month notice period.

For the fiscal years 2007 and 2008, Marcel Ospel,  Stephan 
Haeringer and Marco Suter did not receive any incentive 
awards. Furthermore, on 25 November 2008, Marcel Ospel, 

Stephan Haeringer and Marco Suter announced that they 
voluntarily relinquished substantial parts of the payments to 
which they were entitled during their periods of employ-
ment with UBS. The total amount waived or repaid was CHF 
33 million.

The remaining contractual obligations to all three former 
BoD members, consisting of those due in 2008 and those 
upcoming in 2009, net of the CHF 33 million voluntarily 
waived or repaid, amounted to CHF 10 million. This amount 
has been fully accrued in 2008 and is reflected in the firm’s 
2008 income statement. Of this amount, CHF 2.3 million 
was for Marcel Ospel, CHF 3.9 million for Stephan Haeringer 
and CHF 3.8 million for Marco Suter.

The independent members of the BoD do not have em-
ployment or service contracts with UBS, and thus are not 
entitled to benefits upon termination of their service on the 
BoD. Payments to these individuals for their services as exter-
nal board members amounted to CHF 6.4 million in 2008, 
CHF 5.7 million in 2007 and CHF 5.9 million in 2006.
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members are granted loans and mortgages at general mar-
ket conditions.

Movements in the loan, advances and mortgage balances 
are as follows:

Non-independent members of the BoD and GEB members 
have been granted loans, fixed advances and mortgages on 
the same terms and conditions that are available to other 
employees, based on terms and conditions granted to third 
parties adjusted for reduced credit risk. Independent BoD 

Of the share totals above, at 31 December 2008, 31 Decem-
ber 2007 and 31 December 2006, 15,878 shares, 4,852  shares 
and 7,146 shares respectively were held by close family 
 members of key management personnel and 103,841 shares, 
2,200,000 shares and 2,200,000 shares respectively were held 
by enterprises which are directly or indirectly controlled by, 

jointly controlled by or significantly influenced by or in which 
significant voting power resides with key management per-
sonnel or their close family members. Further information 
about UBS’s equity participation plans can be found in Note 
31. No member of the BoD or GEB is the  beneficial owner of 
more than 1% of the Group’s shares at 31 December 2008.

b) Equity holdings

31.12.08 31.12.07 31.12.06

Number of stock options from equity participation plans held by non-independent members of the BoD  
and the GEB 1 8,458,037 6,828,152 10,886,798

Number of shares held by members of the BoD, GEB and parties closely linked to them 5,892,548 6,693,012 7,974,724

1 Further information about UBS’s equity participation plans can be found in Note 31.

CHF million 31.12.08 31.12.07

Balance at the beginning of the year 15 19

Additions 8 0

Reductions (12) (4)

Balance at the end of the year 11 15

No unsecured loans were granted to key management personnel as of 31 December 2008 and 31 December 2007.

c) Loans, advances and mortgages to key management personnel

d) Associated companies

Movements in loans to associated companies are as follows:
CHF million 31.12.08 31.12.07

Balance at the beginning of the year 220 375

Additions 171 60

Reductions (77) (215)

Credit loss (expense) / recovery 0 0

Foreign currency translation (13) 0

Balance at the end of the year 301 220

thereof unsecured loans 82 56

thereof allowances for credit losses 3 4

All loans to associated companies are transacted at arm’s length.

Note 32 Related parties (continued)
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Note 32 Related parties (continued)

d) Associated companies (continued)

Other transactions with associated companies transacted at arm’s length are as follows:

Note 34 provides a list of significant associates.

For the year ended or as of

CHF million 31.12.08 31.12.07 31.12.06

Payments to associates for goods and services received 90 87 58

Fees received for services provided to associates 6 20 79

Commitments and contingent liabilities to associates 40 33 32

e) Other related party transactions

During 2008 and 2007, UBS entered into transactions at 
arm’s length with enterprises which are directly or indirectly 
controlled by, jointly controlled by or significantly influenced 
by or in which significant voting power resides with key 
management personnel or their close family members. In 
2008 and 2007 these companies included Aebi + Co. AG 
(Switzerland), AC Management SA, (Switzerland), Bertarelli 
Family (Switzerland), Bertarelli Investment Ltd (Jersey) (dis-
solved in December 2007), DKSH Holding AG (Switzerland), 

Fiat Group (Italy), Kedge Capital Selected Funds Ltd. (Jersey), 
Lévy Kaufmann-Kohler (Switzerland), Limonares Ltd (Jersey) 
(dissolved in December 2007), Löwenfeld AG (Switzerland), 
Martown Trading Ltd. (Isle of Man), Omega Fund I Ltd (Jer-
sey), Omega Fund II Ltd (Jersey), Omega Fund III Ltd (Jersey), 
Omega Fund IV Ltd (Jersey), Royal Dutch Shell plc (UK), SGS 
Société Générale de Surveillance SA (Switzerland), Stadler 
Rail Group (Switzerland), Team Alinghi (Switzerland), Team 
Alinghi (Spain) and Walo Group (Switzerland).

Movements in loans to other related parties are as  follows:

CHF million 31.12.08 31.12.07 31.12.06

Balance at the beginning of the year 688 872 919

Additions 206 301 34

Reductions 220 485 81

Balance at the end of the year 1 674 688 872

1 In 2008 includes loans, guarantees and contingent liablitites of CHF 192 million and unused committed facilities of CHF 482 million but excludes unused uncommitted working capital facilities and 
unused guarantees of CHF 691 million. In 2007 includes loans, guarantees and contingent liabilities of CHF 270 million and unused committed facilities of CHF 418 million but excludes unused un-
committed working capital facilities and unused guarantees of CHF 205 million. In 2006 includes loans, guarantees and contingent liabilities of CHF 128 million and unused committed facilities of 
CHF 744 million but excludes unused uncommitted working capital facilities and unused guarantees of CHF 173 million.

Other transactions with these related parties include:

CHF million 31.12.08 31.12.07 31.12.06

Goods sold and services provided to UBS 1 8 8

Fees received for services provided by UBS 22 16 8

As part of its sponsorship of Team Alinghi, UBS paid CHF 
828,090 (EUR 538,000) in basic sponsoring fees for 2008. 

Team Alinghi’s controlling shareholder is UBS board member 
Ernesto Bertarelli.

f) Additional information

UBS also engages in trading and risk management activities 
(e. g. swaps, options, forwards) with various related parties 
mentioned in previous sections. These transactions may give 
rise to credit risk either for UBS or for a related party towards 

UBS. As part of its normal course of business, UBS is also a 
market maker in equity and debt instruments and at times 
may hold positions in instruments of related parties.
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On 18 February 2009, UBS announced that it settled its US 
cross-border case with the US Department of Justice and the 
US Securities and Exchange Commission. Refer to “Note 21 
Provisions and litigation” for details. 

The Swiss National Bank (SNB) determined the purchase 
price to be paid for certain positions that have not yet been 
transferred into the fund owned and controlled by the SNB. 
Refer to “Note 38 Reorganizations and disposals” for details. 

Both events above meet the definition of an adjusting 
event after the reporting period as defined in IAS 10 Events 
after the Reporting Period and have been considered in the 
financial statements as of 31 December 2008. The total im-

pact on net profit after tax was negative CHF 1,203 million.
On 19 January 2009, UBS announced that it had entered 

into an agreement to acquire the commodity index business 
of AIG Financial Product Corp. Refer to “Note 36 Business 
combinations” for details.

There have been no further material post-balance-sheet 
events which would require disclosure or adjustment to the 
31 December 2008 Financial Statements.

On 5 March 2009, the Board of Directors reviewed the 
Financial Statements and authorized them for issue. These 
Fi nancial Statements were submitted to the Annual  General 
Meeting of Shareholders on 15 April 2009 for  approval.

Note 33 Post-balance-sheet events

The legal entity group structure of UBS is designed to support 
the Group’s businesses within an efficient legal, tax, regula-
tory and funding framework. Neither the business divisions 
of UBS (namely Investment Bank, Global Wealth Manage-
ment & Business Banking and Global Asset Management) 
nor Corporate Center are replicated in their own individual 
legal entities, but rather they generally operate out of UBS 
AG (Parent Bank) through its Swiss and foreign branches.

The Parent Bank structure allows UBS to capitalize on the 
advantages offered by the use of one legal platform by all 

the business divisions. It provides for the most cost-efficient 
and flexible structure and facilitates efficient allocation and 
use of capital, comprehensive risk management and control 
and straightforward funding processes.

Where, usually due to local legal, tax or regulatory rules 
or due to additional legal entities joining the UBS Group via 
acquisition, it is either not possible or not efficient to operate 
out of the Parent Bank, then local subsidiary companies host 
the businesses. The significant operating subsidiary compa-
nies in the Group are listed below:

Note 34 Significant subsidiaries and associates

Significant subsidiaries

Company Jurisdiction of incorporation Business division 1
Share capital 

in millions
Equity interest 

accumulated in %

Banco UBS Pactual S.A. Rio de Janeiro, Brazil IB BRL 349.6 100.0

Caisse Centrale de Réescompte Paris, France Global AM EUR 106.3 100.0

CCR Actions S.A. Paris, France Global AM EUR 1.1 100.0

CCR Gestion S.A. Paris, France Global AM EUR 2.2 100.0

Fondcenter AG Zurich, Switzerland Global AM CHF 0.1 100.0

OOO UBS Bank Moscow, Russia IB RUB 1,250.0 100.0

PT UBS Securities Indonesia Jakarta, Indonesia IB IDR 118,000.0 98.6

UBS (Bahamas) Ltd. Nassau, Bahamas Global WM&BB USD 4.0 100.0

UBS (France) S.A. Paris, France Global WM&BB EUR 50.7 100.0

UBS (Grand Cayman) Limited George Town, Cayman Islands IB USD 25.0 100.0

UBS (Italia) S.p.A. Milan, Italy Global WM&BB EUR 60.0 100.0

UBS (Luxembourg) S.A. Luxembourg, Luxembourg Global WM&BB CHF 150.0 100.0

UBS (Monaco) S.A. Monte Carlo, Monaco Global WM&BB EUR 9.2 100.0

UBS Alternative and Quantitative Investments Limited London, Great Britain Global AM GBP 0.3 100.0

UBS Alternative and Quantitative Investments LLC Delaware, USA Global AM USD 0.1 100.0

UBS Americas Inc Delaware, USA IB USD 0.0 100.0

UBS Asesores SA Panama, Panama Global WM&BB USD 0.0 100.0

UBS Bank (Canada) Toronto, Canada Global WM&BB CAD 8.5 100.0

UBS Bank Mexico, S.A. Institucion de Banca Multiple,  
UBS Grupo Financiero Mexico City, Mexico IB MXN 639.4 100.0

1 Global WM&BB: Global Wealth Management & Business Banking, Global AM: Global Asset Management, IB: Investment Bank, CC: Corporate Center.
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Note 34 Significant subsidiaries and associates (continued)

Significant subsidiaries (continued)

Company Jurisdiction of incorporation Business division 1
Share capital 

in millions
Equity interest 

accumulated in %

UBS Bank USA Utah, USA Global WM&BB USD 1,700.0 100.0

UBS Bank, S.A. Madrid, Spain Global WM&BB EUR 77.2 100.0

UBS Belgium SA / NV Brussels, Belgium Global WM&BB EUR 23.0 100.0

UBS Capital (Jersey) Ltd St. Helier, Jersey IB GBP 119.0 100.0

UBS Capital B.V. Amsterdam, the Netherlands IB EUR 8.9 2 100.0

UBS Card Center AG Glattbrugg, Switzerland Global WM&BB CHF 0.1 100.0

UBS Clearing and Execution Services Limited London, Great Britain IB USD 50.0 100.0

UBS Convertible Securities (Jersey) Limited St. Helier, Jersey CC CHF 50.0 100.0

UBS Derivatives Hong Kong Limited Hong Kong, China IB HKD 880.0 100.0

UBS Deutschland AG Frankfurt am Main, Germany Global WM&BB EUR 176.0 100.0

UBS Factoring AG Zurich, Switzerland Global WM&BB CHF 5.0 100.0

UBS Fiduciaria S.p.A. Milan, Italy Global WM&BB EUR 0.2 100.0

UBS Finance (Cayman Islands) Ltd. George Town, Cayman Islands CC USD 0.5 100.0

UBS Finance (Curação) N.V. Willemstad, Netherlands Antilles CC USD 0.1 100.0

UBS Finance (Delaware) LLC Delaware, USA IB USD 37.3 2 100.0

UBS Financial Services Inc. Delaware, USA Global WM&BB USD 2,005.8 2 100.0

UBS Financial Services Incorporated of Puerto Rico Hato Rey, Puerto Rico Global WM&BB USD 31.0 2 100.0

UBS Fund Advisor, L.L.C. Delaware, USA Global WM&BB USD 0.0 100.0

UBS Fund Holding (Luxembourg) S.A. Luxembourg, Luxembourg Global AM CHF 42.0 100.0

UBS Fund Holding (Switzerland) AG Basel, Switzerland Global AM CHF 18.0 100.0

UBS Fund Management (Switzerland) AG Basel, Switzerland Global AM CHF 1.0 100.0

UBS Fund Services (Cayman) Ltd George Town, Cayman Islands Global AM USD 5.6 100.0

UBS Fund Services (Ireland) Limited Dublin, Ireland Global AM EUR 1.3 100.0

UBS Fund Services (Luxembourg) S.A. Luxembourg, Luxembourg Global AM CHF 2.5 100.0

UBS Fund Services (Luxembourg) S.A. Poland Branch Zabierzow, Poland CC PLN 0.1 100.0

UBS Futures Singapore Ltd. Singapore, Singapore IB USD 39.8 2 100.0

UBS Global Asset Management (Americas) Inc Delaware, USA Global AM USD 0.0 100.0

UBS Global Asset Management (Australia) Ltd Sydney, Australia Global AM AUD 8.0 100.0

UBS Global Asset Management (Canada) Co Toronto, Canada Global AM CAD 117.0 100.0

UBS Global Asset Management (Deutschland) GmbH Frankfurt am Main, Germany Global AM EUR 7.7 100.0

UBS Global Asset Management (France) S.A. Paris, France Global WM&BB EUR 2.3 100.0

UBS Global Asset Management (Hong Kong) Limited Hong Kong, China Global AM HKD 25.0 100.0

UBS Global Asset Management (Italia) SGR SpA Milan, Italy Global AM EUR 3.1 100.0

UBS Global Asset Management (Japan) Ltd Tokyo, Japan Global AM JPY 2,200.0 100.0

UBS Global Asset Management (Singapore) Ltd Singapore, Singapore Global AM SGD 4.0 100.0

UBS Global Asset Management (Taiwan) Ltd Taipei, Taiwan Global AM TWD 340.0 100.0

UBS Global Asset Management (UK) Ltd London, Great Britain Global AM GBP 68.0 100.0

UBS Global Asset Management (US) Inc Delaware, USA Global AM USD 23.2 2 100.0

UBS Global Asset Management Funds Ltd London, Great Britain Global AM GBP 19.0 100.0

UBS Global Asset Management Holding Ltd London, Great Britain Global AM GBP 86.0 100.0

UBS Global Asset Management Life Ltd London, Great Britain Global AM GBP 5.0 100.0

UBS Global Life AG Vaduz, Liechtenstein Global WM&BB CHF 5.0 100.0

UBS Global Trust Corporation St. John, Canada Global WM&BB CAD 0.1 100.0

UBS Grupo Financiero, S.A. de C.V. Mexico City, Mexico IB MXN 851.8 100.0

UBS Hana Asset Management Company Ltd Seoul, South Korea Global AM KRW 45,000.0 51.0

UBS International Holdings B.V. Amsterdam, the Netherlands CC EUR 6.8 100.0

UBS International Inc. New York, USA Global WM&BB USD 44.3 2 100.0

UBS International Life Limited Dublin, Ireland Global WM&BB EUR 1.0 100.0

UBS Investment Management Canada Inc. Toronto, Canada Global WM&BB CAD 0.0 100.0

1 Global WM&BB: Global Wealth Management & Business Banking, Global AM: Global Asset Management, IB: Investment Bank, CC: Corporate Center.  2 Share capital and share premium.
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Note 34 Significant subsidiaries and associates (continued)

Significant subsidiaries (continued)

Company Jurisdiction of incorporation Business division 1
Share capital 

in millions
Equity interest 

accumulated in %

UBS Investments Philippines, Inc. Makati City, Philippines IB PHP 360.0 99.4

UBS Italia SIM SpA Milan, Italy IB EUR 15.1 100.0

UBS Leasing AG Zurich, Switzerland Global WM&BB CHF 10.0 100.0

UBS Life AG Zurich, Switzerland Global WM&BB CHF 25.0 100.0

UBS Life Insurance Company USA California, USA Global WM&BB USD 39.3 2 100.0

UBS Limited London, Great Britain IB GBP 63.3 100.0

UBS Loan Finance LLC Delaware, USA IB USD 16.7 100.0

UBS Menkul Degerler AS Istanbul, Turkey IB TRY 30.0 100.0

UBS New Zealand Limited Auckland, New Zealand IB NZD 7.5 100.0

UBS O’Connor Limited London, Great Britain Global AM GBP 8.8 100.0

UBS O’Connor LLC Delaware, USA Global AM USD 1.0 100.0

UBS Pactual Asset Management S.A. DTVM Rio de Janeiro, Brazil Global AM BRL 73.2 100.0

UBS Preferred Funding Company LLC I Delaware, USA CC USD 0.0 100.0

UBS Preferred Funding Company LLC II Delaware, USA CC USD 0.0 100.0

UBS Preferred Funding Company LLC IV Delaware, USA CC USD 0.0 100.0

UBS Preferred Funding Company LLC V Delaware, USA CC USD 0.0 100.0

UBS Real Estate Kapitalanlagegesellschaft mbH Munich, Germany Global AM EUR 7.5 51.0

UBS Real Estate Securities Inc Delaware, USA IB USD 950.4 2 100.0

UBS Realty Investors LLC Massachusetts, USA Global AM USD 9.3 100.0

UBS Sauerborn Private Equity Komplementär GmbH Bad Homburg, Germany Global WM&BB EUR 0.0 100.0

UBS Securities (Thailand) Ltd Bangkok, Thailand IB THB 400.0 100.0

UBS Securities Asia Limited Hong Kong, China IB HKD 20.0 100.0

UBS Securities Australia Ltd Sydney, Australia IB AUD 209.8 2 100.0

UBS Securities Canada Inc Toronto, Canada IB CAD 10.0 100.0

UBS Securities España Sociedad de Valores SA Madrid, Spain IB EUR 15.0 100.0

UBS Securities France S.A. Paris, France IB EUR 22.9 100.0

UBS Securities Hong Kong Limited Hong Kong, China IB HKD 430.0 100.0

UBS Securities India Private Limited Mumbai, India IB INR 668.3 100.0

UBS Securities International Limited London, Great Britain IB GBP 18.0 100.0

UBS Securities Japan Ltd George Town, Cayman Islands IB JPY 60,000.0 100.0

UBS Securities LLC Delaware, USA IB USD 22,205.6 2 100.0

UBS Securities Malaysia Sdn. Bhd. Kuala Lumpur, Malaysia IB MYR 75.0 100.0

UBS Securities Philippines Inc Makati City, Philippines IB PHP 190.0 100.0

UBS Securities Pte. Ltd. Singapore, Singapore IB SGD 311.5 100.0

UBS Securities Pte. Ltd. Seoul Branch Seoul, South Korea IB KRW 150,000.0 100.0

UBS Service Centre (India) Private Limited Mumbai, India CC INR 1,249.6 100.0

UBS Service Centre (Poland) Sp. z o.o. Krakow, Poland CC PLN 0.1 100.0

UBS Services USA LLC Delaware, USA Global WM&BB USD 0.1 100.0

UBS South Africa (Proprietary) Limited Sandton, South Africa IB ZAR 0.0 100.0

UBS Swiss Financial Advisers AG Zurich, Switzerland Global WM&BB CHF 1.5 100.0

UBS Trustees (Bahamas) Ltd Nassau, Bahamas Global WM&BB USD 2.0 100.0

UBS Trustees (Cayman) Ltd George Town, Cayman Islands Global WM&BB USD 2.0 100.0

UBS Trustees (Jersey) Ltd. St. Helier, Jersey Global WM&BB GBP 0.0 100.0

UBS Trustees (Singapore) Ltd Singapore, Singapore Global WM&BB SGD 3.3 100.0

UBS UK Holding Limited London, Great Britain IB GBP 5.0 100.0

UBS UK Properties Limited London, Great Britain IB GBP 132.0 100.0

UBS Wealth Management (UK) Ltd London, Great Britain Global WM&BB GBP 2.5 100.0

UBS Wealth Management Australia Ltd Melbourne, Australia Global WM&BB AUD 53.9 100.0

UBS Trust Company National Association New York, USA Global WM&BB USD 105.0 2 100.0

Vermogens Advies Holding B.V. Amsterdam, the Netherlands Global WM&BB EUR 0.3 100.0

1 Global WM&BB: Global Wealth Management & Business Banking, Global AM: Global Asset Management, IB: Investment Bank, CC: Corporate Center.  2 Share capital and share premium.
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Consolidated companies: changes in 2008

Significant new companies

Caisse Centrale de Réescompte – Paris, France

CCR Actions S.A. – Paris, France

CCR Gestion S.A. – Paris, France

UBS Convertible Securities (Jersey) Limited – St. Helier, Jersey

UBS Preferred Funding Company LLC V – Delaware, USA

UBS Service Center (India) Private Limited – Mumbai, India

Vermogens Advies Holding B.V. – Amsterdam, the Netherlands

Deconsolidated companies

Significant deconsolidated companies Reason for deconsolidation

Crédit Industriel Société Anonyme in Liquidation – Zurich, Switzerland Liquidated

Thesaurus Continentale Effekten-Gesellschaft in Zurich in Liquidation – Zurich, Switzerland Liquidated

UBS Fiduciary Trust Company – New Jersey, USA Sold

Significant associates

Company Industry Equity interest in %

SIX Group AG – Zurich, Switzerland Financial 17.3

UBS Securities Co. Limited – Beijing, China Financial 20.0

Williamsburg Edge LLC – Delaware, USA Real Estate 50.0

219 West 81st LLC – Delaware, USA Real Estate 50.0

Note 34 Significant subsidiaries and associates (continued)
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distributes it. This results in double counting within UBS total 
invested assets, as both business divisions are providing a 
service independently to their respective clients, and both 
add value and generate revenue.

Net new money in a period is the net amount of invested 
assets that are entrusted to UBS by new and existing clients 
less those withdrawn by existing clients and clients who ter-
minate their relationship with UBS.

Net new money is calculated using the direct method, by 
which inflows and outflows to / from invested assets are de-
termined at the client level based on transactions. Interest 
and dividend income from invested assets is not counted as 
net new money inflow. Market and currency movements as 
well as fees, commissions and interest on loans charged are 
excluded from net new money, as are the effects resulting 
from any acquisition or divestment of a UBS subsidiary or 
business. Reclassifications between invested assets and cli-
ent assets as a result of a change in the service level delivered 
are treated as net new money flows.

Invested assets include all client assets managed by or de-
posited with UBS for investment purposes. For example, 
 invested assets include managed fund assets, managed insti-
tutional assets, discretionary and advisory wealth manage-
ment portfolios, fiduciary deposits, time deposits, savings 
accounts and wealth management securities or brokerage 
accounts. All assets held for purely transactional purposes 
and custody-only assets, including corporate client assets 
held for cash management and transactional purposes, are 
excluded from invested assets as the Group only administers 
the assets and does not offer advice on how the assets 
should be invested. Also excluded are non-bankable assets 
(e. g. art collections) and deposits from third-party banks for 
funding or trading purposes.

Discretionary assets are defined as client assets for which 
UBS decides how to invest them. Other invested assets are 
those where the client ultimately decides how the assets are 
invested. When a single product is created in one business 
division and sold in another, it is counted in both the busi-
ness division that manages the investment and the one that 

On or for the year ended

CHF billion 31.12.08 31.12.07

Fund assets managed by UBS 339 509

Discretionary assets 528 877

Other invested assets 1,307 1,803

Total invested assets (double counts included) 2,174 3,189

thereof double count 273 392

thereof acquisitions (divestments) 19.1 50.5

Net new money (double counts included) (226.0) 140.6

Note 35 Invested assets and net new money
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Caisse Centrale de Réescompte Group
In February 2008, UBS completed the acquisition in France of 
100% of Caisse Centrale de Réescompte Group (CCR) from 
Commerzbank. The cost of the business combination, includ-
ing directly attributable transaction costs, amounted to ap-
proximately CHF 613 million (EUR 387 million) and was paid 
in cash. The cost of the business combination included ap-
proximately EUR 133 million for the excess capital in CCR at 

closing. The cost of the business combination has been allo-
cated to intangible assets reflecting customer relationships of 
CHF 36 million (EUR 23 million), net assets of CHF 209 mil-
lion (EUR 131 million) and goodwill of CHF 368 million (EUR 
233 million). The business of CCR, which included EUR 13.3 
billion of invested assets as of 31 December 2007 and ap-
proximately 190 employees, was integrated into UBS’s  asset 
management and wealth management businesses in France.

Caisse Centrale de Réescompte Group (CCR) 2008

CHF million Book Value Step-up to fair value Fair Value

Assets

Intangible assets 0 36 36

Property and equipment 5 0 5

Goodwill 0 368 368

All other assets 513 1 514

Total assets 518 405 923

Liabilities

Total liabilities 297 13 310

Net assets 221 392 613

Total liabilities and equity 518 405 923

On the acquisition date, intangible assets and goodwill were allocated to the divisions as follows:

Caisse Centrale de Réescompte Group (CCR) 2008

CHF million
Global Wealth Management & 

Business Banking
Global Asset 

Management Total

Assets

Intangible assets 10 26 36

Goodwill 37 331 368

Note 36 Business combinations

Business combinations completed in 2008
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3 years. The cost of the business combination was alloc-
ated to intangible assets of CHF 49 million (EUR 30 million), 
net liabilities of CHF 2.1 million (EUR 1.3 million) and good-
will of CHF 124 million (EUR 77 million). VermogensGroep 
serves wealthy private clients, foundations and institutions 
in the Dutch market and managed client assets of approxi-
mately EUR 4 billion at the time of the transaction. Vermo-
gensGroep was integrated into UBS’s wealth management 
 business.

VermogensGroep
In August 2008, UBS completed the acquisition of 100% of 
VermogensGroep, an independent Dutch wealth manager. 
The cost of the business combination, including directly 
 attributable transaction costs, amounted to approximately 
CHF 171 million (EUR 105 million) out of which approxi-
mately CHF 81 million (EUR 50 million) were paid in cash 
upon closing. The remaining cost of the business combina-
tion is expected to be paid in installments over the next 

Note 36 Business combinations (continued)

VermogensGroep 2008

CHF million Book Value Step-up to fair value Fair Value

Assets

Intangible assets 0 49 49

Property and equipment 2 0 2

Goodwill 0 124 124

All other assets 10 0 10

Total assets 12 173 185

Liabilities

Total liabilities 2 12 14

Net assets 10 161 171

Total liabilities and equity 12 173 185

Acquisition announced after the balance sheet date
Acquisition of the commodity index business of AIG 
Financial Products Corp. 
On 19 January 2009, UBS announced that its investment 
bank had entered into a binding agreement to purchase the 
commodity index business of AIG Financial Products Corp., 
including AIG’s rights to the DJ-AIG Commodity index. The 

purchase price for the transaction is USD 15 million, payable 
upon closing, and additional payments of up to USD 135 mil-
lion over the following 18 months, based upon future earn-
ings of the purchased business. Closing of the transaction, 
expected by May 2009, is subject to a number of regulatory 
and other conditions. No assurance can be given that any 
such conditions will be satisfied.
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During 2007, UBS completed two material acquisitions that 
were accounted for as business combinations.

McDonald Investments’ branch network
In February 2007, UBS completed the acquisition of the 
branch network of McDonald Investments, a unit of Key-
Corp. The cost of the business combination consisted of 
CHF 269 million (USD 220 million) for the business opera-
tions including directly attributable transaction costs, and of 
CHF 70 million (USD 58 million) for the net loans to cus-
tomer portfolios of McDonald Investments, resulting in a 

McDonald Investments’ branch network 2007

CHF million Book Value Step-up to fair value Fair Value

Assets

Intangible assets 0 57 57

Property and equipment 4 (1) 3

Deferred tax assets 0 10 10

Goodwill 0 205 205

All other assets 70 0 70

Total assets 74 271 345

Liabilities

Total liabilities 6 0 6

Net assets 68 271 339

Total liabilities and equity 74 271 345

Daehan Investment Trust Management Company
In July 2007, UBS completed the acquisition of 51% of Dae-
han Investment Trust Management Company Ltd. (DIMCO) 
from Hana Daetoo Securities (formerly Daehan Investment & 
Securities Company Ltd.), a wholly owned subsidiary of Hana 
Financial Group. DIMCO was integrated into UBS’s Global 
 Asset Management business and renamed as UBS Hana  Asset 
Management Company Ltd. internationally, and as Hana UBS 
Asset Management in Korea. The estimated cost of the busi-
ness combination amounted to approximately CHF 238 mil-
lion (KRW 180 billion) in total and was paid in cash. The pur-

Daehan Investment Trust Management Company 2007

CHF million Book Value Step-up to fair value Fair Value

Assets

Intangible assets 0 52 52

Goodwill 0 188 188

All other assets 87 0 87

Total assets 87 240 327

Liabilities

Total liabilities 13 14 27

Net assets attributable to minority interests 36 22 58

Net assets attributable to UBS shareholders 38 204 242

Total liabilities and equity 87 240 327

Note 36 Business combinations (continued)

Business combinations completed in 2007

total cash consideration paid of CHF 339 million (USD 278 
million). The cost of the business combination was allocated 
to an intangible asset reflecting customer relationships of 
CHF 57 million (USD 47 million), remaining net assets of 
CHF 77 million (USD 63 million) including the net loans to 
customer portfolios, and goodwill of CHF 205 million (USD 
168 million). The unit provides comprehensive wealth man-
agement services to affluent and high net worth individuals, 
including estate planning, retirement planning and asset 
management, and has been integrated into Wealth Man-
agement US.

chase price is subject to an earn-out clawback of up to CHF 
40 million (KRW 30 billion) over the next three to five years. 
The acquisition costs had been allocated to intangible assets 
reflecting customer relationships of CHF 54 million, net assets 
of CHF 74 million and goodwill of CHF 170 million. On the 
acquisition date, equity attributable to minority interests 
was CHF 60 million. At closing, DIMCO managed around 
CHF 26.4 billion of assets (KRW 19.9 trillion).

In 2008, the purchase price allocation was finalized and 
resulted in intangible assets of CHF 52 million and goodwill 
of CHF 188 million.
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Business combinations announced in 2007
Standard Chartered’s mutual funds management business 
in India
Following the expiry of the Sale and Purchase Agreement 
between UBS and Standard Chartered Bank executed in 
 January 2007, UBS announced in December 2007 that it will 
not proceed with its planned acquisition of Standard Char-
tered Bank’s mutual funds management business in India.

Acquisition of significant associates in 2007
UBS Securities
In April 2007, UBS completed the acquisition of an equity 
stake of 20% in the newly established UBS Securities Co. Ltd. 
(UBSS) in China for a total consideration of approximately 

CHF 369 million (RMB 2.4 billion). The cost of the acquisition 
consisted of cash payments of approximately CHF 324 million 
(RMB 2.1 billion) including transaction costs and liabilities set-
tled as well as the assumption of liabilities of approximately 
CHF 45 million (RMB 0.3 billion). On the basis of its current 
rights and obligations, UBS has significant  influence and ap-
plies the equity method of accounting. Following approvals 
by Chinese regulators, UBSS commenced operations in De-
cember 2006 on the basis of a comprehensive set of securities 
licenses. UBSS is active in both primary and secondary domes-
tic equities and fixed income busi nesses, in discretionary asset 
management, corporate advisory and mergers and acquisi-
tions services, and in wealth management.

Note 36 Business combinations (continued)

Pro-forma information (unaudited)

For the year ended

CHF million, except where indicated 31.12.08 31.12.07 31.12.06

Total operating income 819 31,932 48,928

Net profit (21,286) (5,233) 11,887

Basic earnings per share (CHF) (7.69) (2.42) 5.35

Pro-forma information (unaudited)

The following pro-forma information shows UBS’s total op-
erating income, net profit attributable to UBS shareholders 
and basic earnings per share as if all of the acquisitions com-
pleted in 2008 had been made as of 1 January 2007 and all 
acquisitions completed in 2007, had been made as of 1 Jan-

uary 2006. Adjustments have been made to reflect  additional 
amortization and depreciation of assets and liabilities, which 
have been assigned fair values different from their carryover 
bases in purchase accounting.
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2008

Industrial holdings
In 2008, private equity investments, including the sale of one 
equity investment and subsequent gains on private equity 
investments sold in prior years, contributed CHF 155 million 
to UBS’s net profit from discontinued operations, which 
 includes after-tax gains on sale of CHF 120 million and an 
after-tax operating profit of CHF 34 million. The cash consid-
eration received for the equity investment sold in 2008 
amounted to CHF 141 million. These private equity invest-
ments were held within the Industrial Holdings, integrated 
within Corporate Center since the beginning of 2008, and 
were sold in line with UBS’s strategy to exit the private  equity 
business.

2007

Industrial holdings
In 2007, private equity investments, including the sale of 
two private equity investments as well as subsequent gains 
on private equity investments sold in prior years, contributed 
CHF 138 million to UBS’s net profit from discontinued 
 operations, which includes after-tax gains on sale of CHF 
102 million and an after-tax operating profit of CHF 36 mil-
lion. The cash consideration received for the two investments 
sold in 2007 amounted to CHF 14 million. These private 
 equity investments were all held within the Industrial Hold-
ings segment and were sold in line with UBS’s strategy to exit 
the private equity business.

Private banks & GAM
The tax benefit on gain from sales of CHF 258 million in-
cludes the release of a deferred tax liability of approximately 
CHF 275 million to the profit and loss account, which was 
recognized upon the sale of UBS’s 20.7% stake in Julius Baer 
in 2007. This deferred tax liability had been recognized in 
connection with the receipt of Julius Baer shares on the sale 
of Private Banks & GAM in December 2005, but was not ul-
timately incurred due to the manner of realization of the 
 Julius Baer investment. The tax expense from the recognition 
of the deferred tax liability was booked in discontinued op-
erations in 2005, and therefore the release has also been 
reflected in discontinued operations.

2006

Motor-Columbus
On 23 March 2006, UBS sold its 55.6% stake in Motor- 
Columbus to a consortium representing Atel’s Swiss minority 
shareholders (EBM, EBL, the Canton of Solothurn, IB Aarau, 
AIL Lugano and WWZ Zug), EOS Holding and Atel, as well as 
to the French utility Electricité de France (EDF) following the 
receipt of relevant regulatory approvals by the Swiss and 
 international authorities. In total, UBS sold 281,535 Motor-
Columbus shares, at a price of CHF 4,600 per share, result-
ing in a sale price of approximately CHF 1,295 million, which 
was fully paid in cash. A pre-tax gain on sale of CHF 364 mil-
lion is reported in the Industrial Holdings segment. From 
1 January to 23 March 2006, Motor-Columbus had a net 
profit from operations of CHF 71 million. Together with the 
after-tax gain on sale of CHF 387 million, the net profit from 
discontinued operations is CHF 458 million in 2006.

Other Industrial holdings
In 2006, private equity investments contributed CHF 437 mil-
lion to UBS’s net profit from discontinued operations, which 
includes after-tax gains on sale of CHF 424 million and an 
after-tax operating profit of CHF 13 million.

Note 37 Discontinued operations
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Note 37 Discontinued operations (continued)

For the year ended 31.12.08

CHF million Private Banks & GAM 1 Industrial Holdings

Operating income 0 19

Operating expenses 0 (15)

Operating profit from discontinued operations before tax 0 34

Pre-tax gain on sale 44 120

Profit from discontinued operations before tax 44 155

Tax expense on operating profit from discontinued operations before tax 0 0

Tax expense on gain from sale 1 0

Tax expense from discontinued operations 1 0

Net profit from discontinued operations 43 155

Net cash flows from

operating activities 0 (1)

investing activities 0 3

financing activities 0 0
1 Gain resulting from a purchase price adjustment related to the sale of Private Banks & GAM in 2005. Included in Corporate Center in Note 2a.

For the year ended 31.12.07

CHF million Private Banks & GAM 1 Industrial Holdings

Operating income 0 394

Operating expenses 0 358

Operating profit from discontinued operations before tax 0 36

Pre-tax gain on sale 7 102

Profit from discontinued operations before tax 7 138

Tax expense on operating profit from discontinued operations before tax 0 0

Tax expense on gain from sale (258) 0

Tax expense from discontinued operations (258) 0

Net profit from discontinued operations 265 138

Net cash flows from

operating activities 0 32

investing activities 0 (1)

financing activities 0 (42)

1 Included in Corporate Center in Note 2a.

For the year ended 31.12.06

CHF million Motor-Columbus Other Industrial Holdings 1

Operating income 2,494 993

Operating expenses 2,412 979

Operating profit from discontinued operations before tax 82 14

Pre-tax gain on sale 364 428

Profit from discontinued operations before tax 446 442

Tax expense on operating profit from discontinued operations before tax 11 1

Tax expense on gain from sale (23) 0

Tax expense from discontinued operations (12) 1

Net profit from discontinued operations 458 441

Net cash flows from

operating activities 1 16

investing activities (52) 73

financing activities (22) (88)

1 Pre-tax gain on sale includes CHF 4 million related to Private Banks & GAM, which is included in Corporate Center in Note 2a.
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Reorganizations
Closure of the US municipal securities business
In June 2008, UBS closed its Investment Bank’s institutional 
municipal securities business. The retail operations of the 
municipal securities business, including secondary market 
activities, were transferred to Wealth Management US. As a 
result, approximately 70 employees and municipal bonds 
with a fair value of approximately CHF 0.4 billion (USD 
0.4 billion) were transferred from the Investment Bank to 
Wealth Management US.

In 2008, restructuring costs of CHF 56 million (USD 
55 million) and a goodwill impairment loss of CHF 341 mil-
lion (USD 334 million) were recognized in the income 
 statement in relation to this closure. The restructuring costs 
mainly relate to termination costs for office space rental 
 contracts and vendor contracts, and severance payments to 
employees.

Repositioning of the investment bank
In connection with the repositioning of the Investment Bank 
announced in October 2008, restructuring costs of approxi-
mately CHF 737 million were incurred in fourth quarter 2008. 
These costs consisted of approximately CHF 435 million of 
personnel  expenses, mainly severance payments and other 
compen sation, and approximately CHF 302 million of costs 
related to real estate, including impairment losses on proper-
ties and equipment of CHF 100 million and costs for unused 
prem ises of CHF 202 million.

Disposals
Sale of US residential mortgage-backed securities to 
BlackRock fund
On 20 May 2008, UBS completed the sale of a portfolio of 
US residential mortgage-backed securities (RMBS) for pro-
ceeds of USD 15 billion to the RMBS Opportunities Master 
Fund, LP (the “fund”), a third-party fund managed by Black-
Rock, Inc. The portfolio had a notional value of approxi-
mately USD 22 billion and comprised primarily Alt-A and 
sub-prime related assets, and a limited amount of prime 
 securities. Based on fair value at the time of the transaction, 
approximately three-quarters of the assets sold consisted of 
2006 and 2007 vintages.

The fund was capitalized with approximately USD 3.75 
billion in equity raised by BlackRock from third-party inves-
tors. The equity investors will absorb any losses sustained by 
the fund up to a maximum of their equity investment. UBS 
provided an eight-year amortizing USD 11.25 billion senior 
secured loan to the fund, collateralized by the RMBS assets 
held by the fund. The loan bears a commercial rate of inter-
est with debt service being met from principal and interest 
received from the underlying mortgage pools. UBS does not 
retain any equity interest in the fund.

The USD 15 billion proceeds were approximately in line 
with the fair value of the assets recorded by UBS at 31 March 
2008.

Since its inception, the fund has amortized the loan 
through monthly payments in line with UBS’s original expec-
tations. As at 31 December 2008, the loan had a balance 
outstanding of USD 9.2 billion. UBS does not consolidate the 
fund into its balance sheet as the equity investors in the fund 
continue to bear and receive the majority of the risks and 
rewards. UBS continues to  monitor the development of the 
fund’s performance and would reassess the consolidation 
status if deterioration of the underlying mortgage pools re-
lated to the RMBS were to indicate that UBS may not fully 
recover the loan granted to the fund.

Sale of assets to a third-party fund controlled by the  
Swiss National Bank (SNB)
As announced on 16 October 2008, UBS entered into 
an agreement with the Swiss National Bank (SNB) to trans-
fer certain illiquid securities and other positions to the 
SNB StabFund limited partnership for collective investments 
(the “fund”), which is fully owned and controlled by the 
SNB.

For each transfer of assets, the SNB finances 90% of the 
purchase price by providing a loan to the fund and the re-
maining 10% by making an equity contribution to the fund. 
Upon each asset transfer, UBS purchases, for an amount 
equal to the SNB’s equity contribution to the fund on that 
date, an option to purchase the fund’s equity (all such op-
tions referred to collectively as the “call option”). The exer-
cise price of the call option is set at USD 1 billion plus 50% 
of the fund’s equity value that exceeds USD 1 billion at the 
time of exercise. The call option will be exercisable upon 
 repayment in full of the loan provided by the SNB. The loan 
is secured by the assets of the fund and bears interest at a 
rate of one month LIBOR of the underlying currency plus 250 
basis points. Service of the loan will be made from the cash 
flows generated by the fund’s assets.

In the event of a change of control of UBS, the SNB has 
the right but not the obligation to request that UBS purchase 
the SNB’s loan to the fund at its outstanding principal amount 
plus accrued interest and the fund’s equity for 50% of its 
value at the time (the “put option”).

If, upon termination of the fund, the SNB incurs a loss on 
its loan, it will be entitled to receive 100 million UBS ordinary 
shares, subject to anti-dilution adjustments, in exchange for 
payment of the par value of these shares (the “contingent 
share issue”).

The positions are transferred to the fund at market value 
(net exposure) determined at 30 September 2008. The posi-
tions transferred to the SNB are priced at the lower of UBS’s 
estimated market value as of 30 September 2008 and the 

Note 38 Reorganizations and disposals
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value determined as of that date by the SNB based on a 
valuation conducted by third party valuation agents.

Compared with the initial announcement on 16 Octo- 
ber 2008, the originally agreed size of the portfolio of USD 
60 billion to be transferred has been reduced. UBS has trans-
ferred or identified for transfer positions totalling a market 
value (net exposure) of USD 38.6 billion (including the effect 
of price adjustments so far totalling USD 0.7 billion). Posi-
tions identified for transfer  include approximately USD 21.9 
billion of positions pre viously disclosed as risk  concentrations, 
primarily US real  estate-related securities and  assets from the 
US reference-linked note program (RLN), and approximately 
USD 17.5 billion of other positions, mainly non-US real es-
tate-related  securities as well as other  asset-backed securi-
ties, prior to the price difference of USD 0.7 billion on the 
positions for which the SNB already determined the pur-
chase price.

On 16 December 2008, UBS completed the sale of a first 
tranche of securities positions for approximately USD 16.4 
billion consisting primarily of US and European residential 
and commercial mortgage-backed securities and other asset-
 backed securities. The remaining positions identified for sale 
to the fund are planned to be transferred in March 2009 in 
one or more additional transfers.

The purchase price for the securities transferred to the 
fund on 16 December 2008 was the value of these securities 
as of 30 September 2008 as determined by the SNB based 
on a valuation conducted by third-party valuation experts. 
On the same basis, the SNB has since determined the pur-
chase price to be paid for a further USD 7.8 billion of posi-
tions that have not yet been transferred to the fund. So far, 
the determined purchase prices for positions transferred 
to or to be transferred to the fund were, in the aggregate, 
USD 0.7 billion lower than the value UBS assigned to these 
positions on 30 September 2008. All of this difference is 
 accounted for in UBS’s results for 2008. Overall, the aggre-
gate price difference represents approximately 3% of UBS’s 
market value (net exposure) for these positions and reflects 
the inherent judgement involved in the valuation of illiquid 
assets.

Under IFRS, the call option is recognized on the balance 
sheet as a derivative at fair value with changes in fair value 
recognized in profit or loss. The portion of the call option al-
ready purchased is reflected as Positive replacement value. 
The portion of the call option yet to be purchased upon fu-
ture transfers is reflected as Negative replacement value to-
gether with the amount payable to the SNB for such option.

The put option was evaluated as a contingent liability that 
has been deemed remote.

The contingent share issue is treated as an equity instru-
ment and was recognized at fair value in equity as an in-
crease to Share premium and an expense in Net trading 

 income. The fair value of the contingent share issue was 
 estimated at approximately CHF 607 million and will not 
hereafter be re-measured to fair value.

Overall, the impact of the transaction on the income 
statement was a loss of approximately CHF 5,232 million in 
2008. This reflects a net loss on the call  option of approxi-
mately CHF 3,511 million and the expense of approximately 
CHF 607 million associated with the contingent share issue 
as well as a CHF 771 million loss due to the recognized price 
difference and CHF 343 million losses on hedges that were 
subject to trading restrictions as a result of the transaction.

The remaining market value (net exposure) of the posi-
tions already transferred or still to be transferred to the fund 
amounts to USD 39.4 billion excluding the effect of price 
adjustments so far totalling USD 0.7 billion. Of these posi-
tions USD 31.3 billion of market value (net exposure) repre-
sents financial assets, predominantly Trading portfolio as-
sets, with a corresponding balance sheet amount of USD 
31.1 billion per 30 September 2008. USD 8.1 billion of mar-
ket value (net exposure) relate to financial liabilities, exclu-
sively Negative replacement values from derivative contracts, 
with a balance sheet amount of USD 10.8 billion at the same 
date. Market values (net exposure) represent the remaining 
loss potential or economic risk from a position and may dif-
fer from the balance sheet carrying amount, particularly for 
derivative contracts which are represented on the balance 
sheet by replacement values.

Disposal of equity interest in Adams Street Partners
In August 2008, UBS Global Asset Management closed the 
sale of its 24.9% equity interest in Adams Street Partners 
(ASP) to the remaining shareholders of ASP for a cash con-
sideration of approximately CHF 184 million (USD 167 mil-
lion). UBS’s interest in ASP was accounted for using the 
 equity method. The sale resulted in a gain of approximately 
CHF 168 million. ASP was formed in January 2001 in con-
nection with a management buyout of that business from 
Global Asset Management, with UBS retaining the now sold 
24.9% stake. Global Asset Management will continue its 
close collaboration with ASP under an existing sub-advisory 
agreement in place since 2001.

Disposal of financial investment in Bank of China
In December 2008, UBS disposed of its equity stake in Bank 
of China through a placing of approximately 3.4 billion Bank 
of China Limited H-shares to institutional investors for a 
cash consideration of approximately CHF 887 million (HKD 
6,519 million). UBS acquired the shares in 2005 in prepara-
tion for Bank of China’s IPO to the international market. The 
investment in Bank of China was accounted for as a financial 
 investment available-for-sale. The disposal resulted in a gain 
of approximately CHF 360 million.

Note 38 Reorganizations and disposals (continued)
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The consolidated Financial Statements of UBS are prepared 
in accordance with International Financial Reporting Stan-
dards (IFRS). The Guidelines of the Swiss Financial Market 
Supervisory Authority (FINMA) require banks which present 
their  financial statements under IFRS to provide a narrative 
explanation of the main differences between IFRS and Swiss 
GAAP (FINMA circular 08/2) and the Banking Ordinance. In-
cluded in this note are the significant differences in regard to 
recognition and measurement between IFRS and the provi-
sions of the Banking Ordinance and the Guidelines of the 
FINMA governing financial statement reporting pursuant to 
Article 23 through Article 27 of the Banking Ordinance. The 
differences outlined in points two through nine also apply to 
the Parent Bank stat utory accounts.

1. Consolidation
Under IFRS, all entities which are controlled by the Group are 
consolidated. 

Under Swiss law, only entities that are active in the field 
of banking and finance and real estate entities are subject to 
consolidation. Entities which are held temporarily are gener-
ally recorded as financial investments.

2. Financial investments available-for-sale
Under IFRS, Financial investments available-for-sale are 
 carried at fair value. Changes in fair value are recorded 
 directly in Equity until an investment is sold, collected or 
otherwise disposed of, or until an investment is determined 
to be impaired. At the time an available-for-sale investment 
is determined to be impaired, the cumulative unrealized loss 
previously recognized in Equity is included in net profit or 
loss for the period. On disposal of a financial investment 
available-for-sale, the cumulative unrecognized gain or loss 
previously recognized in Equity is recognized in the income 
statement.

Under Swiss law, financial investments are carried either 
at the lower of cost or market or at amortized cost less 
 impairment with changes in measurement recorded in the 
income statement. Reductions to market value below cost 
and reversals of such reductions up to original cost as well as 
gains and losses on disposal are included in Other income. 
Equity investments that are considered permanent are car-
ried on the balance sheet at cost less impairment with 
 impairment losses recorded in the income statement. Perma-
nent investments are classified on the balance sheet as in-
vestments in associated companies.

3. Cash flow hedges
The Group uses derivative instruments to hedge the expo-
sure from varying cash flows. Under IFRS, when hedge 
 accounting is applied the fair value gain or loss on the effec-
tive portion of the derivative designated as a cash flow hedge 
is recognized in Equity. When the hedged cash flows materi-
alize, the accumulated unrecognized gain or loss is realized 
and released to income.

Under Swiss law, the effective portion of the fair 
 value change of the derivative instrument used to hedge 
cash flow exposures is deferred on the balance sheet 
as other assets or other liabilities. The deferred amounts 
are released to  income when the hedged cash flows mate-
rialize.

4. Investment property
Under IFRS, investment property is carried at fair value, with 
changes in fair value recognized in the income statement.

Under Swiss law, investment property is carried at amor-
tized cost less any accumulated depreciation less impairment 
losses unless the investment property is classified as held for 
sale. Investment property classified as held for sale is carried 
at the lower of cost or market.

Note 39 Currency translation rates

The following table shows the principal rates used to translate the financial statements of foreign entities into Swiss francs:

Spot rate
As of

Average rate
Year ended

31.12.08 31.12.07 31.12.08 31.12.07 31.12.06

1 USD 1.07 1.13 1.06 1.22 1.25

1 EUR 1.49 1.65 1.58 1.65 1.58

1 GBP 1.56 2.25 1.96 2.31 2.31

100 JPY 1.17 1.02 0.98 1.02 1.08

Note 40 Swiss banking law requirements
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5. Fair value option
Under IFRS, the Group applies the fair value option to certain 
financial assets and financial liabilities, mainly to hybrid debt 
instruments. As a result, the entire hybrid instrument is ac-
counted for at fair value with changes in fair value reflected 
in net trading income. Furthermore, UBS designated certain 
loans, loan commitments and fund investments as financial 
assets designated at fair value through profit and loss.

Under Swiss accounting rules, the fair value option is not 
available. Hybrid instruments are bifurcated: the embedded 
derivative is marked to market through net trading income 
and the host contract is accounted for on an accrued cost 
basis. No own credit adjustments are booked for hybrid 
 instruments. Generally, loans are accounted for at amortized 
cost less impairment, loan commitments stay off-balance 
sheet and fund investments are accounted for as financial 
investments.

6. Goodwill and intangible assets
Under IFRS, goodwill acquired in a business combination is 
not amortized but tested annually for impairment. Intangible 
assets acquired in a business combination with an indefinite 
useful life are also not amortized but tested annually for 
 impairment.

Under Swiss law, goodwill and intangible assets with in-
definite useful lives are amortized over a period not exceed-
ing five years, unless a longer useful life, which may not 
 exceed twenty years, can be justified.

7. Discontinued operations
Under certain conditions, IFRS requires that non-current as-
sets or disposal groups be classified as held for sale. Disposal 
groups that meet the criteria of discontinued operations are 
presented in the income statement in a single line as net 
 income from discontinued operations.

Under Swiss law, no such reclassification takes place.

8. Extraordinary income and expense
Certain items of income and expense are classified as 
 extraordinary items under Swiss law, whereas in the Group 
Income Statement the amounts are classified as operating 
income or expense or are included in net profit from discon-
tinued operations, if required.

9. Netting of replacement values
Under IFRS, replacement values are reported on a gross  basis, 
unless certain restrictive requirements are met. Under Swiss 
law, replacement values are reported on a net basis, provid-
ed the netting agreements are legally enforceable.

Note 40 Swiss banking law requirements (continued)



Financial information
Notes to the consolidated financial statements

362

Guarantee of PaineWebber securities
Following the acquisition of Paine Webber Group Inc., UBS 
made a full and unconditional guarantee of the  senior and 
subordinated notes and trust preferred securities (“Debt 
S ecurities”) of PaineWebber. Prior to the acquisition, Paine-
Webber was a SEC Registrant. Upon the acquisition, Paine-
Webber was merged into UBS Americas Inc., a wholly owned 
subsidiary of UBS.

Under the guarantee, if UBS Americas Inc. fails to make 
any timely payment under the Debt Securities agreements, 

the holders of the Debt Securities or the Debt Securities 
trustee may demand payment from UBS without first pro-
ceeding against UBS Americas Inc. UBS’s obligations under 
the subordinated note guarantee are subordinated to the 
prior payment in full of the deposit liabilities of UBS and all 
other liabilities of UBS.

The information presented in this note is prepared in ac-
cordance with IFRS and should be read in conjunction with 
the Consolidated Financial Statements of UBS of which this 
information is a part.

Note 41 Supplemental guarantor information required under SEC rules

Supplemental Guarantor Consolidating Income Statement

CHF million
For the year ended 31 December 2008

UBS AG  
Parent Bank 1

UBS  
Americas Inc. Subsidiaries

Consolidating  
Entries UBS Group

Operating income

Interest income 49,699 21,343 27,354 (32,717) 65,679

Interest expense (48,686) (17,436) (26,282) 32,717 (59,687)

Net interest income 1,013 3,907 1,072 0 5,992

Credit loss (expense) / recovery (861) (2,050) (85) 0 (2,996)

Net interest income after credit loss expense 152 1,857 987 0 2,996

Net fee and commission income 9,709 7,910 5,310 0 22,929

Net trading income (8,129) (19,847) 2,156 0 (25,820)

Income from subsidiaries (19,882) 0 0 19,882 0

Other income 2,836 1,058 (3,202) 0 692

Total operating income (15,314) (9,022) 5,251 19,882 796

Operating expenses

Personnel expenses 8,738 5,169 2,355 0 16,262

General and administrative expenses 3,918 4,604 1,976 0 10,498

Depreciation of property and equipment 770 205 266 0 1,241

Impairment of goodwill 0 341 0 0 341

Amortization of intangible assets 1 93 119 0 213

Total operating expenses 13,427 10,412 4,716 0 28,555

Operating profit from continuing operations before tax (28,741) (19,434) 535 19,882 (27,758)

Tax expense (7,407) (4) 574 0 (6,837)

Net profit from continuing operations (21,335) (19,430) (39) 19,882 (20,922)

Net profit from discontinued operations 43 0 155 0 198

Net profit (21,292) (19,430) 116 19,882 (20,724)

Net profit attributable to minority interests 0 (9) 577 0 568

Net profit attributable to UBS shareholders (21,292) (19,421) (461) 19,882 (21,292)
1 UBS AG Parent Bank prepares its financial statements in accordance with Swiss banking law requirements. For the purpose of this disclosure, the accounts have been adjusted to IFRS.
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Note 41 Supplemental guarantor information required under SEC rules (continued)

Supplemental guarantor consolidating balance sheet

CHF million
As of 31 December 2008

UBS AG  
Parent Bank 1

UBS  
Americas Inc. Subsidiaries

Consolidating  
Entries UBS Group

Assets

Cash and balances with central banks 27,030 332 5,382 0 32,744

Due from banks 111,563 11,490 192,206 (250,808) 64,451

Cash collateral on securities borrowed 48,874 109,783 16,914 (52,674) 122,897

Reverse repurchase agreements 206,087 79,178 145,851 (206,468) 224,648

Trading portfolio assets 183,303 54,973 50,638 (17,076) 271,838

Trading portfolio assets pledged as collateral 33,445 5,240 1,531 0 40,216

Positive replacement values 862,459 18,215 293,896 (320,470) 854,100

Financial assets designated at fair value 5,120 7,755 12,741 (12,734) 12,882

Loans 326,548 53,774 35,193 (75,207) 340,308

Financial investments available-for-sale 1,237 638 3,373 0 5,248

Accrued income and prepaid expenses 3,684 2,700 2,666 (2,909) 6,141

Investments in associates 66,255 58 50 (65,473) 892

Property and equipment 5,093 971 642 0 6,706

Goodwill and intangible assets 250 9,393 3,292 0 12,935

Other assets 15,541 3,905 6,849 (7,484) 18,811

Total assets 1,896,489 358,405 771,224 (1,011,303) 2,014,815

Liabilities

Due to banks 196,723 68,213 111,500 (250,808) 125,628

Cash collateral on securities lent 25,248 32,884 8,605 (52,674) 14,063

Repurchase agreements 30,988 140,197 137,844 (206,468) 102,561

Trading portfolio liabilities 51,034 17,086 11,387 (17,076) 62,431

Negative replacement values 855,005 16,792 300,537 (320,470) 851,864

Financial liabilities designated at fair value 88,505 1,716 24,059 (12,734) 101,546

Due to customers 422,688 70,242 57,051 (75,207) 474,774

Accrued expenses and deferred income 7,417 2,584 3,104 (2,909) 10,196

Debt issued 127,408 2,439 67,407 0 197,254

Other liabilities 12,598 4,313 24,538 (7,484) 33,965

Total liabilities 1,817,614 356,466 746,032 (945,830) 1,974,282

Equity attributable to UBS shareholders 78,875 (1,097) 20,226 (65,473) 32,531

Equity attributable to minority interests 0 3,036 4,966 0 8,002

Total equity 78,875 1,939 25,192 (65,473) 40,533

Total liabilities and equity 1,896,489 358,405 771,224 (1,011,303) 2,014,815
1 UBS AG Parent Bank prepares its financial statements in accordance with Swiss banking law requirements. For the purpose of this disclosure, the accounts have been adjusted to IFRS.
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Note 41 Supplemental guarantor information required under SEC rules (continued)

Supplemental guarantor consolidating cash flow statement

CHF million
For the year ended 31 December 2008

UBS AG  
Parent Bank 1

UBS  
Americas Inc. Subsidiaries UBS Group

Net cash flow from / (used in) operating activities 69,772 (438) 7,646 76,980

Cash flow from / (used in) investing activities

Investments in subsidiaries and associates (1,502) 0 0 (1,502)

Disposal of subsidiaries and associates 1,686 0 0 1,686

Purchase of property and equipment (819) (258) (140) (1,217)

Disposal of property and equipment 37 27 5 69

Net (investment in) / divestment of financial investments available-for-sale 330 156 (1,198) (712)

Net cash flow from / (used in) investing activities (268) (75) (1,333) (1,676)

Cash flow from / (used in) financing activities

Net money market paper issued / (repaid) (52,815) 914 11,264 (40,637)

Net movements in treasury shares and own equity derivative activity 623 0 0 623

Capital issuance 23,135 0 0 23,135

Issuance of long-term debt, including financial liabilities designated at fair value 91,961 0 11,126 103,087

Repayment of long-term debt, including financial liabilities designated at fair value (62,822) (14,500) (15,572) (92,894)

Increase in minority interests 0 842 819 1,661

Dividends paid to / decrease in minority interests 0 (112) (420) (532)

Net activity in investments in subsidiaries (11,978) 21,816 (9,838) 0

Net cash flow from / (used in) financing activities (11,896) 8,960 (2,621) (5,557)

Effects of exchange rate differences (33,963) 442 (5,665) (39,186)

Net increase / (decrease) in cash equivalents 23,645 8,889 (1,973) 30,561

Cash and cash equivalents, beginning of the year 109,110 15,532 24,463 149,105

Cash and cash equivalents, end of the year 132,755 24,421 22,490 179,666

Cash and cash equivalents comprise:

Cash and balances with central banks 27,030 332 5,382 32,744

Money market paper 2 62,777 19,875 4,080 86,732

Due from banks with original maturity of less than three months 42,948 4,214 13,028 60,190

Total 132,755 24,421 22,490 179,666
1 UBS AG Parent Bank prepares its financial statements in accordance with Swiss banking law requirements. For the purpose of this disclosure, the accounts have been adjusted to IFRS.  2 Money 
market paper is included in the Balance sheet under Trading portfolio assets and Financial investments available-for-sale. CHF 3,853 million was pledged at 31 December 2008.
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Note 41 Supplemental guarantor information required under SEC rules (continued)

Supplemental guarantor consolidating income statement

CHF million 
For the year ended 31 December 2007

UBS AG  
Parent Bank 1

UBS  
Americas Inc. Subsidiaries

Consolidating 
Entries UBS Group

Operating income

Interest income 77,306 47,747 51,985 (67,926) 109,112

Interest expense (74,689) (46,420) (50,592) 67,926 (103,775)

Net interest income 2,617 1,327 1,393 0 5,337

Credit loss (expense) / recovery 11 (234) (15) 0 (238)

Net interest income after credit loss expense 2,628 1,093 1,378 0 5,099

Net fee and commission income 12,852 10,119 7,663 0 30,634

Net trading income 3,467 (9,932) (1,888) 0 (8,353)

Income from subsidiaries 464 0 0 (464) 0

Other income (4,273) 8,369 245 0 4,341

Total operating income 15,138 9,649 7,398 (464) 31,721

Operating expenses

Personnel expenses 13,239 8,329 3,947 0 25,515

General and administrative expenses 5,684 3,446 (701) 0 8,429

Depreciation of property and equipment 930 138 175 0 1,243

Amortization of intangible assets 3 101 172 0 276

Total operating expenses 19,856 12,014 3,593 0 35,463

Operating profit from continuing operations before tax (4,718) (2,365) 3,805 (464) (3,742)

Tax expense 794 (486) 1,061 0 1,369

Net profit from continuing operations (5,512) (1,879) 2,744 (464) (5,111)

Net profit from discontinued operations 265 0 138 0 403

Net profit (5,247) (1,879) 2,882 (464) (4,708)

Net profit attributable to minority interests 0 18 521 0 539

Net profit attributable to UBS shareholders (5,247) (1,897) 2,361 (464) (5,247)

1 UBS AG Parent Bank prepares its financial statements in accordance with Swiss banking law requirements. For the purpose of this disclosure, the accounts have been adjusted to IFRS.
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Note 41 Supplemental guarantor information required under SEC rules (continued)

Supplemental guarantor consolidating balance sheet

CHF million 
On 31 December 2007

UBS AG  
Parent Bank 1

UBS  
Americas Inc. Subsidiaries

Consolidating 
Entries UBS Group

Assets

Cash and balances with central banks 8,530 109 10,154 0 18,793

Due from banks 154,138 16,530 200,488 (310,249) 60,907

Cash collateral on securities borrowed 117,312 166,479 53,672 (130,400) 207,063

Reverse repurchase agreements 292,839 106,775 266,470 (289,156) 376,928

Trading portfolio assets 297,100 170,977 84,884 107,221 660,182

Trading portfolio assets pledged as collateral 161,071 55,842 4,498 (107,221) 114,190

Positive replacement values 436,271 16,770 192,144 (216,968) 428,217

Financial assets designated at fair value 5,510 7,149 8,421 (9,315) 11,765

Loans 370,274 41,398 43,584 (119,392) 335,864

Financial investments available-for-sale 2,611 980 1,375 0 4,966

Accrued income and prepaid expenses 7,379 4,369 4,883 (4,678) 11,953

Investments in associates 28,049 139 150 (26,359) 1,979

Property and equipment 5,352 959 923 0 7,234

Goodwill and intangible assets 276 10,516 3,746 0 14,538

Other assets 15,848 5,135 4,951 (5,622) 20,312

Total assets 1,902,560 604,127 880,343 (1,112,139) 2,274,891

Liabilities

Due to banks 246,977 114,066 94,968 (310,249) 145,762

Cash collateral on securities lent 45,055 64,281 52,685 (130,400) 31,621

Repurchase agreements 105,750 238,880 250,413 (289,156) 305,887

Trading portfolio liabilities 111,955 51,904 929 0 164,788

Negative replacement values 456,631 16,333 187,543 (216,968) 443,539

Financial liabilities designated at fair value 146,701 14,947 39,520 (9,315) 191,853

Due to customers 555,694 87,534 118,056 (119,392) 641,892

Accrued expenses and deferred income 13,276 8,242 5,310 (4,678) 22,150

Debt issued 168,266 3,478 50,333 0 222,077

Other liabilities 19,524 5,511 42,083 (5,622) 61,496

Total liabilities 1,869,829 605,176 841,840 (1,085,780) 2,231,065

Equity attributable to UBS shareholders 32,731 (3,373) 33,876 (26,359) 36,875

Equity attributable to minority interests 0 2,324 4,627 0 6,951

Total equity 32,731 (1,049) 38,503 (26,359) 43,826

Total liabilities and equity 1,902,560 604,127 880,343 (1,112,139) 2,274,891

1 UBS AG Parent Bank prepares its financial statements in accordance with Swiss banking law requirements. For the purpose of this disclosure, the accounts have been adjusted to IFRS.
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Note 41 Supplemental guarantor information required under SEC rules (continued)

Supplemental guarantor consolidating cash flow statement

CHF million 
For the year ended 31 December 2007

UBS AG  
Parent Bank 1

UBS  
Americas Inc. Subsidiaries UBS Group

Net cash flow from / (used in) operating activities (65,749) 19,670 (5,999) (52,078)

Cash flow from / (used in) investing activities

Investments in subsidiaries and associates (2,337) 0 0 (2,337)

Disposal of subsidiaries and associates 885 0 0 885

Purchase of property and equipment (1,022) (581) (307) (1,910)

Disposal of property and equipment 40 28 66 134

Net (investment in) / divestment of financial investments available-for-sale 4,027 34 1,920 5,981

Net cash flow from / (used in) investing activities 1,593 (519) 1,679 2,753

Cash flow from / (used in) financing activities

Net money market paper issued / (repaid) 35,017 (1,426) (919) 32,672

Net movements in treasury shares and own equity derivative activity (2,771) 0 0 (2,771)

Dividends paid (4,275) 0 0 (4,275)

Issuance of long-term debt, including financial liabilities designated at fair value 105,197 1,022 4,655 110,874

Repayment of long-term debt, including financial liabilities designated at fair value (54,251) (7,022) (1,134) (62,407)

Increase in minority interests 0 32 1,062 1,094

Dividends paid to / decrease in minority interests 0 (665) 46 (619)

Net activity in investments in subsidiaries 871 (6,627) 5,756 0

Net cash flow from / (used in) financing activities 79,788 (14,686) 9,466 74,568

Effects of exchange rate differences (9,070) (3,062) (96) (12,228)

Net increase / (decrease) in cash equivalents 6,562 1,403 5,050 13,015

Cash and cash equivalents, beginning of the year 102,548 14,129 19,413 136,090

Cash and cash equivalents, end of the year 109,110 15,532 24,463 149,105

Cash and cash equivalents comprise:

Cash and balances with central banks 8,530 109 10,154 18,793

Money market paper 2 60,266 13,202 3,747 77,215

Due from banks with original maturity of less than three months 40,314 2,221 10,562 53,097

Total 109,110 15,532 24,463 149,105

1 UBS AG Parent Bank prepares its financial statements in accordance with Swiss banking law requirements. For the purpose of this disclosure, the accounts have been adjusted to IFRS.  2 Money 
market paper is included in the Balance sheet under Trading portfolio assets and Financial investments available-for-sale. CHF 3,364 million was pledged at 31 December 2007.
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Note 41 Supplemental guarantor information required under SEC rules (continued)

Supplemental guarantor consolidating income statement

CHF million
For the year ended 31 December 2006

UBS AG Parent 
Bank 1 UBS Americas Inc. Subsidiaries

Consolidating 
Entries UBS Group

Operating income

Interest income 60,057 42,667 39,269 (54,592) 87,401

Interest expense (56,020) (41,049) (38,403) 54,592 (80,880)

Net interest income 4,037 1,618 866 0 6,521

Credit loss (expense) / recovery 167 (6) (5) 0 156

Net interest income after credit loss expense 4,204 1,612 861 0 6,677

Net fee and commission income 11,646 8,590 5,220 0 25,456

Net trading income 10,306 1,634 1,803 0 13,743

Income from subsidiaries 3,086 0 0 (3,086) 0

Other income (450) 1,637 421 0 1,608

Total operating income 28,792 13,473 8,305 (3,086) 47,484

Operating expenses

Personnel expenses 12,480 8,287 3,264 0 24,031

General and administrative expenses 2,805 3,362 1,775 0 7,942

Depreciation of property and equipment 979 133 132 0 1,244

Amortization of intangible assets 14 83 51 0 148

Total operating expenses 16,278 11,865 5,222 0 33,365

Operating profit from continuing operations before tax 12,514 1,608 3,083 (3,086) 14,119

Tax expense 1,499 1,018 481 0 2,998

Net profit from continuing operations 11,015 590 2,602 (3,086) 11,121

Net profit from discontinued operations 512 0 387 0 899

Net profit 11,527 590 2,989 (3,086) 12,020

Net profit attributable to minority interests 0 527 (34) 0 493

Net profit attributable to UBS shareholders 11,527 63 3,023 (3,086) 11,527

1 UBS AG Parent Bank prepares its financial statements in accordance with Swiss banking law requirements. For the purpose of this disclosure, the accounts have been adjusted to IFRS.
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Note 41 Supplemental guarantor information required under SEC rules (continued)

Supplemental guarantor consolidating cash flow statement

CHF million
For the year ended 31 December 2006

UBS AG Parent 
Bank 1 UBS Americas Inc. Subsidiaries UBS Group

Net cash flow from / (used in) operating activities (2,215) (14,984) 11,815 (5,384)

Cash flow from / (used in) investing activities

Investments in subsidiaries and associates 2,856 0 0 2,856

Disposal of subsidiaries and associates 1,154 0 0 1,154

Purchase of property and equipment (1,292) (255) (246) (1,793)

Disposal of property and equipment 298 47 154 499

Net (investment in) / divestment of financial investments available-for-sale 90 433 1,200 1,723

Net cash flow from / (used in) investing activities 3,106 225 1,108 4,439

Cash flow from / (used in) financing activities

Net money market paper issued / (repaid) 17,526 1,039 (1,644) 16,921

Net movements in treasury shares and own equity derivative activity (3,179) 0 0 (3,179)

Capital issuance 1 0 0 1

Capital repayment by par value reduction (631) 0 0 (631)

Dividends paid (3,214) 0 0 (3,214)

Issuance of long-term debt, including financial liabilities designated at fair value 79,358 10,881 7,436 97,675

Repayment of long-term debt, including financial liabilities designated at fair value (48,748) (447) (10,545) (59,740)

Increase in minority interests 0 85 1,246 1,331

Dividends paid to / decrease in minority interests 0 2,441 (3,513) (1,072)

Net activity in investments in subsidiaries (8,410) 3,229 5,181 0

Net cash flow from / (used in) financing activities 32,703 17,228 (1,839) 48,092

Effects of exchange rate differences 406 (1,871) (634) (2,099)

Net increase / (decrease) in cash equivalents 34,000 598 10,450 45,048

Cash and cash equivalents, beginning of the year 68,548 13,531 8,963 91,042

Cash and cash equivalents, end of the year 102,548 14,129 19,413 136,090

Cash and cash equivalents comprise:

Cash and balances with central banks 2,660 78 757 3,495

Money market paper 2 73,431 11,488 2,225 87,144

Due from banks with original maturity of less than three months 26,457 2,563 16,431 45,451

Total 102,548 14,129 19,413 136,090

1 UBS AG Parent Bank prepares its financial statements in accordance with Swiss banking law requirements. For the purpose of this disclosure, the accounts have been adjusted to IFRS.  2 Money 
market paper is included in the Balance sheet under Trading portfolio assets and Financial investments available-for-sale. CHF 7,183 million was pledged at 31 December 2006.
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Guarantee of other securities
UBS AG, acting through wholly-owned finance subsidiaries, issued the following trust preferred securities:

Note 41 Supplemental guarantor information required under SEC rules (continued)

USD billion, unless otherwise indicated Outstanding on 31.12.08

Issuing Entity Type of security Date issued Interest (%) Amount

UBS Preferred Funding Trust I Trust preferred securities October 2000 8.622 1.5

UBS Preferred Funding Trust II Trust preferred securities 1 June 2001 7.247 0.5

UBS Preferred Funding Trust IV Floating rate noncumulative trust  
preferred securities May 2003

one-month LIBOR 
+ 0.7% 0.3

UBS Preferred Funding Trust V Trust preferred securities May 2006 6.243 1.0

1 In June 2006, USD 300 million (at 7.25%) of Trust preferred securities also issued in June 2001 were redeemed.

UBS AG has fully and unconditionally guaranteed these se-
curities. UBS’s obligations under the trust preferred securities 
guarantee are subordinated to the prior payment in full of 
the deposit liabilities of UBS and all other liabilities of UBS. At 

31 December 2008, the amount of senior liabilities of UBS to 
which the holders of the subordinated debt securities would 
be subordinated is approximately CHF 1,959 billion.
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Financial information
UBS AG (Parent Bank)

Income statement

The Parent Bank UBS AG net loss increased by CHF 32,238 
million from a loss of CHF 4,251 million in the previous year 
to a loss of CHF 36,489 million. 

Income from investments in associated companies in-
creased to CHF 3,763 million from CHF 2,592 million in 2007, 
mainly due to higher dividend distributions received. 

Personnel expenses were down to CHF 6,707 million from 
CHF 13,505 million in 2007, mainly due to lower accruals on 
performance-related compensation and recognition of a de-
fined pension asset.

Losses resulting from the US market had a significant im-
pact on the following income statement lines:
– Depreciation increased from CHF 8,660 million in 2007 to 

CHF 26,900 million in 2008, mainly reflecting writedowns 
of investments in associated US companies. 

– Net trading income decreased from positive CHF 2,767 
million in 2007 to negative CHF 9,466 million in 2008. 
This mainly reflects losses in the fixed-income business 
and the charges associated with the SNB transaction.
The decrease in Extraordinary income and increase in 

 Extraordinary expenses are explained on page 376.

Balance sheet

In 2008, UBS’s overall balance sheet reduction initiatives also led 
to lower Parent Bank total assets. In particular UBS subsidiaries 
in the Americas reduced their assets and therefore their funding 
needs from the Parent Bank. The Parent Bank total assets stood 
at CHF 1,189 billion on 31 December 2008, a drop of CHF 409 
billion from CHF 1,598 billion on 31 December 2007. 

The reductions occurred in trading balances, which 
 declined by CHF 254 billion, interbank lending (loans and 
collateral trading) dropped CHF 171 billion, with customer 
loans and collateral trading down CHF 83 billion and oth-

er assets down CHF 5 billion. These declines, however, 
were partially offset by higher positive replacement values 
of CHF 78 billion and liquid assets of CHF 19 billion. Mort-
gage loans remained stable in 2008 at CHF 141 billion. 
The above mentioned write-downs of investments in as-
sociated US companies have been offset during the year 
by capital injections.

Interbank lending

During 2008, due from banks on time declined by CHF 40 
billion, predominantly due to lower funding needs of UBS 
bank subsidiaries in the Americas. Due from banks on de-
mand declined slightly by CHF 4 billion, as lower funding to 
bank subsidiaries in the European Region outweighed the 
increase to non-UBS related banks in the Americas and 
 Japan. In addition, interbank collateral trading declined by 
CHF 127 billion, with roughly two thirds attributable to  lower 
trading volumes with UBS subsidiaries, and one third due to 
reductions in trading volumes with third party clients.

Customer lending

The customer loan drop of CHF 55 billion was mainly the 
result of lower funding needs of UBS subsidiaries (non-
banks), predominantly in the Americas region.

In addition, customer collateral trading declined CHF 28 
billion, of which two thirds was attributable to third party 
clients in the Americas and Europe and one third to UBS sub-
sidiaries in the Americas.

Financial investments

Compared with the previous year, the increase of CHF 10 bil-
lion is mainly due to the reclassification from Trading balances 
in securities to Financial investments in fourth quarter 2008.
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Financial information
UBS AG (Parent Bank)

Parent Bank financial statements

Income statement

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.07

Interest and discount income 37,825 58,674 (36)

Interest and dividend income from trading portfolio 12,014 19,003 (37)

Interest and dividend income from financial investments 76 58 31

Interest expense (49,022) (75,179) (35)

Net interest income 893 2,556 (65)

Credit-related fees and commissions 208 205 1

Fee and commission income from securities and investment business 11,668 15,468 (25)

Other fee and commission income 610 686 (11)

Fee and commission expense (2,849) (3,269) (13)

Net fee and commission income 9,637 13,090 (26)

Net trading income (9,466) 2,767

Net income from disposal of financial investments 176 178 (1)

Income from investments in associated companies 3,763 2,592 45

Income from real estate holdings 29 27 7

Sundry income from ordinary activities 3,384 3,352 1

Sundry ordinary expenses (2,767) (3,223) (14)

Other income from ordinary activities 4,584 2,926 57

Operating income 5,648 21,339 (74)

Personnel expenses 6,707 13,505 (50)

General and administrative expenses 5,822 5,191 12

Operating expenses 12,528 18,696 (33)

Operating profit (6,880) 2,643

Depreciation and write-offs on investments in associated companies and fixed assets 26,900 8,660 211

Allowances, provisions and losses 3,071 2,780 10

Profit before extraordinary items and taxes (36,852) (8,797) (319)

Extraordinary income 1,002 4,665 (79)

Extraordinary expenses 482 4

Tax expense 157 115 37

Profit / (loss) for the period (36,489) (4,251) (758)
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Statement of appropriation of retained earnings

The Board of Directors proposes to the Annual General Meeting (AGM) on 15 April 2009 to approve the following appropriation:

CHF million

Profit / (Loss) for the financial year 2008 as per the Parent Bank's Income Statement (36,489)

Appropriation to other reserves (22,115)

Appropriation to general statutory reserves: Retained earnings (2,472)

Appropriation to general statutory reserves: Share premium (11,901)

Balance sheet

CHF million 31.12.08 31.12.07
% change from 

31.12.07

Assets

Liquid assets 27,030 8,530 217

Money market paper 62,777 60,266 4

Due from banks 355,679 527,081 (33)

Due from customers 191,308 274,510 (30)

Mortgage loans 141,328 141,381 0

Trading balances in securities and precious metals 158,741 412,977 (62)

Financial investments 11,085 1,685 558

Investments in associated companies 22,001 21,228 4

Fixed assets 5,032 5,273 (5)

Accrued income and prepaid expenses 3,877 7,221 (46)

Positive replacement values 201,801 124,244 62

Other assets 8,697 13,676 (36)

Total assets 1,189,356 1,598,072 (26)

Total subordinated assets 3,924 6,293 (38)

Total amounts receivable from Group companies 435,721 602,667 (28)

Liabilities and equity

Money market paper issued 52,063 104,878 (50)

Due to banks 292,730 491,102 (40)

Due to customers on savings and deposit accounts 61,872 72,303 (14)

Other amounts due to customers 388,338 521,189 (25)

Medium-term bonds 3,150 3,228 (2)

Bond issues and loans from central mortgage institutions 143,589 189,023 (24)

Accruals and deferred income 7,895 17,368 (55)

Negative replacement values 193,108 145,445 33

Other liabilities 14,181 15,576 (9)

Allowances and provisions 2,724 3,970 (31)

Share capital 293 207 42

General statutory reserve 40,910 8,775 366

Reserve for own shares 2,877 9,441 (70)

Other reserves 22,115 19,818 12

Profit / (loss) for the period (36,489) (4,251) (758)

Total liabilities and equity 1,189,356 1,598,072 (26)

Total subordinated liabilities 21,228 21,114 1

Total amounts payable to Group companies 271,434 330,567 (18)
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Financial information
UBS AG (Parent Bank)

Notes to the Parent Bank financial statements

The Parent Bank Financial Statements are prepared in accor-
dance with Swiss Federal banking law. The accounting poli-
cies are principally the same as for the Group Financial State-
ments outlined in Note 1, Summary of Significant Accounting 
Policies. Major differences between the Swiss Federal bank-
ing law requirements and International Financial Reporting 
Standards (IFRS) are described in Note 40 to the financial 
statements. The accounting policies applied for the statutory 
accounts of the Parent Bank are discussed below. The risk 
management of UBS AG is described in the context of the 
risk management for UBS Group. For the statutory required 
risk assessment refer to the “Risk and treasury manage-
ment” section of this report.

Treasury shares
Treasury shares are own equity instruments held by an entity. 
Under Swiss law, treasury shares are recognized in the balance 
sheet as trading balances. Short positions in treasury shares are 
recognized in Due to banks. Treasury shares recognized as 
 trading balances and short positions in treasury shares are 
 measured at fair value with unrealized gains or losses from 
 remeasurement to fair value included in the income statement. 
Realized gains and losses on the sale or acquisition of treasury 
shares are recognized in the income statement. 

A reserve for own shares must be created in equity equal 
to the cost value of the treasury shares held. The reserve for 
own shares is not available for distribution to shareholders.

Foreign currency translation
Assets and liabilities of foreign branches are translated into 
CHF at the spot exchange rate at the balance sheet date. 
Income and expense items are translated at weighted aver-
age exchange rates for the period. Gains resulting from 
 exchange differences on the translation of each of these 
 foreign branches are credited to a provision account (other 
liabilities). Losses resulting from exchange differences are 
debited, firstly, to the aforementioned provision account 
 until such provision is fully utilized, and, secondly, to profit 
and loss.

Investments in associated companies
Investments in associated companies are equity interests which 
are held for the purpose of the Parent Bank’s business activities 
or for strategic reasons. They include all directly held subsidiar-
ies and are carried at cost less impairment, if applicable.

Deferred taxes
Deferred tax assets are not recognized in the Parent Bank 
Financial Statements. Deferred tax liabilities are recognized 
for all taxable temporary differences. The change in the de-
ferred tax liability is recognized in profit or loss.

Equity participation and other compensation plans

Equity participation plans
Under Swiss law, employee share awards are recognized as 
compensation expense and accrued over the performance 
year, which is generally the period prior to the grant date. 
Employee option awards which do not contain voluntary 
 termination non-compete provisions are recognized as 
 compensation expense on the grant date. If the award is 
performance based and contains substantive future ser-
vice / vesting period, compensation expense is recognized 
over the performance period. Employee option awards 
which contain voluntary termination non-compete provi-
sions (i. e. good leaver clause) are recognized as compensa-
tion expense over the performance year. Equity- and cash-
settled awards are classified as liabilities. The employee share 
option awards are remeasured to fair value at each balance 
sheet date. However, for employee share options that UBS 
intends to settle in shares from condi tional capital, there is 
no impact on the income statement and no liability is recog-
nized. Upon exercise of employee options, cash received for 
payment of the strike price is credited against share capital 
and general statutory reserve.

Other compensation plans
Fixed and variable deferred cash compensation is recognized 
as compensation expense over the performance year. If the 
award is performance based and contains substantive future 
service / vesting period, compensation expense is recognized 
over the performance period.

Accounting Policies
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Changes in accounting policies, comparability and 
other adjustments

Equity participation plans
In 2008, UBS revised the measurement methodology for 

the liability under employee share option awards settled with 
treasury shares. The measurement of the liability was previ-
ously based on the higher of grant date fair value and intrin-
sic value of the underlying options, whereas following the 
revision, it is based on fair value. This change resulted in rev-
enues of CHF 1.2 billion.

In 2006, UBS adopted the policy to decide at grant 
whether to use conditional capital or treasury shares to sat-
isfy employee option delivery obligations in UBS shares. In 
2008, UBS changed this policy to allow it to use treasury 
shares up to the number of treasury shares held, with the 
excess of employee option delivery obligations satisfied from 
conditional capital. As a result, UBS recognized an additional 
expense of CHF 298 million before tax in the income state-
ment in 2008.

Post-employment benefits
In 2008, UBS concluded that it meets the requirements to 
recognize a defined benefit asset associated with its Swiss 
pension plan consistent with the consolidated financial state-
ments. The change in accounting policy resulted in the fol-
lowing effects on the balance sheet and income statement 
for 31 December 2008: an increase of approximately CHF 
2.1 billion in Other assets and a corresponding decrease in 
Personnel expenses.

Reclassification of trading securities
UBS decided at the end of October to reclassify securities 
from “trading balances in securities and precious metals” to 
 “financial investments” with effect from 1 October 2008. 
The securities have been reclassified on the basis of their fair 
value on the reclassification date and are now accounted for 
on an amortized cost basis. An impairment charge of CHF 
0.3 billion was recognized on the reclassified financial in-
struments. If the reclassification had not occurred, the im-
pairment charge would not have been recognized but a 
trading loss of CHF 1.9 billion would have been recorded.
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Financial information
UBS AG (Parent Bank)

Additional income statement information

Net trading income

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.07

Equities 3,930 7,867 (50)

Fixed income (15,505) (7,679) (102)

Foreign exchange and other1 2,109 2,579 (18)

Total (9,466) 2,767

1 Includes commodities trading income.

Extraordinary income includes a gain from the sale of the 
Bank of China investment of approximately CHF 360 million 
in 2008, whereas 2007 included a gain on the sale of UBS’s 
20.7% stake in Julius Baer of CHF 3,180 million. Further, 
2008 includes a release of provisions of CHF 72 million, a 
release on reserves on investments in subsidiaries of CHF 
490 million and a writeup of investments in associated com-

panies of CHF 30 million (2007: CHF 409 million). Amounts 
in 2007 include a release on reserves on own properties of 
CHF 824 million and for lapsed employee options of CHF 
165 million.

In 2008, extraordinary expenses include CHF 478 million 
related to an overstatement of trading income in 2007. 
 Extraordinary expenses in 2007 were immaterial.

Extraordinary income and expenses
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Additional balance sheet information

Allowances and provisions

CHF million
Balance at 
31.12.07

Provisions 
applied in 

 accordance 
with their 

specified purpose Reclassifi cations

Recoveries, 
doubtful interest, 

currency 
translation 
differences

Provisions 
released to 

income

New  
provisions 

charged to 
income

Balance at  
31.12.08

Default risks (credit and country risk) 1,036 (481) 3 (506) 1,504 1,556

Trading portfolio risks 1 4,554 10,304 14,858

Litigation risks 2 158 (457) (47) (3) (33) 1,460 1,078

Operational risks 164 (203) 187 (280) 289 157

Retirement benefit plans 107 (2) (49) (14) 52 94

Deferred taxes 31 2 3 36

Other 3 3,446 (2,672) (68) (244) 871 1,333

Total allowances and provisions 9,496 (3,815) (47) 72 (1,077) 14,483 19,112

Allowances deducted from assets 5,526 16,388

Total provisions as per balance sheet 3,970 2,724
1 The increase was mainly in the area of Fixed Income, Currencies and Commodities (FICC) in the Investment Bank.  2 Includes the movements of provisions for auction rate securities (ARS): provisions 
have been assumed by UBS AG from a subsidiary of CHF 922 million (USD 865 million), new provisions of CHF 407 million have been expensed; the provisions have been partially applied, and the  residual 
amount of CHF 968 million was reclassified to Negative replacement values. In addition a provision of CHF 917 million (USD 780 million) was made in connection with UBS’s US cross-border case. Refer 
to “Note 21 Provisions and litigations”).  3 The 31 December 2008 balance includes provisions for capitalization commitments of subsidiaries that have a capital deficit of approximately CHF 592  million 
and provisions were applied for the writeoff of investments in subsidiaries of CHF 2,629 million. In addition, provisions for reinstatement costs for leasehold improvements, provisions for employee 
 benefits (service anniversaries and sabbatical leaves) are mainly included in this line.

Statement of shareholders’ equity

CHF million Share capital

General statutory 
reserves: 

Share premium

General statutory 
reserves: 

Retained earnings
Reserves for own 

shares
Other  

reserves

Total  
shareholders’  

equity (before  
distribution  

of profit)

As of 31.12.06 and 1.1.07 211 6,280 2,015 9,114 27,288 44,908

Cancellation of own shares (4) (2,411) (2,415)

Capital increase 23 23

Increase in reserves 457 (457)

Prior year dividend (4,275) (4,275)

Profit / (loss) for the period (4,251) (4,251)

Changes in reserves for own shares 327 (327)

As of 31.12.07 and 1.1.08 207 6,303 2,472 9,441 15,567 33,990

Cancellation of own shares

Capital increase 1 86 15,911 (15) 15,982

Capital increase related to MCNs 16,223 16,223

Increase in reserves 0

Prior year dividend 0

Profit / (loss) for the period (36,489) (36,489)

Changes in reserves for own shares (6,564) 6,564 0

Transfers 2 (11,901) (2,472) 14,373 0

As of 31.12.08 293 26,536 0 2,877 0 29,706
1 Includes stock dividend.  2 Subject to approval by the Annual General Meeting on 15 April 2009.
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Financial information
UBS AG (Parent Bank)

Share capital

Par value Ranking for dividends

No. of shares Capital in CHF No. of shares Capital in CHF

As of 31.12.08

Issued and paid up 2,932,580,549 293,258,055 2,932,580,549 293,258,055

Conditional share capital 792,844,711 79,284,471

As of 31.12.07

Issued and paid up 2,073,547,344 207,354,734 2,073,547,344 207,354,734

Conditional share capital 150,138,634 15,013,863

On 31 December 2008, a maximum of 100,415 shares can 
be issued against the future exercise of options from former 
PaineWebber employee option plans. These shares are 
shown as conditional share capital in the UBS AG (Parent 
Bank) disclosure.

During 2006, shareholders approved the creation of con-
ditional capital of up to a maximum of 150 million shares to 
fund UBS’s employee share option programs. In 2007, 5,704 
shares had been issued under this program. The remaining 
conditional capital to fund UBS’s employee share option pro-
grams amounts to 149,994,296 shares.

On 27 February 2008 the extraordinary general meeting of 
shareholders approved the creation of a maximum of CHF 
10,370,000 in authorized capital, allowing the distribution of a 
stock dividend. Additionally, on 23 April 2008, the Annual Gen-
eral Meeting of shareholders (AGM) approved a capital increase 
that resulted in the issuance of 760,295,181 fully paid regis-
tered shares. In addition, during 2008, shareholders approved 
the creation of conditional capital in a maximum amount of 
642,750,000 shares for the two issuances of mandatory con-
vertible notes (MCNs). For further information, refer to Note 26 
to the financial statements.
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Financial assets are mainly pledged in securities borrowing and 
lending transactions, in repurchase and reverse repurchase 
transactions, under collateralized credit lines with central 

UBS AG is jointly and severally liable for the value added tax 
(VAT) liability of Swiss subsidiaries that belong to its VAT 
group.

UBS has an obligation to deliver 100 million ordinary UBS 
shares, subject to anti dilution adjustments, in exchange for 

banks, against loans from mortgage institutions, in connection 
with derivative transactions and for security deposits relating 
to stock exchange and clearinghouse memberships.

Off-balance sheet and other information

Assets pledged or assigned as security for own obligations and assets subject to reservation of title

31.12.08 31.12.07 Change in %

CHF million Book value Effective liability Book value Effective liability Book value Effective liability

Money market paper 7,429 1,300 12,792 2,372 (42) (45)

Mortgage loans 3,699 2,418 200 199

Securities 50,223 37,083 99,821 49,397 (50) (25)

Other 8,149 0 8,628 (6)

Total 69,500 40,801 121,441 51,968 (43) (21)

Commitments and contingent liabilities

CHF million 31.12.08 31.12.07
% change from  

31.12.07

Contingent liabilities 286,451 223,105 28

Irrevocable commitments 68,660 104,784 (34)

Liabilities for calls on shares and other equities 145 145 0

Confirmed credits 2,079 2,630 (21)

Derivative instruments

31.12.08 31.12.07

CHF million PRV 1 NRV 2

Notional 
amount 
CHF bn PRV 1 NRV 2

Notional 
amount 
CHF bn

Interest rate contracts 377,307 370,346 36,476 167,334 164,325 33,545

Credit derivative contracts 202,357 187,216 3,712 111,898 116,128 5,451

Foreign exchange contracts 222,178 229,656 6,005 99,494 99,613 7,725

Precious metal contracts 5,804 5,697 108 6,363 6,569 147

Equity / Index contracts 28,502 36,208 473 30,400 49,985 760

Commodities contracts, excluding precious metals contracts 27,055 25,387 160 21,181 21,251 484

Total derivative instruments 863,203 854,510 46,934 436,670 457,871 48,112

Replacement value netting 661,402 661,402 312,426 312,426

Replacement values after netting 201,801 193,108 124,244 145,445

1 PRV: Positive replacement value.  2 NRV: Negative replacement value.
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payment of the par value of these shares, if the SNB incurs a 
loss on its loan provided to the SNB StabFund upon termina-
tion of this fund. If UBS would be required to deliver those 
shares, UBS intends to settle this obligation using  conditional 
capital (subject to shareholders’ approval).
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Due to UBS pension plans

For the year ended % change from

CHF million 31.12.08 31.12.07 31.12.07

Due to UBS pension plans and UBS debt instruments held by pension plans 876 443 98

Securities borrowed from pension plans 0 9,379 (100)

Fiduciary transactions

CHF million 31.12.08 31.12.07
% change from 

31.12.07

Deposits:

with other banks 36,452 46,074 (21)

with group banks 2,738 2,186 25

Total 39,190 48,260 (19)

Parent Bank personnel was 40,998 on 31 December 2008 and 45,102 on 31 December 2007.

Chase Nominees Ltd., London, acting in its capacity as a 
nominee for other investors, was registered with 7.19% of 
all shares issued on 31 December 2008, compared with 
7.99% at year-end 2007 and 8.81% at year-end 2006. DTC 
(Cede & Co.), New York, The Depository Trust Company, 

a US securities clearing organization, was registered as a 
shareholder for a large number of beneficial owners with 
9.89% of all shares issued on 31 December 2008 (14.15% 
on 31 December 2007).

Personnel

Significant shareholders
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Compensation details and additional information for executive members of the BoD

CHF, except where indicated a

Name, function 1
For the  
year ended Base salary

Annual incentive 
award (cash)

Annual incentive 
award (shares 
– fair value) b

Discretionary 
award (options 

– fair value) c
Benefits  
in kind d

Contributions 
to retirement 

benefits plans e Total

Peter Kurer, Chairman 2008 1,333,333 0 0 0 58,267 174,047 1,565,647

2007

Marcel Ospel, Chairman 2008 666,667 0 0 0 80,755 87,023 834,445

2007 2,000,000 0 0 0 307,310 261,069 2,568,379

Stephan Haeringer,  
Executive Vice Chairman

2008 1,125,000 0 0 0 108,846 195,802 1,429,648

2007 1,500,000 0 0 0 111,808 261,069 1,872,877

Marco Suter, Executive Vice Chairman 2008

2007 1,125,000 0 0 0 70,820 155,252 1,351,072

1 2008: Peter Kurer was the only executive member in office on 31 December; Marcel Ospel did not stand for re-election in April 2008 and Stephan Haeringer stepped down during the year as a member 
of the BoD. Both their payments are pro-rata for the four respective nine-month periods served in their functions. 2007: Marco Suter stepped down during the year as a member of the BoD. His 2007 
payment was pro-rata for the nine-month period served as Executive Vice Chairman.

Explanations of compensation details for executive members of the BoD and members of the GEB:

a. Local currencies are converted into CHF using the exchange rates as detailed in “Note 39 Currency translation rates” in the financial statements 
of this report.

b. Values per share at grant: CHF 36.15 / USD 33.55 for shares granted in 2008 related to the performance year 2007. CHF prices are the average 
price of UBS shares at SWX Europe over the last 10 trading days of February, and USD prices are the average price of UBS shares at the NYSE 
over the last 10 trading days of February in the year in which they are granted.

c. No options were granted in 2009 for the performance year 2008.
d. Benefits in kind – car leasing, company car allowance, staff discount on banking products and services, health and welfare benefits and gen-

eral expense allowances – are all valued at market price.
e. Swiss senior executives participate in the same pension plan as all other employees. Under this plan, employees receive a company contribution 

to the plan which covers compensation up to CHF 820,800. The retirement benefits consist of a pension, a bridging pension and a one-off 
payout of accumulated capital. Employees must also contribute to the plan. This figure excludes the mandatory employer’s social security 
contributions (AHV, ALV) but includes the portion attributed to the employer’s portion of the legal BVG requirement. The employee contribu-
tion is included in the base salary and annual incentive award components.

 In both the US and the UK, senior executives participate in the same plans as all other employees. In the US there are two different plans, one 
of which operates on a cash balance basis, which entitles the participant to receive a company contribution based on compensation limited to 
USD 250,000. This plan is no longer available to new hires. US senior executives may also participate in the UBS 401K-defined contribution 
plan (open to all employees), which provides a company matching contribution for employee contributions. In the UK, senior executives par-
ticipate in either the principal pension plan, which is limited to an earnings cap of GBP 100,000, or a grandfathered defined benefit plan which 
provides a pension on retirement based on career average base salary (uncapped).
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Remuneration details and additional information for independent members of the BoD

CHF, except where indicated a
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ee For the 

period 
AGM to 
AGM Base fee

Committee 
retainer(s)

Benefits 
in kind

Additional 
payments Total

Share 
percent-

age 3
Number of 

shares 4,5

Ernesto Bertarelli, 
member

M M 2008/2009 325,000 200,000 0 0 525,000 100 51,596

M 2007/2008 325,000 150,000 0 0 475,000 100 14,677

Sally Bott,  
member 2

M M 2008/2009 162,500 75,000 0 0 237,500 50 12,280

2007/2008

Rainer-Marc Frey, 
member 2

M M 2008/2009 162,500 150,000 0 0 312,500 50 16,158

2007/2008

Bruno Gehrig,  
member 2

M 2008/2009 162,500 100,000 0 0 262,500 50 13,572

2007/2008

Gabrielle Kaufmann-
Kohler, member

C M 2008/2009 325,000 250,000 0 0 575,000 50 29,731

M M 2007/2008 325,000 250,000 0 0 575,000 50 9,349

Sergio Marchionne, 
senior independent 
director, vice chairman

M M 2008/2009 325,000 200,000 0 250,000 6 775,000 100 76,228

M 2007/2008 325,000 200,000 0 0 525,000 100 16,226

Rolf A. Meyer,  
member 2

M M 2008/2009 162,500 150,000 0 0 312,500 50 16,158

M C 2007/2008 325,000 650,000 0 0 975,000 50 15,853

Helmut Panke,  
member

M M 2008/2009 325,000 300,000 0 0 625,000 50 32,316

C 2007/2008 325,000 250,000 0 0 575,000 50 9,349

William G. Parrett,  
member 2

M 2008/2009 162,500 100,000 0 0 262,500 50 13,572

2007/2008

David Sidwell,  
member

M C 2008/2009 325,000 450,000 0 0 775,000 50 40,072

2007/2008

Peter Spuhler,  
member 2

2008/2009 162,500 0 0 0 162,500 100 15,945

M 2007/2008 325,000 200,000 0 0 525,000 100 16,226

Peter R. Voser,  
member

C M 2008/2009 325,000 400,000 0 0 725,000 50 37,487

M 2007/2008 325,000 300,000 0 0 625,000 50 10,162

Lawrence A. Weinbach, 
member 2

M 2008/2009 162,500 100,000 0 0 262,500 50 13,572

C 2007/2008 325,000 600,000 0 0 925,000 50 15,040

Joerg Wolle,  
member

C M 2008/2009 325,000 300,000 0 0 625,000 50 32,316

M 2007/2008 325,000 150,000 0 0 475,000 100 14,677

Total 2008 6,437,500

Total 2007 5,675,000

Legend: C = Chairman of the respective committee; M = Member of the respective committee

1 There were 11 independent BoD members in office on 31 December 2008. David Sidwell was appointed at the AGM on 23 April 2008 and Rolf A. Meyer, Peter Spuhler and Lawrence A. Weinbach stepped 
down from the BoD at the EGM on 2 October 2008. Sally Bott, Rainer-Marc Frey, Bruno Gehrig and Bill G. Parrett were appointed at the EGM on 2 October 2008.  2 Remunerations is for six months only, as 
such members either stepped down or were appointed on 2 October 2008.  3 Fees are paid 50% in cash and 50% in restricted UBS shares. However, independent BoD members can elect to have 100% of 
their remuneration paid in restricted UBS shares.  4 For 2008, shares valued at CHF 11.38 (average price of UBS shares at SWX Europe over the last 10 trading days of February 2009), attributed with a price 
discount of 15%, discount price CHF 9.67. The shares are blocked for four years. For 2007, shares valued at CHF 36.15 (average price of UBS shares at SWX Europe over the last 10 trading days of February 
2008), attributed with a price discount of 15%, discount price CHF 30.75. The shares are blocked for four years.  5 Number of shares is reduced in case of the 100% election to deduct social security contribu-
tion. All remuneration payments are submitted to social security contribution/taxes at source.  6 This payment is associated with the newly created function of a senior independent director.

In addition, one-off cash payments were made to the chair of the risk committee (CHF 500,000), the governance and nominating committee (CHF 300,000) and the human resources and compensation 
committee (CHF 200,000). These payments reflect the substantial workload of setting up the new risk committee, and expanding the mandate of the governance and nominating committee and the 
human resources and compensation committee.
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Total payments to all members of the BoD

CHF, except where indicated a
For the  
year ended Total

Aggregate of all members of the BoD 2008 10,267,240

Aggregate of all members of the BoD 2007 11,467,328

Total compensation for all members of the GEB

CHF, except where indicated a

Name, function
For the  
year ended Base salary

Annual 
incentive 

award (cash)

Annual 
incentive 

award 
(shares;  

fair value) b

Discretionary 
award 

(options;  
fair value) c

Benefits  
in kind d

Contributions 
to retirement 

benefits 
plans e Total

Marcel Rohner, Group Chief Executive Officer 
(highest-paid) 2008 1,500,000 0 0 0 161,768 152,934 1,814,702

Rory Tapner, Chairman &  
CEO Asia Pacific (highest-paid) 2007 1,291,960 4,501,900 4,501,904 0 10,256 900 10,306,920

Aggregate of all members of the GEB who 
were in office on 31 December 2008 1 2008 7,815,943 0 0 0 457,652 817,315 9,090,911

Aggregate of all members of the GEB who 
were in office on 31 December 2007 1 2007 6,995,885 15,305,667 15,305,708 0 532,706 912,974 39,052,939

Aggregate of all members of the GEB who 
stepped down during 2008 2 2008 1,614,871 0 0 0 234,838 258,423 2,108,132

Aggregate of all members of the GEB who 
stepped down during 2007 2 2007 2,511,947 23,042,376 6,750,036 0 406,567 275,635 32,986,561

1 Number and distribution to senior executives: 2008: 12 GEB members in office on 31 December. 2007: eight GEB members in office on 31 December.  2 Number and distribution of senior executives: 
2008: includes four months in office as a GEB member for Peter Kurer, eight months in office for Marco Suter and 10 months for Joe Scoby. 2007: includes nine months in office for Huw Jenkins and Clive 
Standish and six months for Peter Wuffli.
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Share and option ownership of members of the BoD at 31 December 2007/2008

Name, function 1
For the  
year ended

Number of  
shares held

Voting rights  
in %

Number of  
options held

Potentially conferred 
voting rights in % 2

Type and quantity  
of options 3

Peter Kurer, Chairman 2008 416,088 0.025 372,995 0.022 xxx: 
xxxv: 
xli: 
xlv: 

85 256
95 913 
95 913 
95 913

2007 292,762 0.026 350,000 0.031 xxx: 
xxxv: 
xli: 
xlv:

80 000
90 000
90 000
90 000

Sergio Marchionne,  
senior independent director, vice chairman

2008 87,926 0.005 0 0.000

2007 45,800 0.004 0 0.000

Ernesto Bertarelli, member 2008 89,434 0.005 0 0.000

2007 48,411 0.004 0 0.000

Sally Bott, member 2008 1 0.000 0 0.000

2007

Rainer-Marc Frey, member 2008 0 0.000 0 0.000

2007

Bruno Gehrig, member 2008 3,000 0.000 0 0.000

2007

Gabrielle Kaufmann-Kohler, member 2008 18,713 0.001 0 0.000

2007 3,303 0.000 0 0.000

Helmut Panke, member 2008 31,971 0.002 0 0.000

2007 13,206 0.001 0 0.000

William G. Parrett, member 2008 4,000 0.000 0 0.000

2007

David Sidwell, member 2008 1 0.000 0 0.000

2007

Peter R. Voser, member 2008 30,823 0.002 0 0.000

2007 11,580 0.001 0 0.000

Joerg Wolle, member 2008 41,509 0.002 0 0.000

2007 7,709 0.001 0 0.000

1 This table includes vested, unvested, blocked and unblocked shares and options held by members of the BoD including related parties.  2 No conversion rights are outstanding.  3 Refer to “Note 31 
Equity participation and other compensation plans” in the financial statements of this report for more information.
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Compensation paid to former members of the BoD and GEB1

CHF, except where indicated a

Name, function
For the  
year ended Compensation

Benefits in 
kind Total

Georges Blum, former member of the BoD  
(Swiss Bank Corporation)

2008 101,579 101,579

2007 90,803 90,803

Franz Galliker, former member of the BoD  
(Swiss Bank Corporation)

2008 69,596 69,596

2007 62,174 62,174

Walter G. Frehner, former member of the BoD  
(Swiss Bank Corporation)

2008 74,663 74,663

2007 73,061 73,061

Hans (Liliane) Strasser, former member of the BoD  
(Swiss Bank Corporation)

2008 32,673 32,673

2007 42,311 42,311

Robert Studer, former member of the BoD  
(Union Bank of Switzerland)

2008 126,208 126,208

2007 260,162 260,162

Alberto Togni, former member of the BoD  
(UBS)

2008 318,461 427,949 746,410

2007 318,401 502,478 820,879

Philippe de Weck, former member of the BoD  
(Union Bank of Switzerland)

2008 109,703 109,703

2007 129,701 129,701

Aggregate of all former members of the GEB 2 2008 0 171,180 171,180

2007 0 257,791 257,791

Aggregate of all former members of the BoD and GEB 2008 318,461 1,113,551 1,432,012

2007 318,401 1,418,481 1,736,882

1 Compensation or remuneration that is connected with the former members’ activity on the BoD or GEB, or that is not at market conditions.  2 Includes two former GEB members.
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Share and option ownership of members of the GEB at 31 December 2007/2008

Name, function 1
For the  
year ended

Number of  
shares held

Voting rights  
in %

Number of  
options held

Potentially conferred 
voting rights in % 2

Type and quantity  
of options 3

Marcel Rohner,  
Group Chief Executive Officer

2008 711,366 0.042 1,055,043 0.063 xxv: 
xxx: 
xxxv: 
xli: 
xlv:

31,971 
213,140 
277,082 
319,710 
213,140

2007 501,846 0.044 990,000 0.088 xxv: 
xxx: 
xxxv: 
xli: 
xlv:

30,000 
200,000 
260,000 
300,000 
200,000

John Cryan,  
Group Chief Financial Officer

2008 235,929 0.014 382,673 0.023 v: 
vi: 
vii: 
xii: 
xiii: 
xiv: 
xvii: 
xviii: 
xix: 
xxi: 
xxii: 
xxiii: 
xxvii: 
xxviii: 
xxix: 
xxxii: 
xxxiii: 
xxxiv: 
xxxviii: 
xxxix: 
xl: 
xlii: 
xliii: 
xliv: 
xlvi :

21,362 
20,731 
20,725 
5,454 
5,294 
5,292 

23,626 
23,620 
23,612 
5,526 
5,524 
5,524 

17,072 
17,068 
17,063 
14,210 
14,210 
14,207 
5,330 
5,328 
5,326 

17,762 
17,762 
17,760 
53,285

2007

Markus U. Diethelm,  
Group General Counsel

2008 112,245 0.007 0 0.000 0

2007

John A. Fraser,  
Chairman and CEO  
Global Asset Management

2008 583,812 0.035 1,144,808 0.068 i: 
viii: 
xv: 
xx: 
xxxi: 
xxxvi: 
xli: 
xlv:

56,013 
76,380 

127,884 
127,884 
170,512 
202,483 
213,140 
170,512

2007 461,764 0.041 1,074,232 0.095 i: 
viii: 
xv: 
xx: 
xxxi: 
xxxvi: 
xli: 
xlv:

52,560 
71,672 

120,000 
120,000 
160,000 
190,000 
200,000 
160,000

Marten Hoekstra,  
Deputy CEO Global Wealth  
Management & Business Banking  
and Head Wealth Management US

2008 245,397 0.015 684,168 0.041 ii: 
iii: 
iv: 
ix: 
x: 
xi: 
xxvi: 
xxxi: 
xxxvi: 
xli: 
xlv: 
xlvii:

8,679 
8,421 
8,421 
8,823 

12,825 
8,561 

42,628 
53,285 
53,285 
85,256 

154,931 
239,053

2007

Jerker Johansson,  
Chairman and CEO Investment Bank

2008 521,544 0.031 753,410 0.045 xlviii: 
xlix:

745,990 
7,420

2007

1 This table includes vested and unvested shares and options held by members of the GEB including related parties.  2 No conversion rights are outstanding.  3 Refer to “Note 31 Equity participation 
and other compensation plans” in the financial statements of this report for more information.
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Share and option ownership of members of the GEB on 31 December 2007/2008 (continued)

Name, function 1
For the  
year ended

Number of  
shares held

Voting rights  
in %

Number of  
options held

Potentially conferred 
voting rights in % 2

Type and quantity  
of options 3

Philip J. Lofts,  
Group Chief Risk Officer

2008 186,434 0.011 577,723 0.034 v: 
vi: 
vii: 
xii: 
xiii: 
xiv: 
xvii: 
xviii: 
xix: 
xxi: 
xxii: 
xxiii: 
xxvii: 
xxviii: 
xxix: 
xxxv: 
xli: 
xlv: 
xlvii:

11,445 
11,104 
11,098 

1,240 
5,464 
1,199 
9,985 
9,980 
9,974 
1,833 
1,830 
1,830 

35,524 
35,524 
35,521 

117,090 
117,227 

85,256 
74,599

2007

Walter Stuerzinger,  
Chief Operating Officer,  
Corporate Center

2008 296,886 0.018 372,995 0.022 xvi: 
xxx: 
xxxv: 
xli: 
xlv:

31,971 
63,942 
85,256 
95,913 
95,913

2007 209,442 0.019 350,000 0.031 xvi: 
xxx: 
xxxv: 
xli: 
xlv:

30,000 
60,000 
80,000 
90,000 
90,000

Rory Tapner,  
Chairman and CEO Asia Pacific

2008 827,809 0.049 1,379,533 0.082 vii: 
xv: 
xxiv: 
xxx: 
xxxv: 
xli: 
xlv:

281,862 
213,140 
213,140 
170,512 
159,855 
170,512 
170,512

2007 514,365 0.046 1,294,486 0.115 vii: 
xv: 
xxiv: 
xxx: 
xxxv: 
xli: 
xlv:

264,486 
200,000 
200,000 
160,000 
150,000 
160,000 
160,000

Raoul Weil,  
Chairman and CEO Global Wealth  
Management & Business Banking,  
relinquished his duties on  
an interim basis

2008 315,698 0.019 432,409 0.026 xv: 
xxxv: 
xli: 
xlv:

53,285 
102,281 
127,884 
148,959

2007 212,934 0.019 405,752 0.036 xv: 
xxxv: 
xli: 
xlv:

50,000 
95,976 

120,000 
139,776

Alexander Wilmot-Sitwell,  
Chairman and CEO, UBS Group EMEA  
and Joint Global Head IB Department

2008 304,655 0.018 353,807 0.021 xxxiv: 
xxxvii: 
xxxviii: 
xxxix: 
xl: 
xlv: 
xlvii:

53,282 
2,130 

35,524 
35,524 
35,521 

106,570 
85,256

2007

Robert Wolf,  
Chairman and CEO, UBS Group  
Americas / President Investment Bank

2008 827,307 0.049 948,473 0.056 xx: 
xxxi: 
xxxvi: 
xli: 
xlv: 
xlvii:

287,739 
213,140 
127,884 
106,570 
106,570 
106,570

2007
1 This table includes vested and unvested shares and options held by members of the GEB including related parties.  2 No conversion rights are outstanding.  3 Refer to “Note 31 Equity participation 
and other compensation plans” in the financial statements of this report for more information.
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Vested and unvested options held by independent members of the BoD and  
by members of the GEB on 31 December 2007 / 2008

Type Number of options Year of grant Vesting date Expiry date Subscription ratio Strike price

i 56,013 2001 20.02.2004 20.02.2009 1:1 CHF 46.92

ii 8,679 2002 31.01.2002 31.07.2012 1:1 USD 21.24

iii 8,421 2002 31.01.2004 31.07.2012 1:1 USD 21.24

iv 8,421 2002 31.01.2005 31.07.2012 1:1 USD 21.24

v 32,807 2002 31.01.2003 31.01.2012 1:1 CHF 36.49

vi 31,835 2002 31.01.2004 31.01.2012 1:1 CHF 36.49

vii 313,685 2002 31.01.2005 31.01.2012 1:1 CHF 36.49

viii 76,380 2002 31.01.2005 31.01.2012 1:1 USD 21.24

ix 8,823 2002 28.02.2002 28.08.2012 1:1 USD 21.70

x 12,825 2002 29.02.2004 28.08.2012 1:1 USD 21.70

xi 8,561 2002 28.02.2005 28.08.2012 1:1 USD 21.70

xii 6,694 2002 28.02.2003 28.02.2012 1:1 CHF 36.65

xiii 10,758 2002 28.02.2004 28.02.2012 1:1 CHF 36.65

xiv 6,491 2002 28.02.2005 28.02.2012 1:1 CHF 36.65

xv 394,309 2002 28.06.2005 28.06.2012 1:1 CHF 37.90

xvi 31,971 2002 28.06.2005 28.12.2012 1:1 CHF 37.90

xvii 33,611 2003 01.03.2004 31.01.2013 1:1 CHF 27.81

xviii 33,600 2003 01.03.2005 31.01.2013 1:1 CHF 27.81

xix 33,586 2003 01.03.2006 31.01.2013 1:1 CHF 27.81

xx 415,623 2003 31.01.2006 31.01.2013 1:1 USD 22.53

xxi 7,359 2003 01.03.2004 28.02.2013 1:1 CHF 26.39

xxii 7,354 2003 01.03.2005 28.02.2013 1:1 CHF 26.39

xxiii 7,354 2003 01.03.2006 28.02.2013 1:1 CHF 26.39

xxiv 213,140 2003 31.01.2006 31.01.2013 1:1 CHF 30.50

xxv 31,971 2003 31.01.2006 31.07.2013 1:1 CHF 30.50

xxvi 42,628 2003 31.01.2006 31.07.2013 1:1 USD 22.53

xxvii 52,596 2004 01.03.2005 27.02.2014 1:1 CHF 44.32

xxviii 52,592 2004 01.03.2006 27.02.2014 1:1 CHF 44.32

xxix 52,584 2004 01.03.2007 27.02.2014 1:1 CHF 44.32

xxx 532,850 2004 28.02.2007 27.02.2014 1:1 CHF 48.69

xxxi 436,937 2004 01.03.2007 27.02.2014 1:1 USD 38.13

xxxii 14,210 2005 01.03.2006 28.02.2015 1:1 CHF 47.58

xxxiii 14,210 2005 01.03.2007 28.02.2015 1:1 CHF 47.58

xxxiv 67,489 2005 01.03.2008 28.02.2015 1:1 CHF 47.58

xxxv 837,477 2005 01.03.2008 28.02.2015 1:1 CHF 52.32

xxxvi 383,652 2005 01.03.2008 28.02.2015 1:1 USD 44.81

xxxvii 2,130 2005 04.03.2007 04.03.2015 1:1 CHF 47.89

xxxviii 40,854 2006 01.03.2007 28.02.2016 1:1 CHF 65.97

xxxix 40,852 2006 01.03.2008 28.02.2016 1:1 CHF 65.97

xl 40,847 2006 01.03.2009 28.02.2016 1:1 CHF 65.97

xli 1,332,125 2006 01.03.2009 28.02.2016 1:1 CHF 72.57

xlii 17,762 2007 01.03.2008 28.02.2017 1:1 CHF 67.00

xliii 17,762 2007 01.03.2009 28.02.2017 1:1 CHF 67.00

xliv 17,760 2007 01.03.2010 28.02.2017 1:1 CHF 67.00

xlv 1,348,276 2007 01.03.2010 28.02.2017 1:1 CHF 73.67

xlvi 53,285 2008 01.03.2011 28.02.2018 1:1 CHF 32.45

xlvii 505,478 2008 01.03.2011 28.03.2018 1:1 CHF 35.66

xlviii 745,990 2008 01.03.2011 07.04.2018 1:1 CHF 36.46

xlix 7,420 2008 01.03.2011 06.06.2018 1:1 CHF 28.10
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Loans granted to members of the BoD at 31 December 2007/2008

CHF, except where indicated a

Name, function 1
For the  
year ended Secured loans

Other loans  
granted Total

Peter Kurer, Chairman 2 2008 1,261,000 0 1,261,000

2007

Sergio Marchionne, Senior Independent Director, Vice Chairman 2008 0 0 0

2007 0 0 0

Ernesto Bertarelli, member 2008 0 0 0

2007 0 0 0

Sally Bott, member 2008 0 0 0

2007

Rainer-Marc Frey, member 2008 0 0 0

2007

Bruno Gehrig, member 2 2008 798,000 0 798,000

2007

Gabrielle Kaufmann-Kohler, member 2008 0 0 0

2007 0 0 0

Helmut Panke, member 2008 0 0 0

2007 0 0 0

William G. Parrett, member 2 2008 1,167,659 0 1,167,659

2007

David Sidwell, member 2008 0 0 0

2007

Peter R. Voser, member 2008 0 0 0

2007 0 0 0

Joerg Wolle, member 2008 0 0 0

2007 0 0 0

Aggregate of all members of the BoD 3,226,659 0 3,226,659

1 No loans have been granted to related parties of the members of the BoD at conditions not customary in the market.  2 Secured loans granted prior to their election to the BoD.

Loans granted to members of the GEB at 31 December 2007/2008

CHF, except where indicated a

Name, function 1
For the  
year ended Secured loans

Other loans
granted 2 Total

Markus U. Diethelm, Group General Counsel 2008 3,900,000 0 3,900,000

Joe Scoby, Group Chief Risk Officer 3 2007 0 3,145,796 3,145,796

Aggregate of all members of the GEB 4 2008 7,740,562 0 7,740,562

Aggregate of all members of the GEB 2007 3,487,000 3,145,796 6,632,796

1 No loans have been granted to related parties of the members of the GEB at conditions not customary in the market.  2 Guarantees.  3 Joe Scoby stepped down as Group Chief Risk Officer on  
4 November 2008.  4 Including those members of the GEB who stepped down during 2008.
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Additional disclosure required 
under SEC regulations

A – Introduction

The following pages contain additional disclosures about 
UBS Group which are required under SEC regulations.

UBS’s consolidated Financial Statements have been pre-
pared in accordance with International Financial Reporting 
Standards (IFRS) as issued by the International Accounting 
Standards Board (IASB) and are denominated in Swiss francs 
(CHF), the reporting currency of the Group.
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B – Selected financial data

The tables below set forth, for the periods and dates indicated, information concerning the noon buying rate for the Swiss 
franc, expressed in United States dollars, or USD, per one Swiss franc. The noon buying rate is the rate in New York City for 
cable transfers in foreign currencies as certified for customs purposes by the Federal Reserve Bank of New York.

On 27 February 2009 the noon buying rate was 0.8568 USD per 1 CHF.

Year ended 31 December High Low
Average rate 1 

(USD per 1 CHF) At period end

2004 0.8843 0.7601 0.8059 0.8712

2005 0.8721 0.7544 0.8039 0.7606

2006 0.8396 0.7575 0.8034 0.8200

2007 0.9087 0.7978 0.8381 0.8827

2008 1.0142 0.8171 0.9298 0.9369

Month High Low

September 2008 0.9248 0.8776

October 2008 0.8921 0.8570

November 2008 0.8616 0.8172

December 2008 0.9602 0.8171

January 2009 0.9359 0.8599

February 2009 0.8757 0.8465

1 The average of the noon buying rates on the last business day of each full month during the relevant period.
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Key figures

For the year ended

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Balance sheet data

Total assets 2,014,815 2,274,891 2,348,733 2,001,099 1,703,647

Equity attributable to UBS shareholders 32,531 36,875 51,037 45,633 35,161

Average equity to average assets (%) 1.5 1.8 2.0 1.9 1.9

Market capitalization 43,519 108,654 154,222 131,949 103,638

Shares

Registered ordinary shares 2,932,580,549 2,073,547,344 2,105,273,286 2,177,265,044 2,253,716,354

Treasury shares 61,903,121 158,105,524 164,475,699 208,519,748 249,326,620

BIS capital ratios

Tier 1 (%) 11.0 9.1 1 12.2 1 13.3 1 12.3 1

Total BIS (%) 15.0 12.2 1 15.0 1 14.5 1 14.1 1

Risk-weighted assets 302,273 374,421 1 344,015 1 312,532 1 266,955 1

Invested assets (CHF billion) 2,174 3,189 2,989 2,652 2,217

Personnel (full-time equivalents)

Switzerland 26,406 27,884 27,022 26,029 25,990

United Kingdom 7,071 8,813 8,243 7,135 7,180

Rest of Europe 4,817 4,776 4,338 3,759 3,461

Middle East / Africa 145 139 102 112 107

United States 27,362 29,921 29,076 25,999 25,180

Rest of Americas 1,984 2,054 1,743 1,137 1,051

Asia Pacific 9,998 9,973 7,616 5,398 4,438

Total 77,783 83,560 78,140 69,569 67,407

Long-term ratings 2

Fitch, London A+ AA AA+ AA+ AA+

Moody’s, New York Aa2 Aaa Aa2 Aa2 Aa2

Standard & Poor’s, New York A+ AA AA+ AA+ AA+

1 The calculation prior to 2008 is based on the Basel I approach.  2 Refer to the “Credit risk” section of this report for information about the nature of these ratings.
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Income statement data

For the year ended

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Interest income 65,679 109,112 87,401 59,286 39,228

Interest expense (59,687) (103,775) (80,880) (49,758) (27,484)

Net interest income 5,992 5,337 6,521 9,528 11,744

Credit loss (expense) / recovery (2,996) (238) 156 375 241

Net interest income after credit loss (expense) / recovery 2,996 5,099 6,677 9,903 11,985

Net fee and commission income 22,929 30,634 25,456 21,184 18,310

Net trading income (25,820) (8,353) 13,743 8,248 5,098

Other income 692 4,341 1,608 1,135 875

Total operating income 796 31,721 47,484 40,470 36,268

Total operating expenses 28,555 35,463 33,365 28,533 26,840

Operating profit from continuing operations before tax (27,758) (3,742) 14,119 11,937 9,428

Tax expense (6,837) 1,369 2,998 2,270 2,073

Net profit from continuing operations (20,922) (5,111) 11,121 9,667 7,355

Net profit from discontinued operations 198 403 899 4,526 629

Net profit (20,724) (4,708) 12,020 14,193 7,984

Net profit attributable to minority interests 568 539 493 661 454

Net profit attributable to UBS shareholders (21,292) (5,247) 11,527 13,532 7,530

Cost / income ratio (%) 1 753.0 111.0 70.5 71.2 74.5

Per share data (CHF)

Basic earnings per share 2 (7.69) (2.42) 5.19 5.98 3.25

Diluted earnings per share 2 (7.69) (2.43) 4.99 5.74 3.10

Operating profit before tax per share (10.02) (1.73) 6.36 5.27 4.07

Cash dividends declared per share (CHF) 3,4 N/A N/A 2.20 1.60 1.50

Cash dividend declared per share (USD) 3,4 N/A N/A 1.83 1.26 1.27

Dividend payout ratio (%) 3,4 N/A N/A 42.4 26.8 46.2

Rates of return (%)

Return on equity attributable to UBS shareholders 5 (58.7) (10.9) 25.7 36.7 23.1

Return on average equity (60.6) (10.6) 24.0 34.4 21.3

Return on average assets (0.9) (0.2) 0.5 0.7 0.4

1 Operating expenses / operating income before credit loss expense.  2 For EPS calculation, refer to Note 8 in the Financial Statements.  3 Additionally, in July 2006, a par value reduction of CHF 0.30 
(USD 0.24) per share was distributed. Dividends are normally declared and paid in the year subsequent to the reporting period.  4 For the business year 2007 a stock dividend was distributed for which 
98,698,754 new shares were issued on 19 May 2008 to UBS shareholders with an exchange ratio of 20:1.  5 Net profit attributable to UBS shareholders / average equity attributable to UBS sharehold-
ers less distributions.  

Financial information
Additional disclosure required under SEC regulations
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Ratio of earnings to fixed charges

The following table sets forth UBS’s ratio of earnings to fixed charges on an IFRS basis for the periods indicated. The ratios 
are calculated based on earnings from continuing operations. Ratios of earnings to combined fixed charges and preferred 
stock dividend requirements are not presented as there were no preferred share dividends in any of the periods indicated.

For the year ended

31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

0.53 0.96 1.17 1.23 1.32

Balance sheet data

For the year ended

CHF million 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Assets

Total assets 2,014,815 2,274,891 2,348,733 2,001,099 1,703,647

Due from banks 64,451 60,907 50,426 33,644 35,419

Cash collateral on securities borrowed 122,897 207,063 351,590 288,435 210,606

Reverse repurchase agreements 224,648 376,928 405,834 404,432 357,164

Trading portfolio assets 271,838 660,182 648,346 499,297 389,487

Trading portfolio assets pledged as collateral 40,216 114,190 230,168 154,759 159,115

Positive replacement values 854,100 428,217 292,975 273,889 248,664

Loans 340,308 335,864 297,842 279,910 241,803

Liabilities

Due to banks 125,628 145,762 203,689 124,328 120,026

Cash collateral on securities lent 14,063 31,621 63,088 59,938 51,301

Repurchase agreements 102,561 305,887 545,480 478,508 422,587

Trading portfolio liabilities 62,431 164,788 204,773 188,631 171,033

Negative replacement values 851,864 443,539 297,063 277,770 267,799

Financial liabilities designated at fair value 101,546 191,853 145,687 117,401 65,756

Due to customers 474,774 641,892 555,886 466,907 386,320

Debt issued 197,254 222,077 190,143 160,710 117,856

Equity attributable to UBS shareholders 32,531 36,875 51,037 45,633 35,161
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Property, plant and equipment

At 31 December 2008, UBS operated about 1,166 business 
and banking locations worldwide, of which about 36% were 
in Switzerland, 47% in the Americas, 12% in the rest of 
 Europe, Middle East and Africa and 4% in Asia-Pacific. 36% 
of the business and banking locations in Switzerland were 
owned directly by UBS, with the remainder, along with most 

of UBS’s offices outside Switzerland, being held under com-
mercial leases.

These premises are subject to continuous maintenance 
and upgrading and are considered suitable and adequate for 
current and anticipated operations.

C – Information on the company

Financial information
Additional disclosure required under SEC regulations
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Selected statistical information

The tables below set forth selected statistical information 
 regarding the Group’s banking operations extracted from 
the Financial Statements. Unless otherwise indicated, aver-
age balances for the years ended 31 December 2008, 31 De-
cember 2007 and 31 December 2006 are calculated from 

monthly data. The distinction between domestic and foreign 
is generally based on the booking location. For loans, this 
method is not significantly different from an analysis based 
on the domicile of the borrower.

Average balances and interest rates

The following table sets forth average interest-earning assets and average interest-bearing liabilities, along with the average 
rates, for the years ended 31 December 2008, 2007 and 2006.

31.12.08 31.12.07 31.12.06

CHF million, except where indicated
Average 
balance Interest

Average 
rate (%)

Average 
balance Interest

Average 
rate (%)

Average 
balance Interest

Average 
rate (%)

Assets

Due from banks

Domestic 7,243 421 5.8 11,784 664 5.6 10,800 587 5.4

Foreign 58,287 1,559 2.7 46,049 2,344 5.1 29,814 1,490 5.0

Cash collateral on securities borrowed and  
reverse repurchase agreements

Domestic 31,642 1,208 3.8 31,473 1,693 5.4 27,147 1,333 4.9

Foreign 669,010 21,313 3.2 977,302 46,581 4.8 926,575 38,393 4.1

Trading portfolio assets

Domestic 15,104 520 3.4 11,866 696 5.9 17,976 651 3.6

Foreign taxable 522,804 21,494 4.1 861,923 38,206 4.4 707,432 31,433 4.4

Foreign non-taxable 8,070 383 4.7 5,754 199 3.5 4,438 127 2.9

Foreign total 530,874 21,877 4.1 867,677 38,405 4.4 711,870 31,560 4.4

Financial assets designated at fair value

Domestic 945 0 588 0 42 0

Foreign 11,024 404 3.7 9,114 298 3.3 2,325 70 3.0

Loans

Domestic 188,950 6,840 3.6 187,073 6,565 3.5 181,186 5,784 3.2

Foreign 147,034 8,304 5.6 146,040 9,359 6.4 105,362 6,284 5.9

Financial investments available-for-sale

Domestic 1,599 72 4.5 3,930 66 1.7 4,126 28 0.7

Foreign taxable 3,370 73 2.2 2,934 110 3.7 3,171 100 3.2

Foreign non-taxable 0 0 0 0

Foreign total 3,370 73 2.2 2,934 110 3.7 3,171 100 3.2

Total interest-earning assets 1,665,082 62,591 3.8 2,295,830 106,781 4.7 2,020,394 86,280 4.3

Net interest on swaps 3,088 2,331 1,121

Interest income and average  
interest-earning assets 1,665,082 65,679 3.9 2,295,830 109,112 4.8 2,020,394 87,401 4.3

Non-interest-earning assets

Positive replacement values 600,073 373,229 278,733

Fixed assets 7,091 7,090 7,445

Other 82,357 82,739 68,894

Total average assets 2,354,603 2,758,888 2,375,466

D – Information required by industry guide 3
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Average balances and interest rates (continued)

31.12.08 31.12.07 31.12.06

CHF million, except where indicated
Average 
balance Interest

Average 
rate (%)

Average 
balance Interest

Average 
rate (%)

Average 
balance Interest

Average 
rate (%)

Liabilities and equity

Due to banks

Domestic 51,027 1,503 2.9 60,858 2,477 4.1 46,544 1,583 3.4

Foreign 88,798 3,423 3.9 146,286 8,008 5.5 108,885 5,261 4.8

Cash collateral on securities lent and  
repurchase agreements

Domestic 31,269 1,026 3.3 47,041 1,902 4.0 46,224 1,589 3.4

Foreign 397,453 15,097 3.8 752,616 38,680 5.1 751,617 32,432 4.3

Trading portfolio liabilities

Domestic 5,525 256 4.6 5,561 328 5.9 4,408 283 6.4

Foreign 132,901 8,906 6.7 214,326 15,484 7.2 202,263 14,250 7.0

Financial liabilities designated at fair value

Domestic 1,444 69 4.8 1,503 79 5.3 1,864 58 3.1

Foreign 151,324 7,229 4.8 173,162 7,580 4.4 127,458 4,699 3.7

Due to customers

Domestic demand deposits 56,730 495 0.9 64,568 736 1.1 70,981 534 0.8

Domestic savings deposits 68,213 604 0.9 78,775 502 0.6 86,631 392 0.5

Domestic time deposits 35,575 1,081 3.0 41,056 1,206 2.9 28,876 639 2.2

Domestic total 160,518 2,180 1.4 184,399 2,444 1.3 186,488 1,565 0.8

Foreign 1 401,421 11,044 2.8 426,130 16,388 3.8 314,788 11,500 3.7

Short-term debt

Domestic 1,735 63 3.6 2,228 98 4.4 1,973 115 5.8

Foreign 134,920 6,216 4.6 144,546 8,643 6.0 110,418 5,934 5.4

Long-term debt

Domestic 5,766 148 2.6 4,235 115 2.7 3,957 82 2.1

Foreign 74,531 2,527 3.4 70,079 1,549 2.2 57,899 1,529 2.6

Total interest-bearing liabilities 1,638,632 59,687 3.6 2,232,970 103,775 4.6 1,964,786 80,880 4.1

Non-interest-bearing liabilities

Negative replacement values 605,990 382,115 278,903

Other 67,066 88,191 77,304

Total liabilities 2,311,688 2,703,276 2,320,993

Total equity 42,915 55,612 54,473

Total average liabilities and equity 2,354,603 2,758,888 2,375,466

Net interest income 5,992 5,337 6,521

Net yield on interest-earning assets 0.4 0.2 0.3

1 Due to customers in foreign offices consists mainly of time deposits.

The percentage of total average interest-earning assets at-
tributable to foreign activities was 85% for 2008 (89% for 
2007 and 88% for 2006). The percentage of total average 
interest-bearing liabilities attributable to foreign activities 
was 84% for 2008 (86% for 2007 and 85% for 2006). All 
assets and liabilities are translated into CHF at uniform 
month-end rates. Interest income and expense are translat-
ed at monthly average rates.

Average rates earned and paid on assets and liabilities can 
change from period to period based on the changes in interest 
rates in general, but are also affected by changes in the cur-
rency mix included in the assets and liabilities. This is espe-
cially true for foreign assets and liabilities. Tax-exempt income 
is not recorded on a tax-equivalent basis. For all three years 
presented, tax-exempt income is considered to be insignificant 
and the impact from such income is therefore negligible.

Financial information
Additional disclosure required under SEC regulations
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Analysis of changes in interest income and expense

The following tables allocate, by categories of interest-earn-
ing assets and interest-bearing liabilities, the changes in in-
terest income and expense due to changes in volume and 
interest rates for the year ended 31 December 2008 com-
pared with the year ended 31 December 2007, and for the 
year ended 31 December 2007 compared with the year end-

ed 31 December 2006. Volume and rate variances have been 
calculated on movements in average balances and changes 
in interest rates. Changes due to a combination of volume 
and rates have been allocated proportionally. Refer to the 
appropriate section of Industry Guide 3 for a discussion of 
the treatment of impaired and non-performing loans.

2008 compared with 2007 2007 compared with 2006

Increase / (decrease) 
due to changes in

Net 
change

Increase / (decrease) 
due to changes in

Net 
changeCHF million

Average 
volume

Average 
rate

Average 
volume

Average 
rate

Interest income from interest-earning assets

Due from banks

Domestic (254) 11 (243) 53 24 77

Foreign 624 (1,409) (785) 812 42 854

Cash collateral on securities borrowed and reverse repurchase agreements

Domestic 9 (494) (485) 212 148 360

Foreign (14,798) (10,470) (25,268) 2,080 6,108 8,188

Trading portfolio assets

Domestic 191 (367) (176) (220) 265 45

Foreign taxable (14,921) (1,791) (16,712) 6,798 (25) 6,773

Foreign non-taxable 81 103 184 38 34 72

Foreign total (14,840) (1,688) (16,528) 6,836 9 6,845

Financial assets designated at fair value

Domestic 0 0 0 0 0 0

Foreign 63 43 106 204 24 228

Loans

Domestic 66 209 275 188 593 781

Foreign 64 (1,119) (1,055) 2,441 634 3,075

Financial investments available-for-sale

Domestic (40) 46 6 (1) 39 38

Foreign taxable 16 (53) (37) (8) 18 10

Foreign non-taxable 0 0 0 0 0 0

Foreign total 16 (53) (37) (8) 18 10

Interest income

Domestic (28) (595) (623) 232 1,069 1,301

Foreign (28,871) (14,696) (43,567) 12,365 6,835 19,200

Total interest income from interest-earning assets (28,899) (15,291) (44,190) 12,597 7,904 20,501

Net interest on swaps 757 1,210

Total interest income (43,433) 21,711
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Analysis of changes in interest income and expense (continued)

2008 compared with 2007 2007 compared with 2006

Increase / (decrease) 
due to changes in

Net 
change

Increase / (decrease)
due to changes in

Net 
changeCHF million

Average 
volume

Average 
rate

Average 
volume

Average 
rate

Interest expense on interest-bearing liabilities

Due to banks

Domestic (403) (571) (974) 487 407 894

Foreign (3,162) (1,423) (4,585) 1,795 952 2,747

Cash collateral on securities lent and repurchase agreements

Domestic (631) (245) (876) 28 285 313

Foreign (18,113) (5,470) (23,583) 43 6,205 6,248

Trading portfolio liabilities

Domestic (2) (70) (72) 74 (29) 45

Foreign (5,863) (715) (6,578) 844 390 1,234

Financial liabilities designated at fair value

Domestic (3) (7) (10) (11) 32 21

Foreign (961) 610 (351) 1,691 1,190 2,881

Due to customers

Domestic demand deposits (86) (155) (241) (51) 253 202

Domestic savings deposits (63) 165 102 (39) 149 110

Domestic time deposits (159) 34 (125) 268 299 567

Domestic total (308) 44 (264) 178 701 879

Foreign (939) (4,405) (5,344) 4,120 768 4,888

Short-term debt

Domestic (22) (13) (35) 15 (32) (17)

Foreign (578) (1,849) (2,427) 1,843 866 2,709

Long-term debt

Domestic 41 (8) 33 6 27 33

Foreign 98 880 978 317 (297) 20

Interest expense

Domestic (1,328) (870) (2,198) 777 1,391 2,168

Foreign (29,518) (12,372) (41,890) 10,653 10,074 20,727

Total interest expense (30,846) (13,242) (44,088) 11,430 11,465 22,895

Financial information
Additional disclosure required under SEC regulations
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Deposits

The following table analyzes average deposits and the average rates on each deposit category listed below for the years 
ended 31 December 2008, 2007 and 2006. The geographic allocation is based on the location of the office or branch where 
the deposit is made. Deposits by foreign depositors in domestic offices were CHF 51,228 million CHF 81,243 million and CHF 
78,234 million at 31 December 2008, 31 December 2007 and 31 December 2006, respectively.

31.12.08 31.12.07 31.12.06

CHF million, except where indicated
Average 
deposit

Average 
rate (%)

Average 
deposit

Average 
rate (%)

Average 
deposit

Average 
rate (%)

Banks

Domestic offices

Demand deposits 2,341 0.5 2,474 0.6 2,024 0.2

Time deposits 4,902 3.8 9,310 5.1 8,776 4.5

Total domestic offices 7,243 2.7 11,784 4.2 10,800 3.7

Foreign offices

Interest-bearing deposits 1 58,287 3.9 46,049 5.5 29,814 4.8

Total due to banks 65,530 3.7 57,833 5.2 40,614 4.5

Customer accounts

Domestic offices

Demand deposits 56,730 0.9 64,568 1.1 70,981 0.8

Savings deposits 68,213 0.9 78,775 0.6 86,631 0.5

Time deposits 35,575 3.0 41,056 2.9 28,876 2.2

Total domestic offices 160,518 1.4 184,399 1.3 186,488 0.8

Foreign offices

Interest-bearing deposits 1 401,421 2.8 426,130 3.8 314,788 3.7

Total due to customers 561,939 2.4 610,529 3.1 501,276 2.6

1 Mainly time deposits.

At 31 December 2008, the maturity of time deposits exceeding CHF 150,000, or an equivalent amount in other currencies, 
was as follows:

CHF million Domestic Foreign

Within 3 months 38,052 186,590

3 to 6 months 2,216 9,387

6 to 12 months 1,495 4,617

1 to 5 years 648 1,532

Over 5 years 231 235

Total time deposits 42,642 202,361
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Short-term borrowings

The following table presents the period-end, average and maximum month-end outstanding amounts for short-term bor-
rowings, along with the average rates and period-end rates at and for the years ended 31 December 2008, 2007 and 
2006.

Money market paper issued Due to banks Repurchase agreements 1

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.08 31.12.07 31.12.06 31.12.08 31.12.07 31.12.06

Period-end balance 111,619 152,256 119,584 61,155 84,826 153,231 140,039 487,455 754,623

Average balance 136,655 146,774 112,391 74,295 149,311 114,815 404,512 739,138 717,542

Maximum month-end balance 170,503 167,637 123,108 87,233 175,233 153,231 591,005 848,401 777,010

Average interest rate during the period (%) 4.6 6.0 5.4 3.5 5.1 4.4 3.5 5.0 4.4

Average interest rate at period-end (%) 2.9 6.1 4.0 2.3 4.5 4.1 1.4 4.9 5.0

1 For the purpose of this disclosure, balances are presented on a gross basis.

Financial information
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Contractual maturities of investments in debt instruments available-for-sale 1,2

Within 1 year 1–5 years 5–10 years Over 10 years

CHF million, except percentages Amount Yield (%) Amount Yield (%) Amount Yield (%) Amount Yield (%)

31 December 2008 3

Swiss national government and agencies 0 0.00 2 3.46 0 0.00 1 4.00

Swiss local governments 0 0.00 0 0.00 0 0.00 0 0.00

US Treasury and agencies 0 0.00 0 0.00 0 0.00 0 0.00

Foreign governments and official institutions 33 1.31 0 0.00 33 2.81 34 5.22

Corporate debt securities 3 23.35 88 3.38 38 3.12 12 1.74

Mortgage-backed securities 0 0.00 0 0.00 42 4.00 455 5.28

Other debt instruments 188 9.06 3 13.47 0 0.00 37 7.42

Total fair value 224 93 113 539

Within 1 year 1–5 years 5–10 years Over 10 years

CHF million, except percentages Amount Yield (%) Amount Yield (%) Amount Yield (%) Amount Yield (%)

31 December 2007 3

Swiss national government and agencies 0 0.00 2 2.02 0 0.00 1 4.00

Swiss local governments 0 0.00 0 0.00 0 0.00 0 0.00

US Treasury and agencies 0 0.00 0 0.00 0 0.00 0 0.00

Foreign governments and official institutions 50 1.87 2 2.54 75 4.48 0 0.00

Corporate debt securities 50 5.66 44 4.11 0 0.00 0 0.00

Mortgage-backed securities 0 0.00 0 0.00 3 4.48 561 5.28

Other debt instruments 14 4.20 216 12.41 0 0.00 0 0.00

Total fair value 114 264 78 562

Within 1 year 1–5 years 5–10 years Over 10 years

CHF million, except percentages Amount Yield (%) Amount Yield (%) Amount Yield (%) Amount Yield (%)

31 December 2006

Swiss national government and agencies 2 2.22 0 0.00 0 0.00 1 4.00

Swiss local governments 0 0.00 0 0.00 0 0.00 0 0.00

US Treasury and agencies 0 0.00 0 0.00 0 0.00 0 0.00

Foreign governments and official institutions 38 1.48 2 1.89 57 4.47 0 0.00

Corporate debt securities 26 7.00 0 0.00 2 0.00 0 0.00

Mortgage-backed securities 0 0.00 0 0.00 10 4.48 150 5.10

Other debt instruments 0 0.00 233 9.28 0 0.00 0 0.00

Total fair value 66 235 69 151
1 Money market paper has a contractual maturity of less than one year and is not included in the table.  2 Average yields are calculated on an amortized cost basis.  3 Debt instruments available-for-sale 
recognized on UBS’s balance sheet of CHF 1,402 million CHF 1,034 million for 2008 and 2007, respectively and disclosed in Note 13 include CHF 433 million and CHF 16 million of instruments without 
fixed maturity for 2008 and 2007, respectively. Such instruments are not reflected in the table.
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Due from banks and loans (gross)

CHF million 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Domestic

Banks 1 1,734 1,237 561 1,407 1,406

Construction 1,377 1,393 1,535 1,816 1,943

Financial institutions 8,113 5,525 5,542 4,213 4,332

Hotels and restaurants 1,811 1,824 1,957 2,044 2,269

Manufacturing 2 4,020 3,887 3,643 4,134 5,485

Private households 119,285 121,536 117,852 111,549 105,160

Public authorities 4,042 4,734 4,972 5,494 5,460

Real estate and rentals 12,097 11,691 11,356 11,792 11,466

Retail and wholesale 4,818 5,138 4,569 4,808 4,908

Services 3 6,172 6,170 6,758 8,088 9,110

Other 4 3,329 3,300 4,345 3,119 591

Total domestic 166,798 166,435 163,090 158,464 152,130

Foreign

Banks 1 63,708 60,333 50,124 32,287 34,269

Chemicals 2,816 635 1,321 2,716 366

Construction 448 624 522 295 122

Electricity, gas and water supply 2,995 1,888 951 1,637 745

Financial institutions 100,779 96,370 67,676 62,344 45,095

Manufacturing 5 5,026 4,678 3,006 3,784 2,758

Mining 4,394 4,509 3,177 3,431 1,695

Private households 33,242 42,828 35,031 38,283 30,237

Public authorities 11,094 4,172 2,175 1,686 1,228

Real estate and rentals 4,240 5,056 4,360 2,707 940

Retail and wholesale 2,515 2,239 1,815 1,257 1,102

Services 9,816 9,294 16,436 5,593 8,002

Transport, storage and communication 3,894 1,752 1,528 1,419 762

Other 6 1,073 1,105 564 272 318

Total foreign 246,040 235,483 188,686 157,711 127,639

Total gross 412,838 401,918 351,776 316,175 279,769

1 Includes Due from banks and Loans from Industrial Holdings of CHF 27 million at 31 December 2007, CHF 93 million at 31 December 2006, CHF 728 million at 31 December 2005, CHF 909 million 
at 31 December 2004.  2 Includes chemicals, food and beverages.  3 Includes transportation, communication, health and social work, education and other social and personal service activities.   
4 Includes mining and electricity, gas and water supply.  5 Includes food and beverages.  6 Includes hotels and restaurants.

The table above also includes loans designated at fair value.

The Group’s lending portfolio is widely diversified across in-
dustry sectors with no significant concentrations of credit 
risk. CHF 152.5 billion (37% of the total) consists of loans to 
thousands of private households, predominantly in Switzer-
land, and mostly secured by mortgages, financial collateral 
or other assets. Exposure to Banks and Financial institutions 
amounted to CHF 174.3 billion (42% of the total). This in-
cludes cash posted as collateral by UBS against negative re-
placement values on derivatives or other positions, which, 
from a risk perspective, is not considered lending but is a key 
component of the measurement of counterparty risk taken 
in connection with the underlying products. Exposure to 

banks includes money market deposits with highly rated in-
stitutions. Excluding Banks and Financial institutions, the 
largest industry sector exposure is CHF 16.3 billion (4% of 
the total) to Real estate and rentals. For further discussion of 
the loan portfolio, see the Risk and treasury management 
section on Credit risk.

The following table illustrates the diversification of the 
loan portfolio among industry sectors at 31 December 2008, 
2007, 2006, 2005 and 2004. The industry categories pre-
sented are consistent with the classification of loans for re-
porting to the Swiss Financial Market Supervisory Authority 
(FINMA) and Swiss National Bank.

Financial information
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Due from banks and loans (gross) (continued)

The following table analyzes the Group’s mortgage portfolio by geographic origin of the client and type of mortgage at 
31 December 2008, 2007, 2006, 2005 and 2004. Mortgages are included in the industry categories mentioned on the 
 previous page.

CHF million 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Mortgages

Domestic 134,700 135,341 134,468 130,880 124,496

Foreign 8,381 8,152 10,069 15,619 12,185

Total gross mortgages 143,081 143,493 144,537 146,499 136,681

Mortgages

Residential 121,811 122,435 124,548 127,990 117,731

Commercial 21,270 21,058 19,989 18,509 18,950

Total gross mortgages 143,081 143,493 144,537 146,499 136,681

Due from banks and loan maturities (gross)

CHF million Within 1 year 1 to 5 years Over 5 years Total

Domestic

Banks 1,733 1 1,734

Mortgages 52,324 60,308 22,068 134,700

Other loans 23,538 5,224 1,530 30,292

Total domestic 77,595 65,533 23,598 166,726

Foreign

Banks 60,703 1,671 365 62,739

Mortgages 5,533 2,249 599 8,381

Other loans 116,217 13,112 40,511 169,840 1

Total foreign 182,453 17,032 41,475 240,960

Total gross 260,048 82,565 65,073 407,686
1 Includes student loan auction rate securities (ARS) of CHF 8.4 billion and other debt instruments of CHF 17.1 billion reclassified from the category “held for trading” to “loans and receivables” and 
ARS acquired from clients of CHF 4.5 billion.

At 31 December 2008, the total amount of Due from banks and Loans due after one year granted at fixed and floating rates 
are as follows:

CHF million 1 to 5 years Over 5 years Total

Fixed-rate loans 79,225 33,479 112,704

Adjustable or floating-rate loans 3,340 31,594 34,934

Total 82,565 65,073 147,638
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Impaired and non-performing loans

A loan (included in Due from banks or Loans) is classified as non-performing: 1) when the payment of interest, principal or 
fees is overdue by more than 90 days and there is no firm evidence that they will be made good by later payments or the 
liquidation of collateral; 2) when insolvency proceedings have commenced; or 3) when obligations have been restructured 
on concessionary terms.

CHF million 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Gross interest income that would have been recorded on non-performing loans:

Domestic 16 39 50 81 107

Foreign 3 4 10 8 17

Interest income included in Net profit for non-performing loans:

Domestic 32 40 56 72 106

Foreign 4 2 8 9 8

The table below provides an analysis of the Group’s non-performing loans. For further information see the Risk and treasury 
management section on Credit risk.

CHF million 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Non-performing loans:

Domestic 1,431 1,349 1,744 2,106 2,772

Foreign 3,272 132 174 257 783

Total non-performing loans 4,703 1,481 1,918 2,363 3,555

UBS does not, as a matter of policy, typically restructure 
loans to accrue interest at rates different from the original 
contractual terms or reduce the principal amount of loans. 
For more information refer to the “Credit risk” section of 
this report. Instead, specific loan allowances are established 
as necessary. Unrecognized interest related to restructured 
loans was not material to the results of operations in 2008, 
2007, 2006, 2005 or 2004.

In addition to the non-performing loans shown above, 
the Group has CHF 4,442 million, CHF 911 million, CHF 710 
million, CHF 1,071 million and CHF 1,144 million in “other 
impaired loans” for the years ended 31 December 2008, 
2007, 2006, 2005 and 2004, respectively.

Other impaired loans are loans where the Group’s credit 
officers have expressed doubts as to the ability of the bor-
rowers to repay the loans. For the years ended 31 December 
2008, 2007, 2006, 2005 and 2004, they are loans not con-
sidered “non-performing” in accordance with Swiss regula-
tory guidelines. As of 31 December 2008, 31 December 
2007, 31 December 2006, 31 December 2005 and 31 De-
cember 2004, specific allowances of CHF 941 million, CHF 
124 million, CHF 106 million, CHF 200 million, CHF 241 mil-
lion, respectively, had been established against these loans.

Financial information
Additional disclosure required under SEC regulations
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Cross-border outstandings

31.12.08

CHF million Banks Private Sector Public Sector Total % of total assets

United States 13,869 71,584 14,234 99,687 4.9

Japan 2,093 13,159 38,922 54,174 2.7

Germany 19,098 10,418 6,010 35,526 1.8

France 11,469 7,048 6,807 25,324 1.3

United Kingdom 9,599 8,608 2,625 20,832 1.0

Luxembourg 2,883 17,586 0 20,469 1.0

31.12.07

CHF million Banks Private Sector Public Sector Total % of total assets

United States 13,110 192,049 16,545 221,704 9.8

Japan 1,761 12,883 36,717 51,361 2.3

Germany 21,384 12,354 2,249 35,988 1.6

United Kingdom 6,624 14,647 8,552 29,823 1.3

Cayman Islands 173 27,715 74 27,963 1.2

France 10,620 7,075 4,605 22,300 1.0

31.12.06

CHF million Banks Private Sector Public Sector Total % of total assets

United States 7,692 208,200 22,574 238,466 10.2

Japan 2,283 8,263 30,158 40,704 1.7

United Kingdom 11,149 16,098 559 27,806 1.2

Germany 15,240 8,080 1,574 24,894 1.1

Cross-border outstandings consist of general banking prod-
ucts such as loans and deposits with third parties, credit 
equivalents of over-the-counter (OTC) derivatives and securi-
ties financing, and the market value of the inventory of debt 
securities. Outstandings are monitored and reported on an 
ongoing basis by the credit risk control organization with a 
dedicated country risk information system. With the excep-
tion of the 33 most developed economies, these exposures 
are rigorously limited. The following analysis excludes Due 
from banks and Loans from Industrial Holdings.

Claims that are secured by third-party guarantees are 
 recorded against the guarantor’s country of domicile. Out-
standings that are secured by collateral are recorded against 

the country where the asset could be liquidated. This  follows 
the “Guidelines for the Management of Country Risk”, 
which are applicable to all banks that are supervised by the 
Swiss Financial Market Supervisory Authority  (FINMA).

The following tables list those countries for which cross-
border outstandings exceeded 0.75% of total assets at 
31 December 2008, 2007 and 2006. At 31 December 2008, 
there were no outstandings that exceeded 0.75% of total 
assets in any country currently facing liquidity problems that 
the Group expects would materially affect the country’s abil-
ity to service its obligations.

For more information on country exposure, see the Risk 
and treasury management section on Credit risk.
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Summary of movements in allowances and provisions for credit losses

The following table provides an analysis of movements in allowances and provisions for credit losses.
UBS writes off loans against allowances only on final settlement of bankruptcy proceedings, the sale of the underlying 

assets and / or in case of debt forgiveness. Under Swiss law, a creditor can continue to collect from a debtor who has 
emerged from bankruptcy, unless the debt has been forgiven through a formal agreement.

CHF million 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Balance at beginning of year 1,164 1,332 1,776 2,802 3,775

Domestic

Write-offs

Banks 0 0 0 0 0

Construction (6) (9) (14) (16) (49)

Financial institutions (37) (8) (11) (14) (24)

Hotels and restaurants (3) (7) (16) (26) (101)

Manufacturing 1 (31) (45) (40) (39) (77)

Private households (112) (68) (89) (131) (208)

Public authorities 0 (1) 0 0 0

Real estate and rentals (10) (27) (44) (56) (109)

Retail and wholesale (4) (62) (20) (25) (68)

Services 2 (7) (20) (47) (35) (83)

Other 3 0 (21) (2) (4) (9)

Total domestic write-offs (210) (268) (283) (346) (728)

Foreign

Write-offs

Banks (13) (1) (3) (164) (21)

Chemicals (1) 0 0 0 (1)

Construction 0 0 0 0 (3)

Electricity, gas and water supply 0 0 0 0 0

Financial institutions (623) (15) 0 (50) (34)

Manufacturing 4 (6) (21) (11) (8) (23)

Mining 0 0 (1) (23) (8)

Private households (5) (14) (7) (21) (8)

Public authorities (2) (2) (58) (22) (2)

Real estate and rentals 0 0 0 (3) 0

Retail and wholesale 0 0 0 (9) 0

Services 0 0 0 0 (7)

Transport, storage and communication (7) 0 0 0 0

Other 5 (1) 0 0 (5) (21)

Total foreign write-offs (658) (53) (80) (305) (128)

Total write-offs (868) (321) (363) (651) (856)

Recoveries

Domestic 43 52 51 53 54

Foreign 1 3 11 10 5

Total recoveries 44 55 62 63 59

Net write-offs (824) (266) (301) (588) (797)

Increase / (decrease) in credit loss allowance and provision 3,007 242 (108) (298) (216)

Collective loan loss provisions (11) (4) (48) (76) (25)

Other adjustments 6 (266) (140) 13 (64) 65

Balance at end of year 3,070 1,164 1,332 1,776 2,802

Net foreign exchange (43) (9) 10 50 2

Other adjustments (223) 7 (131) 3 (114) 63

Total adjustments (266) (140) 13 (64) 65

1 Includes chemicals, food and beverages.  2  Includes transportation, communication, health and social work, education and other social and personal service activities.  3 Includes mining and electric-
ity, gas and water supply.  4 Includes food and beverages.  5 Includes hotels and restaurants.  6 See the table below for details.  7 An allowance was utilized as a result of foreclosure of certain loans 
in return for underlying collateral received.
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Allocation of the allowances and provisions for credit losses

The following table provides an analysis of the allocation of the allowances and provisions for credit loss by industry sector 
and geographic location at 31 December 2008, 2007, 2006, 2005 and 2004. For a description of procedures with respect 
to allowances and provisions for credit losses, see the Risk and treasury management section on Credit risk.

CHF million 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Domestic

Banks 16 10 10 10 10

Construction 39 43 72 91 112

Financial institutions 18 52 61 75 82

Hotels and restaurants 8 10 27 49 98

Manufacturing 1 71 113 155 174 224

Private households 121 190 187 262 333

Public authorities 1 1 3 8 9

Real estate and rentals 50 57 99 168 250

Retail and wholesale 262 247 311 330 363

Services 2 78 112 113 196 222

Other 3 92 76 107 61 188

Total domestic 756 911 1,145 1,424 1,891

Foreign

Banks 4 6 18 20 35 246

Chemicals 960 1 4 5 4

Construction 8 1 2 2 1

Electricity, gas and water supply 2 3 8 16 15

Financial institutions 542 112 9 8 140

Manufacturing 5 25 20 37 57 112

Mining 4 0 0 1 14

Private households 233 15 26 30 48

Public authorities 19 20 21 72 66

Real estate and rentals 208 8 4 3 5

Retail and wholesale 80 4 4 1 95

Services 19 4 7 27 32

Transport, storage and communication 185 1 1 0 1

Other 6 0 12 6 8 (75)

Total foreign 2,291 219 149 265 704

Collective loan loss provisions 7 23 34 38 86 207

Total allowances and provisions for credit losses 8 3,070 1,164 1,332 1,775 2,802

1 Includes chemicals, food and beverages.  2 Includes transportation, communication, health and social work, education and other social and personal service activities.  3 Includes mining, electricity, 
gas and water supply.  4 Counterparty allowances and provisions only. Country provisions with banking counterparties amounting to CHF 0 million, CHF 0 million, CHF 0 million, CHF 37 million, and 
CHF 17 million are disclosed under Collective loan loss provisions for 2008, 2007, 2006, 2005 and 2004, respectively.  5 Includes food and beverages.  6 Includes hotels and restaurants.  7 The 2008, 
2007, 2006, 2005 and 2004 amounts include CHF 0, CHF 0 million, CHF 0 million, CHF 48 million and CHF 161 million, respectively, of country provisions.  8 The 2008, 2007, 2006, 2005 and 2004 
amounts include CHF 31 million, CHF 63 million, CHF 76 million, CHF 109 million, CHF 214 million, respectively, of provisions for unused commitments and contingent liabilities.
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Due from banks and loans by industry sector (gross)

The following table presents the percentage of loans in each industry sector and geographic location to total loans. This 
table can be read in conjunction with the preceding table showing the breakdown of the allowances and provisions for 
credit losses by industry sectors to evaluate the credit risks in each of the categories.

in % 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Domestic

Banks 1 0.4 0.3 0.2 0.4 0.5

Construction 0.3 0.3 0.4 0.6 0.7

Financial institutions 2.0 1.4 1.6 1.3 1.5

Hotels and restaurants 0.4 0.5 0.6 0.6 0.8

Manufacturing 2 1.0 1.0 1.0 1.3 2.0

Private households 28.9 30.2 33.5 35.3 37.6

Public authorities 1.0 1.2 1.4 1.7 2.0

Real estate and rentals 2.9 2.9 3.2 3.7 4.1

Retail and wholesale 1.2 1.3 1.3 1.5 1.7

Services 3 1.5 1.5 1.9 2.6 3.3

Other 4 0.8 0.8 1.3 1.1 0.2

Total domestic 40.4 41.4 46.4 50.1 54.4

Foreign

Banks 1 15.4 15.0 14.2 10.2 12.3

Chemicals 0.7 0.2 0.4 0.9 0.1

Construction 0.1 0.2 0.1 0.1 0.0

Electricity, gas and water supply 0.7 0.5 0.3 0.5 0.3

Financial institutions 24.4 24.0 19.2 19.7 16.1

Manufacturing 5 1.2 1.2 0.9 1.2 1.0

Mining 1.1 1.1 0.9 1.1 0.6

Private households 8.1 10.7 10.0 12.1 10.8

Public authorities 2.7 1.0 0.6 0.5 0.4

Real estate and rentals 1.0 1.3 1.2 0.9 0.3

Retail and wholesale 0.6 0.6 0.5 0.4 0.4

Services 2.4 2.3 4.7 1.8 2.9

Transport, storage and communication 0.9 0.4 0.4 0.4 0.3

Other 6 0.3 0.1 0.2 0.1 0.1

Total foreign 59.6 58.6 53.6 49.9 45.6

Total gross 100.0 100.0 100.0 100.0 100.0

1 Includes Due from banks and Loans from Industrial Holdings in the amount of CHF 0 for 2008, CHF 27 million for 2007, CHF 93 million for 2006, CHF 728 million for 2005 and CHF 909 million for 
2004.  2 Includes chemicals, food and beverages.  3 Includes transportation, communication, health and social work, education and other social and personal service activities.  4 Includes mining and 
electricity, gas and water supply.  5 Includes food and beverages.  6 Includes hotels and restaurants.
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Loss history statistics

The following is a summary of the Group’s loan loss history (relating to Due from banks and Loans). The table below does 
not include loans designated at fair value.

CHF million, except where indicated 31.12.08 31.12.07 31.12.06 31.12.05 31.12.04

Gross loans 1 407,685 397,802 349,524 315,210 279,769

Impaired loans 9,145 2,392 2,628 3,434 4,699

Non-performing loans 4,703 1,481 1,918 2,363 3,555

Allowances and provisions for credit losses 2 3,070 1,164 1,332 1,776 2,802

Net write-offs 824 266 301 588 797

Credit loss (expense) / recovery (2,996) (238) 156 375 241

Ratios

Impaired loans as a percentage of gross loans 2.2 0.6 0.8 1.1 1.7

Non-performing loans as a percentage of gross loans 1.2 0.4 0.5 0.7 1.3

Allowances and provisions for credit losses as a percentage of:

Gross loans 0.8 0.3 0.4 0.6 1.0

Impaired loans 33.6 48.7 50.7 51.7 59.6

Non-performing loans 65.3 78.6 69.4 75.2 78.8

Allocated allowances as a percentage of impaired loans 3 31.8 41.7 46.3 46.4 51.6

Allocated allowances as a percentage of non-performing loans 4 41.8 58.9 58.0 59.0 61.4

Net write-offs as a percentage of:

Gross loans 0.2 0.1 0.1 0.2 0.3

Average loans outstanding during the period 0.2 0.0 0.1 0.1 0.2

Allowances and provisions for credit losses 26.8 22.9 22.6 33.1 28.4

Allowance and provisions for credit losses as a multiple of net 
write-offs 3.73 4.38 4.43 3.02 3.52

1 Includes Due from banks and Loans from Industrial Holdings in the amount of CHF 0 for 2008, CHF 27 million for 2007, CHF 93 million for 2006, CHF 728 million for 2005 and CHF 909 million for 
2004.  2 Includes Collective loan loss provisions.  3 Allowances relating to impaired loans only.  4 Allowances relating to non-performing loans only.





Cautionary Statement Regarding Forward-Looking Statements | This report contains statements that constitute “forward-looking statements”, including but not 
limited to statements relating to the anticipated effect of transactions described herein, risks arising from the current market crisis and other risks specific to UBS’s business, 
strategic initiatives, future business development and economic performance. While these forward-looking statements represent UBS’s judgments and expectations concerning 
the development of its business, a number of risks, uncertainties and other important factors could cause actual developments and results to differ materially from UBS’s 
 expectations. These factors include, but are not limited to: (1) the extent and nature of future developments in the market segments that have been or may be affected by  
the current market crisis and their effect on UBS’s assets and exposures, including UBS’s remaining net and gross exposures related to the United States mortgage market;  
(2) developments affecting the availability of capital and funding to UBS and other financial institutions, including any changes in UBS’s credit spreads and ratings; (3) other 
market and macroeconomic developments, including movements in local and international securities markets, credit spreads, currency exchange rates and interest rates;  
(4) changes in internal risk control and limitations in the effectiveness of UBS’s internal processes for risk management, risk control, measurement and modeling, and of finan-
cial models generally; (5) the possible consequences of efforts to enforce the US Internal Revenue Service’s “John Doe” summons and of pending or future inquiries concerning 
UBS’s cross-border banking businesses by tax or regulatory  authorities in other jurisdictions; (6) the degree to which UBS is successful in implementing its remediation plans 
and strategic and organizational changes, including the recently announced cost and headcount reductions, and whether those plans and changes will have the effects an-
ticipated; (7) changes in the financial position or creditworthiness of UBS’s customers, obligors and counterparties, and developments in the markets in which they operate, 
including possible failures resulting from the current market crisis and adverse economic environment; (8) management changes and changes to the internal or overall structure 
of UBS’s business divisions; (9) the occurrence of operational failures, such as fraud, unauthorized trading and systems failures; (10) legislative, governmental and regulatory 
developments, including the effect of more stringent capital requirements and of regulatory constraints on UBS’s activities; (11) changes in accounting standards or policies, 
and accounting determinations affecting the recognition of gain or loss, the valuation of goodwill and other assets or other matters; (12) changes in and the effect of com-
petitive pressures, including the possible loss of key employees as a result of compensation issues or for other reasons; (13) technological developments; and (14) the impact 
of all such future developments on positions held by UBS, on its short-term and longer-term earnings, on the cost and availability of funding and on UBS’s capital ratios. In 
addition, these results could depend on other factors that we have previously indicated could adversely affect our business and financial performance which are contained in 
our past and future filings and reports, including those filed with the SEC. More detailed information about those factors is set forth in documents furnished by UBS and filings 
made by UBS with the SEC, including UBS’s Annual Report on Form 20-F for the year ended 31 December 2008. UBS is not under any obligation to (and expressly disclaims 
any obligation to) update or alter its forward-looking statements, whether as a result of new information, future events, or otherwise.

Rounding | Numbers presented throughout this report may not add up precisely to the totals provided in the tables. Percentages and percent changes are calculated based on 
rounded figures displayed in the tables and text and may not precisely reflect the percentages and percent changes that would be derived based on figures that are not rounded.

Imprint | Publisher: UBS AG, P.O. Box, CH-8098 Zurich, Switzerland; CH-4002 Basel, P.O. Box, Switzerland; www.ubs.com | Language: English / German | SAP-No. 80531E-0901

© UBS 2009. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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APPENDIX 2: Quarterly Report as of 31 March 2009 

 
Note: The UBS AG Quarterly Report as of 31 March 2009 is incorporated in its original version and with its original 
pagination. 
 
 



quarter report
1Q09

1 | UBS Group
2 | UBS business divisions and Corporate Center
3 | Risk and treasury management
4 | Financial information



UBS key figures

As of or for the quarter ended % change from

CHF million, except where indicated 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Group results

Operating income 4,970 (4,696) (4,034)

Operating expenses 6,528 6,562 7,847 (1) (17)

Operating profit before tax (from continuing and  
discontinued operations) (1,547) (11,239) (11,761) 86 87

Net profit attributable to UBS shareholders (1,975) (9,563) (11,617) 79 83

Diluted earnings per share (CHF) 1 (0.57) (3.02) (5.27) 81 89

Balance sheet and capital management

Total assets 1,861,326 2,014,815 (8)

Equity attributable to UBS shareholders 31,283 32,531 (4)

BIS total ratio (%) 2 14.7 15.0

Risk-weighted assets 2 277,665 302,273 (8)

Key performance indicators 3

Performance

Return on equity (RoE) (%) (24.8) (58.7) (169.2)

Return on risk-weighted assets, gross (%) 8.4 1.2 (4.4)

Return on assets, gross (%) 1.3 0.2 (0.7)

Growth

Net profit growth (%) 4 N/A N/A N/A

Net new money (CHF billion) 5 (14.9) (85.8) (12.8)

Efficiency

Cost / income ratio (%) 6 106.9 N/A N/A

Capital strength

BIS tier 1 ratio (%) 2 10.5 11.0

FINMA leverage ratio (%) 2 2.56 2.46

Additional information

Invested assets (CHF billion) 2,182 2,174 2,759 0 (21)

Personnel (full-time equivalents) 76,206 77,783 83,839 (2) (9)

Market capitalization 7 31,379 43,519 59,843 (28) (48)

Long-term ratings

Fitch, London A+ A+ AA

Moody’s, New York Aa2 Aa2 Aaa

Standard & Poor’s, New York A+ A+ AA

1 Refer to “Note 8 Earnings per share (EPS) and shares outstanding” in the financial statements of this report.    2 Refer to the “Capital management ” section of this report.    3 Refer to the “ Key per-
formance indicators ” section of this report.    4 Not meaningful if either the current period or the comparison period is a loss period.    5 Excludes interest and dividend income.    6 Not meaningful if 
operating income is negative.    7 Refer to the “UBS registered shares” section of this report. 
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UBS is a global firm providing financial services to private, 
corporate and institutional clients. Its strategy is to focus on 
international wealth management and the Swiss banking busi-
ness alongside its global expertise in investment banking and 
asset management. Under Swiss company law, UBS is organized 
as a limited company, a corporation that has issued shares of 
common stock to investors. UBS AG is the parent company of the 
UBS Group (Group). The operational structure of the Group 
comprises the Corporate Center and four business divisions: 
Wealth Management & Swiss Bank, Wealth Management Ameri-
cas, Global Asset Management and the Investment Bank.

Wealth Management & Swiss Bank
Wealth Management & Swiss Bank caters to high net worth and affluent 
individuals around the world (except those served by Wealth Management 
Americas) whether they are investing internationally or in their home 
country. UBS offers these clients a complete range of tailored advice and 
investment services. Its Swiss Bank business provides a complete set of 
banking services for Swiss individual and corporate clients.

Wealth Management Americas
Wealth Management Americas offers sophisticated products and services 
specifically designed to address the needs of high net worth and affluent 
individuals. It includes the former Wealth Management US business unit, 
as well as the domestic Canadian business and the international business 
booked in the United States.

Global Asset Management
Global Asset Management is one of the world’s leading asset managers, 
providing investment solutions to private clients, financial intermediaries 
and institutional investors worldwide. The business division offers diverse 
investment capabilities and investment styles across all major traditional 
and alternative asset classes. Specialist equity, fixed income, currency, 
hedge fund, real estate, infrastructure and private equity investment 
capabilities can also be combined in multi-asset strategies.

Investment Bank
In the investment banking and securities businesses, UBS provides 
securities products and research in equities, fixed income, rates, foreign 
exchange and metals. It also provides advisory services as well as access 
to the world’s capital markets for corporate, institutional, intermediary 
and alternative asset management clients.

Corporate Center
The Corporate Center ensures that all business divisions operate as a 
coherent and effective whole with a common set of values and principles 
in such areas as risk management and control, finance, legal and 
compliance, marketing and communications, funding, capital and 
balance sheet management, management of foreign currency earnings, 
information technology infrastructure and service centers.
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First quarter 2009 report 
5 May 2009

Our first quarter results were again negative despite contin-
ued and considerable efforts to reduce our balance sheet 
and risks, rebuild our capital base and cut costs. We record-
ed a net loss for first quarter 2009 of CHF 2.0 billion. As re-
ported at the time of our annual general meeting in April, 
this loss stemmed mainly from trading losses made by the 
Investment Bank as it continued to reduce risk in businesses 
it has now exited or is in the process of exiting. This result 
also includes a goodwill impairment charge related to the 
sale of UBS Pactual announced in April.

Net new money outflows were CHF 23.4 billion in Wealth 
Management & Swiss Bank, including the effect of delever-
aging by clients. In Wealth Management Americas we suc-
cessfully attracted a large number of high producing finan-
cial advisors, which contributed to net inflows of CHF 16.2 
billion. Global Asset Management outflows slowed to CHF 
7.7 billion and the net new money outlook became more 
promising as improved performance of key capabilities, no-
tably in equities, should aid retention and stimulate inflows. 
In the Investment Bank, the business (excluding risk positions 
from businesses now exited or in the process of being exited) 
generated a significant increase in revenue compared with 
the fourth quarter in most of our client-facing activities, no-
tably in equities and the rates and emerging markets busi-
nesses within FICC.

Our most important task is to rebuild the trust placed 
in us by you as shareholders, the trust of our clients 
and the trust of political institutions. The support we 
have been given by all our stakeholders has obliged us to do 
no less, and we take this obligation seriously. An indispens-
able condition for achieving this is having enough leeway in 
terms of our financial capital, and that can happen only if we 
are profitable. In order to achieve this, we are stream lining 
our business. During the first quarter, we reduced the size of 
our balance sheet by CHF 153 billion and risk- weighted as-

sets by CHF 25 billion, which resulted in a BIS tier 1 ratio 
of 10.5% and a FINMA leverage ratio of 2.56% at the end 
of March 2009.

We are continuing to reduce costs because our cost 
base remains too high for current conditions. Our goal 
is to reduce Group expenses by approximately CHF 3.5 to 
4 billion by the end of 2010 compared with 2008 levels. 
We expect that the effect of these measures will start to 
become visible during the second half of 2009. Our cost-
cutting measures are targeted at those areas where they 
will have the greatest impact. Unfortunately, our cost-sav-
ing program requires a major reduction in staff numbers. 
We will employ about 10,000 fewer people in 2010 com-
pared with year-end 2008. While approximately 2,500 of 
these job losses will be in Switzerland, these cuts do not 
indicate a decrease in our commitment to the Swiss econo-
my – we remain committed to optimizing UBS’s role in the 
Swiss financial market.

We are reviewing all our areas of business to deter-
mine their long-term viability as part of UBS. Our deci-
sion to streamline certain business areas reflects near-term 
pressure on revenues as well as expected permanent chang-
es to industry profitability. For the Investment Bank, there are 
fewer business opportunities and increased capital costs, 
and in Wealth Management & Swiss Bank lower invested as-
sets are coupled with negative trends for margins as clients 
opt for simpler, lower-risk and lower-margin products. 

As announced on 20 April, we are disposing of our Brazil-
ian financial services business, UBS Pactual. The transaction 
is expected to be completed by mid-2009. Upon closing, it 
will reduce risk-weighted assets, increase BIS tier 1 capital 
and boost our BIS tier 1 ratio by approximately 50 basis 
points, resulting in a pro forma BIS tier 1 ratio of 11.0% as 
at 31 March 2009. 

Dear shareholders,
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Outlook – There has been an improvement in market senti-
ment during the first quarter, with a strong rebound in global 
stock market indices since early March, but the credit markets 
improved only partly and trading in complex financial prod-
ucts remains illiquid. The markets continue to be unsettled, 
and we remain cautious on the immediate outlook for UBS. 

The strong influence that government policy has on the mar-
ket environment was clearly demonstrated in the first quarter 
as investors became less risk averse. However, the real econo-
my has continued to deteriorate, and this is expected to have 
negative implications for credit-related provisioning in coming 
quarters. 

Yours sincerely, 

Kaspar Villiger Oswald J. Grübel
Chairman of the BoD Group Chief Executive Officer
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Corporate calendar and information sources

First quarter 2009 report 
5 May 2009

Reporting publications

Annual publications: Annual report (SAP no. 80531; German 
and English). Includes a letter to shareholders and a descrip-
tion of: UBS’s strategy, performance and responsibility; the 
strategy and performance of the business divisions and the 
Corporate Center; risk, treasury and capital management at 
UBS; corporate governance and executive compensation; and 
 financial information, including the financial statements. 
 Review (SAP no. 80530; English, German, French and Italian). 
The booklet contains key information on UBS’s strategy and 
 financials. Compensation report (SAP no. 82307; English and 
German). Compensation of senior management and the 
Board of  Directors.

Quarterly publications: Letter to shareholders (English, Ger-
man, French and Italian). The letter provides a quarterly 
 update from UBS’s executive management on the firm’s 
strat egy and performance. Financial report (SAP no. 80834; 
English). This report provides a detailed description of UBS’s 
strategy and performance for the respective quarter.

How to order reports: The annual and quarterly publications 
are available in PDF  format on the internet at www.ubs.com/
investors/topics in the reporting section. Printed copies can be 
ordered from the services section of the website. Alternatively, 
they can be ordered by quoting the SAP number and the lan-
guage preference, where applicable, from UBS AG, Informa-
tion Center, P.O. Box, CH-8098 Zurich, Switzerland.

Other information

The Investor Relations website: www.ubs.com/investors. This 
provides the following information on UBS: financial informa-
tion (including SEC documents); corporate information; UBS 
share price charts and data; the UBS event calendar and divi-
dend information; and the latest presentations by management 
for investors and financial analysts. Available in English and Ger-
man, with some sections also available in French and Italian.

Results presentations: UBS’s quarterly results presen tations 
are webcast live. A playback of the most recent presentation 
is downloadable at www.ubs.com/presentations.

Messaging service / UBS news alert: On the www.ubs.com/
newsalert website, it is possible to subscribe to receive news 
alerts about UBS via SMS or  e-mail. Messages are sent in 
English, German, French or Italian and it is possible to state 
preferences for the theme of the alerts received.

Corporate calendar
Publication of second quarter 2009 results Tuesday, 4 August 2009

Publication of third quarter 2009 results Tuesday, 3 November 2009

Publication of fourth quarter 2009 results Tuesday, 2 February 2010

Contacts

Switchboards

Zurich  +41 44 234 1111 London  +44 20 7568 0000

New York  +1 212 821 3000 Hong Kong  +852 2971 8888

Investor Relations

UBS AG, Investor Relations 
P.O. Box, CH-8098 Zurich, Switzerland
sh-investorrelations@ubs.com
www.ubs.com/investors

Zurich  +41 44 234 4100

New York  +1 212 882 5734

Fax (Zurich)  +41 44 234 3415

Media Relations

Zurich  +41 44 234 8500 mediarelations@ubs.com

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

New York  +1 212 821 3000 mediarelations-ny@ubs.com

Hong Kong  +852 2971 8888 sh-mediarelations-ap@ubs.com

Shareholder Services

UBS AG, Shareholder Services 
P.O. Box, CH-8098 Zurich, Switzerland
sh-shareholder-services@ubs.com

Hotline  +41 44 235 6202

Fax (Zurich) +41 44 235 3154

US Transfer Agent

BNY Mellon Shareowner Services 
480 Washington Boulevard
Jersey City, NJ 07310, USA
sh-relations@melloninvestor.com
www.melloninvestor.com

Calls from the US: +866 541 9689

Calls outside the US: +1 201 680 6578

Fax +1 201 680 4675



UBS Group
Management report
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Market climate 
5 May 2009

Market climate

Economic fundamentals continued to deteriorate in the first 
quarter as corporations cut back in investments, consumer 
spending fell or remained subdued and unemployment con-
tinued to rise. Most developed economies continued to 
shrink and the International Monetary Fund (IMF) recently 
labeled the current recession the worst since the Second 
World War. Deleveraging in the financial, corporate and 
household sectors is generally expected to continue through-
out the year and well into 2010.

Global policy response has been very significant in the 
first quarter as governments and central banks took further 
measures to stabilize markets and stimulate the economy. In 
the US, following the launch of a stimulus fiscal package, the 
introduction of a mortgage relief program and other initia-
tives aimed at restoring investors’ confidence in the mort-
gage-related market, the US Treasury released details of a 
public-private partnership program to purchase illiquid mort-
gage pools and mortgage-backed securities.

As a consequence of the uncertainty surrounding the ef-
fectiveness of the measures announced early in the year, eq-
uity markets remained under pressure and the negative mo-
mentum continued until early March. However, in the last 
few weeks of the quarter, markets rallied. During the quarter, 

the MSCI world index lost 12.5%, the S&P 500 index gave up 
11.7% and the Dow Jones STOXX 600 index was down 
15.0%. Some countries witnessed very significant declines, 
while select emerging markets performed well. China, Russia 
and Brazil ended the quarter in positive territory. Financial 
stocks performed worst over the quarter, while the informa-
tion technology sector fared best. Vola tility in equity markets 
remained historically high throughout the quarter.

Credit spreads of high-quality corporate bonds remained at 
historically elevated levels but contracted significantly over the 
quarter. Sovereign CDS spreads also tightened substantially 
over the quarter as the IMF’s financial support was deployed 
and fears of bankruptcy in certain emerging markets eased.

Interest rates remained at historically low levels through-
out the quarter. The world’s major currencies depreciated 
against the US dollar in first quarter 2009. The Swiss franc 
stopped appreciating against major currencies as the Swiss 
National Bank announced it would be ready to take the 
measures needed to prevent a further strengthening of the 
currency. Commodity prices were generally down in first 
quarter 2009, but oil rebounded in March. Gold was up de-
spite a drop in the second half of the quarter reflecting low-
er risk aversion among investors.
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Recent developments
5 May 2009
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UBS provided an update on its strategic positioning at its 
15 April 2009 annual general meeting (AGM). Changes to 
market conditions, lower levels of activity and the decrease in 
asset prices have resulted in a deterioration of revenue pros-
pects for banks. UBS is in the process of adapting its strategic 
positioning and size according to this new environment. 

Management  believes that an integrated business model 
remains fundamentally attractive to UBS. The firm will focus 
on international wealth management and the Swiss banking 
business, alongside its global expertise in investment bank-
ing and asset management.

Numerous steps are being taken as part of this strategic 
refocusing. UBS will continue to reduce risks and exit busi-
nesses it considers to be high-risk and unpromising. The 
bank is currently evaluating its businesses to determine 
which it will remain active in and grow, and which it will exit. 
As a consequence, UBS will withdraw from certain loca-
tions.

The Investment Bank will build on its strong positions in 
the equities and foreign exchange businesses, as well as in 
the corporate finance and mergers and acquisitions busi-
nesses. As previously announced, the fixed income, curren-
cies and commodities business area of the Investment Bank 
was significantly restructured at the beginning of 2009 and 
select businesses were exited or are in the process of being 
exited (refer to the 2008 annual report for more information 
on organizational changes since 1 January 2008). 

The firm aims to achieve cost savings by the end of 2010 
of approximately CHF 3.5 to 4 billion (compared with 2008 
levels). UBS  expects to realize substantial cost savings in all 
areas and to reduce the number of its employees to about 
67,500 in 2010.

Changes to the Board of Directors and creation of 
conditional and authorized capital

At the 15 April 2009 AGM, UBS’s shareholders elected 
 Kaspar Villiger, Michel Demaré, Ann F. Godbehere and Axel 
P. Lehmann to the Board of Directors (BoD). Effective imme-
diately, Kaspar Villiger became the Chairman of the BoD. 
Peter R. Voser, David Sidwell, Sally Bott, Rainer-Marc Frey, 
Bruno Gehrig and William G. Parrett were re-elected to the 
BoD.

In addition, shareholders approved the creation of condi-
tional capital related to UBS’s transaction with the Swiss 
 National Bank (SNB). As a result, UBS’s share capital may be 
 increased by a maximum of CHF 10 million and the number 
of issued shares by a maximum of 100 million. Shareholders 

also approved the creation of authorized capital. This per-
mits the BoD to increase the outstanding share capital by a 
maximum of 10% of the issued share capital no later than 
15 April 2011.

Changes to the Group Executive Board and  
senior management of the Investment Bank

On 1 April 2009, UBS announced the appointment of Ulrich 
Körner as Group Chief Operating Officer and a member of 
the Group Executive Board (GEB) and the Executive Commi-
tee with immediate effect. He will lead the Corporate Center 
in this function.

On 27 April 2009, UBS announced the appointment of 
Alex Wilmot-Sitwell and Carsten Kengeter as co-Chief Execu-
tive Officers (CEO) of the Investment Bank effective immedi-
ately. Alex Wilmot-Sitwell was already a member of the GEB, 
and Carsten Kengeter is now also a member. Jerker Johans-
son has resigned from his role as CEO of the Investment Bank 
and as a member of the GEB with immediate effect.

Reorganization of UBS’s wealth management businesses

On 10 February 2009, UBS announced a reorganization of 
its global wealth management and Swiss banking business-
es. The former Global Wealth Management & Business Bank-
ing business division was divided into two new business divi-
sions: Wealth Management & Swiss Bank – which comprises 
all wealth management business not booked by Wealth 
Management Americas plus the Swiss  private and corporate 
client business – and Wealth Management Americas – which 
includes the former Wealth Management US business unit, 
the domestic Canadian business, and the international busi-
ness booked in the US. UBS provides separate segment re-
porting for these two new business divisions.

For reporting purposes, income data and select key perfor-
mance indicators are also shown for the Swiss and interna-
tional business areas of Wealth Management & Swiss Bank. 
“Swiss clients” covers services provided to Swiss retail, wealth 
management and small business clients, as well as corporate 
and institutional clients. “International clients” encompasses 
the international wealth management business conducted 
out of Switzerland and all wealth management businesses of 
UBS’s other booking centers in Asia and Europe.

Sale of UBS Pactual

Transaction description
As announced on 20 April 2009, UBS has agreed to sell its 
Brazilian financial services business, UBS Pactual, to BTG 

Recent developments
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Recent developments
5 May 2009

 Investments, LP. The sale consideration consists of a combina-
tion of cash and assumption of liabilities by BTG Investments. 
The total cash consideration is USD 667 million, of which 
USD 467 million will be payable at the closing of the transac-
tion and the remaining USD 200 million, plus accrued inter-
est, 12 months after the closing. Liabilities assumed by BTG 
Investments primarily relate to the residual payment obliga-
tion of USD 1.6 billion owed to former Pactual partners, 
which was incurred by UBS upon acquisition of Pactual in 
2006 and is due in 2011. UBS has benefited from significant 
profits and received total dividends of approximately USD 
335 million from its Brazilian operations since its acquisition 
of Pactual. This sale is consistent with UBS’s policy to contin-
ue to reduce its risk profile, strengthen its balance sheet and 
sharpen its business focus. The trans action is expected to 
close in mid-2009, subject to regulatory approval. UBS Pac-
tual had 737 personnel in Brazil on 31 March 2009.

Implications for UBS’s income statement and balance sheet
The transaction resulted in a net charge of CHF 388 million 
on UBS’s income statement for first quarter 2009, with a 
goodwill impairment charge of CHF 631 million partly  offset 
by a deferred tax benefit of CHF 243 million. At 31 March 
2009, and after this impairment charge, the goodwill allo-
cated to UBS Pactual amounted to CHF 769 million. The 
goodwill impairment charge was allocated to the business 
division results for the first quarter as follows: Investment 
Bank CHF 421 million, Global Asset Management CHF 191 
million and Wealth Management Americas CHF 19 million. 
There was no impact on the first quarter results for Wealth 
Management & Swiss Bank and the Corporate Center.

Upon closing of the transaction, UBS expects to realize a 
loss predominantly attributable to currency translation ef-
fects in the range of CHF 500 million that accumulated dur-
ing the holding period of UBS Pactual.

Upon closing, UBS expects its BIS tier 1 capital to increase 
by approximately CHF 1 billion, risk-weighted assets to 
 decrease by CHF 3 billion and total assets to decrease by CHF 
6 billion. UBS’s BIS tier 1 ratio after closing would be in-
creased by approximately 50 basis points.

Restatements made to the financial statements 2008 

UBS has restated its 2008 financial statements to correct 
identified accounting errors related to the 2008 financial 
statements. These errors are not material to the annual or 
quarterly 2008 financial statements, but related corrections 

would have been material to first quarter 2009 financial 
statements. The restatement comprises three items in excess 
of CHF 100 million as follows: increase in fair value of auc-
tion rate securities purchase commitments at 31 December 
2008 (charge to net trading income of Wealth Management 
Americas by CHF 112 million), calculation of interest income 
based on the effective interest rate method for assets reclas-
sified from “held-for-trading” to “loans and receivables” in 
fourth quarter 2008 (reduction of the interest income of the 
Investment Bank by CHF 180 million), realization of a foreign 
currency translation loss deferred in shareholders’ equity due 
to the partial disposals of an investment in a consolidated 
investment fund (reduction of other income of Corporate 
Center by CHF 192 million). In addition, a number of mis-
statements, individually below CHF 65 million, were adjust-
ed resulting in an increase of net profit attributable to UBS 
shareholders by CHF 79 million.

The total net impact of all restated items on the 2008 
results was a reduction of net profit and net profit attribut-
able to UBS shareholders of CHF 405 million, and a reduc-
tion of equity and equity attributable to UBS shareholders 
of CHF 269 million. The BIS tier 1 capital decreased by CHF 
217 million, the BIS total ratio decreased by 0.1% and the 
BIS tier 1 ratio was not affected by the restatement. 2008 
quarterly net profits attributable to UBS shareholders were 
reduced by the following amounts: CHF 82 million in the 
first quarter, CHF 37 million in the second quarter, CHF 13 
million in the third quarter and CHF 273 million in the 
fourth quarter.

UBS intends to re-file its US Form 20-F for the year 2008 
in order to reflect these restatements. UBS’s restated results 
also reflect the reorganization of UBS’s wealth management 
businesses mentioned above and the transfer of a small 
number of employees from Corporate Center to Wealth 
Management & Swiss Bank. Timeseries are published on 
UBS’s website under www.ubs.com/1/e/investors/quarterly_
reporting/timeseries.

Update on the transaction with the Swiss National Bank

Transfer of positions
The remaining positions earmarked for sale in the agreement 
reached with the SNB in October last year have been trans-
ferred. The total market value (net exposure) transferred to 
the SNB StabFund’s portfolio amounts to USD 38.7 billion 
(net of pricing adjustments), as shown in the table on the 
next page.
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Positions affected by the transfer to the SNB StabFund

Valuation as of 30 September 2008

USD billion
Positions priced prior to the publication  

of UBS’s annual report for 2008
Positions priced after the publication  

of UBS’s annual report for 2008 Total

US sub-prime 4.0 1.6 5.5

US Alt-A 1.5 0.8 2.4

US prime 1.2 0.7 1.9

US reference-linked note program 5.8 0.0 5.8

Commercial real estate 3.4 2.6 6.0

Student loan-backed securities 0.5 0.0 0.5

Other illiquid positions 8.5 9.0 17.5

Price difference (0.7) 1 (0.3) (1.0)

Total 24.2 14.4 38.7
1 As part of the restatements made to the financial statements 2008, all of the price difference determined prior to the publication of UBS’s annual report 2008 was recognized in 2008.

USD 16.4 billion of positions were transferred to the fund 
in December 2008, followed by the transfer of the remain-
ing USD 22.2 billion of positions, of which USD 6.6 billion 
was transferred in March and USD 15.7 billion in early April 
2009. Positions transferred in early April 2009 were reflected 
in the balance sheet as of 31 March 2009.

Implications for UBS’s income statement
The purchase price was determined by the SNB based on val-
uations conducted by independent experts and reflects the 
value of these positions as at 30 September 2008. The pur-
chase price for the overall portfolio was, in the aggregate, 

USD 1 billion lower than the market value UBS assigned to 
these positions on 30 September 2008. Of this USD 1 billion, 
USD 0.7 billion was accounted for in UBS’s results for 2008. 
The remaining USD 0.3 billion price difference was recog-
nized in the income statement in first quarter 2009.

Overall, the impact of the SNB transaction on the income 
statement in first quarter 2009 was a charge of CHF 534 
million comprised of a CHF 232 million loss due to the price 
difference recognized in first quarter 2009, favourably im-
pacted by the foreign exchange movements on the underly-
ing non-US related positions, and a CHF 302 million net loss 
on UBS’s option to acquire the fund’s equity.
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Accounting changes

Accounting changes in first quarter 2009

IAS 1 (revised) Presentation of Financial Statements
Effective as of 1 January 2009, the revised International 
 Accounting Standard (IAS) 1 affects the presentation of 
owner changes in equity and of comprehensive income. UBS 
continues to present owner changes in equity in the “state-
ment of changes in equity”, but detailed information relat-
ing to non-owner changes in equity, such as foreign  exchange 
translation, cash flow hedges and financial investments 
available-for-sale, is now presented in the “statement of 
comprehensive income”.

When implementing these amendments, UBS also adjust-
ed the format of its “statement of changes in equity” and 
replaced the “statement of recognized income and expense” 
in the financial statements of previous years with a “state-
ment of comprehensive income”. Preferred securities issued 
by consolidated trusts are reported as “equity attributable to 
minority interests”, as they are equity instruments held by 
third parties. As these securities make up the largest part of 
UBS’s equity attributable to minority interests, UBS discloses 
movement information in a separate table.

The revised IAS 1 guidance does not change the recogni-
tion and measurement of assets and liabilities.

IFRS 7 (revised) Financial Instruments: Disclosures
This standard was revised in March 2009 when the Interna-
tional Accounting Standards Board (IASB) published the 
amendment “Improving Disclosures about Financial Instru-
ments”. Effective as of 1 January 2009, the amendment re-
quires enhanced disclosures about fair value measurements 
and liquidity risk.

The enhanced fair value measurement disclosure require-
ments include: a fair value hierarchy (i.e. categorization of all 
financial instruments into levels 1, 2 and 3 based on the rel-
evant definitions); significant transfers between level 1 and 
level 2; reconciliation of level 3 instruments at the beginning 

of the period to the ending balance (level 3 movement table); 
level 3 profit or loss for positions still held at balance sheet 
date; and sensitivity information for the total position of level 
3 instruments and the basis for the calculation of such infor-
mation. Refer to “Note 11 Fair value of financial instruments” 
in the financial statements of this report for the most relevant 
disclosures about fair value measurements.

The amended liquidity risk disclosure requirements largely 
confirm the previous rules for providing maturity informa-
tion for non-derivative financial liabilities, but amend the 
rules for providing maturity information for derivative finan-
cial liabilities. UBS presents maturity analysis information for 
financial liabilities in its annual reports.

IFRS 8 Operating Segments
Effective from 1 January 2009 onwards, this standard replaces 
IAS 14 Segment Reporting. It requires UBS’s external seg-
ment reporting to be based on its internal reporting to its 
“chief operating decision maker”, i.e. the Group Executive 
Board, which makes decisions on the allocation of resources 
and assesses the performance of the reportable segments.

In accordance with the new UBS structure announced in 
February 2009, and following the guidance of IFRS 8, UBS 
now discloses four reportable segments: Wealth Manage-
ment & Swiss Bank, Wealth Management Americas, Global 
Asset Management and the Investment Bank. Though the 
Corporate Center does not meet the requirements of an 
operating segment, it is also shown separately in internal 
and external reports. Segment information from prior peri-
ods has been restated to conform to the requirements of 
this new standard and the interim financial reporting re-
quirements.

For more details on the basis on which the segment infor-
mation is prepared and reconciled to the amounts presented 
in the income statement and balance sheet, refer to “Note 2 
Segment reporting” in the financial statements of this re-
port.
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Key performance indicators

Group / business division key performance indicators
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Net profit growth (%) Change in net profit attributable to UBS shareholders from continuing operations 
between current and comparison periods / net profit attributable to UBS 
shareholders from continuing operations of comparison period

X

Pre-tax profit growth (%) Change in business division performance before tax between current and 
comparison periods / business division performance before tax of comparison period

X X X X

Cost / income ratio (%) Operating expenses / operating income before credit loss (expense) or recovery X X X X X
Return on equity (%) Net profit attributable to UBS shareholders on a year-to-date basis (annualized as 

applicable) / average equity attributable to UBS shareholders (year-to-date basis)
X

Return on attributed equity (%) Business division performance before tax on a year-to-date basis  
(annualized as applicable) / average attributed equity (year-to-date basis)

X

Return on assets, gross (%) Operating income before credit loss (expense) or recovery on a year-to-date basis 
(annualized as applicable) / average total assets (year-to-date basis)

X X

Return on risk-weighted assets,  
gross (%)

Operating income before credit loss (expense) or recovery on a year-to-date basis 
(annualized as applicable) / average risk-weighted assets (year-to-date basis)

X

FINMA leverage ratio (%) BIS tier 1 capital / average adjusted assets as per definition by the Swiss Financial 
Market Supervisory Authority (FINMA)

X

BIS tier 1 ratio (%) BIS tier 1 capital / BIS risk-weighted assets X
Net new money (CHF billion) Inflow of invested assets from new and existing clients less outflows from existing 

clients or due to client defection
X X X X

Gross margin on invested assets 
(bps)

Operating income before credit loss (expense) or recovery (annualized as 
 applicable) / average invested assets

X 1 X X

Impaired lending portfolio as a %  
of total lending portfolio, gross

Impaired lending portfolio, gross / total lending portfolio, gross X 2

Average regulatory VaR  
(10-day, 99% confidence,  
five years of historical data)

Value at Risk (VaR) expresses maximum potential loss measured to a  
99% confidence level, over a 10-day time horizon and based on five years  
of historical data

X

1 For international clients only.  2 For Swiss clients only.

In response to the changing market environment, UBS con-
ducted a detailed review of its key performance indicator 
(KPI) framework in 2008. The review sought to better align 
the KPI framework with the firm’s current strategic priori-
ties. The review focused on identifying key drivers of total 
shareholder return (TSR), which is defined as the change in 
the share price and any dividend yield and represents the 
ultimate measure of performance for shareholders.

UBS manages its businesses based on its KPI framework, 
which is used for internal performance measurement 
to ensure management accountability and consistency. 
Both Group and business division KPIs are used to deter-
mine variable compensation of executives and staff. The 
Group and business division KPIs are shown in the table 
below.
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Net new money 1

Quarter ended

CHF billion 31.3.09 31.12.08 31.3.08

Swiss clients (10.2) (17.4) (4.4)

International clients (13.2) (43.0) 4.9

Wealth Management & Swiss Bank (23.4) (60.4) 0.5

Wealth Management Americas 16.2 2.2 3.2

Institutional (1.1) (16.7) (9.6)

Wholesale intermediary (6.6) (10.9) (6.9)

Global Asset Management (7.7) (27.6) (16.5)

UBS (14.9) (85.8) (12.8)

1 Excludes interest and dividend income.

Invested assets

As of % change from

CHF billion 31.3.09 31.12.08 31.3.08 31.12.08 31.3.08

Swiss clients 313 325 409 (4) (23)

International clients 621 631 819 (2) (24)

Wealth Management & Swiss Bank 934 955 1,228 (2) (24)

Wealth Management Americas 673 644 766 5 (12)

Institutional 337 335 445 1 (24)

Wholesale intermediary 239 240 320 0 (25)

Global Asset Management 576 575 765 0 (25)

UBS 2,182 2,174 2,759 0 (21)

Key performance indicators

As of or for the quarter ended

31.3.09 31.12.08 31.3.08

Performance

Return on equity (RoE) (%) (24.8) (58.7) (169.2)

Return on risk-weighted assets, gross (%) 8.4 1.2 (4.4)

Return on assets, gross (%) 1.3 0.2 (0.7)

Growth

Net profit growth (%) 1 N/A N/A N/A

Net new money (CHF billion) 2 (14.9) (85.8) (12.8)

Efficiency

Cost / income ratio (%) 3 106.9 N/A N/A

Capital strength

BIS tier 1 ratio (%) 10.5 11.0

FINMA leverage ratio (%) 2.56 2.46

1 Not meaningful if either the current period or the comparison period is a loss period.  2 Excludes interest and dividend income.  3 Not meaningful if income is negative.
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Group results

Income statement (unaudited)

As of or for the quarter ended % change from

CHF million, except where indicated 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Continuing operations

Interest income 7,645 11,534 20,222 (34) (62)

Interest expense (5,746) (9,879) (18,543) (42) (69)

Net interest income 1,899 1,655 1,679 15 13

Credit loss (expense) / recovery (1,135) (2,310) (311) (51) 265

Net interest income after credit loss expense 764 (655) 1,368 (44)

Net fee and commission income 4,241 4,784 6,215 (11) (32)

Net trading income (630) (9,132) (11,626) 93 95

Other income 595 306 9 94

Total operating income 4,970 (4,696) (4,034)

Personnel expenses 3,963 2,378 5,274 67 (25)

General and administrative expenses 1,635 3,723 2,243 (56) (27)

Depreciation of property and equipment 253 395 281 (36) (10)

Impairment of goodwill 631 0 0

Amortization of intangible assets 45 66 49 (32) (8)

Total operating expenses 6,528 6,562 7,847 (1) (17)

Operating profit from continuing operations before tax (1,558) (11,258) (11,881) 86 87

Tax expense 294 (1,798) (297)

Net profit from continuing operations (1,852) (9,460) (11,584) 80 84

Discontinued operations

Profit from discontinued operations before tax 11 19 120 (42) (91)

Tax expense 0 0 0

Net profit from discontinued operations 11 19 120 (42) (91)

Net profit (1,842) (9,441) (11,464) 80 84

Net profit attributable to minority interests 133 123 153 8 (13)

from continuing operations 128 123 107 4 20

from discontinued operations 5 0 46 (89)

Net profit attributable to UBS shareholders (1,975) (9,563) (11,617) 79 83

from continuing operations (1,980) (9,582) (11,691) 79 83

from discontinued operations 5 19 74 (74) (93)

Earnings per share

Basic earnings per share (CHF) (0.57) (3.02) (5.26) 81 89

from continuing operations (0.57) (3.02) (5.29) 81 89

from discontinued operations 0.00 0.01 0.03 (100) (100)

Diluted earnings per share (CHF) (0.57) (3.02) (5.27) 81 89

from continuing operations (0.57) (3.02) (5.30) 81 89

from discontinued operations 0.00 0.01 0.03 (100) (100)

Additional information

Personnel (full-time equivalents) 76,206 77,783 83,839 (2) (9)
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Results: 1Q09 vs 4Q08

Net loss attributable to UBS shareholders was CHF 1,975 
million, compared with a net loss of CHF 9,563 million. This 
change was mainly due to lower losses on risk positions from 
businesses now exited or in the process of being exited by 
the Investment Bank. Net loss from continuing operations 
was CHF 1,852 million compared with a net loss of CHF 
9,460 million.

Operating income: 1Q09 vs 4Q08

Total operating income increased to CHF 4,970 million from 
negative CHF 4,696 million.

Net interest income and net trading income
Net trading income was negative CHF 630 million compared 
with negative CHF 9,132 million. Net interest income in-
creased to CHF 1,899 million from CHF 1,655 million.

Net income from trading businesses
Net income from trading businesses was negative CHF 640 
million compared with negative CHF 5,617 million. This 
change was driven by improvements in the trading business-
es of the Investment Bank’s fixed income, currencies and 
commodities (FICC) and equities business areas.

The trading results of FICC continued to be significantly 
impacted by trading losses on risk positions from business-
es now exited or in the process of being exited, but to a 
lesser extent than in the prior quarter. Rates revenues were 
up significantly. Emerging markets was also up significantly 
from the prior quarter, mainly due to strong performance in 
Eastern Europe, Middle East and  Africa. Credit valuation 
adjustments against credit default protection from mono-
lines totaled CHF 1.9 billion. The Investment Bank contin-

ued to reduce risk in businesses it is exiting and, as a result, 
experienced losses on disposals. Lower marks and credit 
valuation adjustments also contributed to losses in the 
quarter. The losses related to ARS purchase commitments 
(CHF 0.3 billion) and the price adjustments on positions 
transferred to the SNB StabFund (CHF 0.2 billion) also af-
fected UBS’s net trading income in first quarter 2009.

A marked improvement in derivatives revenues helped 
trading revenues from the equities business area to recover 
from a weak fourth quarter 2008. Equity-linked revenues 
were positive, mainly due to improved performance in Asia 
Pacific and the US.

The Investment Bank recorded gains on own credit of 
CHF 651 million in net trading income, compared with nega-
tive CHF 1,616 million (refer to “Note 11 Fair value of finan-
cial instruments” in the financial statements of this report 
for more information on own credit).

Net income from interest margin businesses
Net income from interest margin businesses decreased 14% 
to CHF 1,321 million from CHF 1,540 million. This was pri-
marily due to lower interest income at Wealth Management 
& Swiss Bank and lower interest from banks and customers 
at Wealth Management Americas.

Net income from treasury activities and other
Net income from treasury activities and other was CHF 587 
million compared with negative CHF 3,400 million, mainly 
because first quarter 2009 results were affected to a lesser 
extent by the transaction with the Swiss National Bank (SNB)
than the fourth quarter 2008 results. This was partly offset 
by a lower impact of the fair valuation of the MCNs issued 
on 9 December 2008. Refer to UBS’s annual report 2008 for 
more information on the structure of the SNB transaction 
and the MCNs.

Net interest and trading income

Quarter ended % change from

CHF million 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Net interest income 1,899 1,655 1,679 15 13

Net trading income (630) (9,132) (11,626) 93 95

Total net interest and trading income 1,269 (7,477) (9,947)

Breakdown by businesses

Net income from trading businesses 1 (640) (5,617) (15,743) 89 96

Net income from interest margin businesses 1,321 1,540 1,581 (14) (16)

Net income from treasury activities and other 587 (3,400) 4,216 (86)

Total net interest and trading income 1,269 (7,477) (9,947)

1 Includes lending activities of the Investment Bank.
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Credit loss expense
UBS recorded a credit loss expense of CHF 1,135 million in 
first quarter 2009, compared with 2,310 million in fourth 
quarter 2008.

In the Investment Bank, credit loss expenses in first 
quarter 2009 were CHF 1,017 million, of which CHF 828 
million related to loan positions which were entered into 
with the intent to syndicate or distribute but where the 
syndication or distribution markets became illiquid. CHF 
742 million of these credit loss expenses related to four 
loan positions. In fourth quarter 2008, credit loss expense 
were CHF 1,939 million, of which CHF 1,329 million re-
lated to reclassified positions.

Wealth Management & Swiss Bank reported credit loss 
expenses of CHF 119 million in first quarter 2009, approxi-
mately one-third of which was due to forced liquidations of 
collateral held against lombard loans and the remaining two-
thirds resulted from a rise in credit losses from exposures to 
small and medium-sized companies. This compared with 
CHF 354 million in the prior quarter.

Refer to the “Risk management and control” and “Risk 
categories” sections of this report for more information on 
exposure to leveraged finance commitments and credit risk.

Net fee and commission income
Net fee and commission income was CHF 4,241 million, 
down 11% from CHF 4,784 million. First quarter 2009 saw 
a decrease in all major fee categories with the exception of 
underwriting fees, as outlined below:
– Underwriting fees increased 45% to CHF 455 million, 

driven by a 20% increase in equity underwriting fees and 
a 117% increase in debt underwriting fees.

– Mergers and acquisitions and corporate finance fees fell 
35% to CHF 230 million, in an environment of reduced 
market activity and lower mandated deal volumes.

– Net brokerage fees fell 26% to CHF 1,077 million mainly 
due to lower fees in the Investment Bank’s cash equities 
business and lower client transaction volumes in the 
wealth management businesses.

– Investment fund fees fell 13% to CHF 1,014 million due 
to lower asset-based fees in the asset management and 
wealth management businesses.

– Portfolio management and advisory fees fell 11% to CHF 
1,451 million mainly due to the lower asset base in the 
wealth management businesses.

– Other commission expenses fell 23% to CHF 340 million, 
mainly due to lower volumes in the Investment Bank’s 
 equities business.

Other income
Other income increased to CHF 595 million from CHF 306 
million. First quarter 2009 included gains of CHF 304 mil-
lion on the buyback of subordinated debt in March 2009 

and a gain of CHF 94 million due to the divestment of 
 certain commodities businesses by the Investment Bank. 
Fourth quarter 2008 included a CHF 360 million gain on 
the sale of UBS’s stake in Bank of China.

Operating expenses: 1Q09 vs 4Q08

Total operating expenses decreased 1% to CHF 6,528 mil-
lion from CHF 6,562 million. Higher personnel expenses and 
a goodwill impairment charge of CHF 631 million related to 
the announced sale of UBS Pactual were offset by a decrease 
in general and administrative expenses, as fourth quarter 
2008 included provisions related to the US cross-border case 
and ARS-related charges.

Personnel expenses
Personnel expenses were CHF 3,963 million compared with 
CHF 2,378 million. Fourth quarter 2008 personnel expenses 
were low in comparison with prior quarters due to the par-
tial reversal of accruals for performance-related compen-
sation made in the first nine months of 2008. Personnel 
 expenses for first quarter 2009 also included CHF 184 mil-
lion of severance costs associated with staff reductions in 
first quarter 2009, the large majority of which was attributed 
to the Investment Bank.

General and administrative expenses
At CHF 1,635 million, general and administrative expenses 
decreased by CHF 2,088 million. Fourth quarter 2008 includ-
ed provisions related to the US cross-border case made by 
Wealth Management & Swiss Bank and charges recorded by 
Wealth Management Americas in relation to ARS.

Depreciation, amortization and goodwill impairment
Depreciation of property and equipment was CHF 253 mil-
lion, down CHF 142 million as fourth quarter 2008 included 
real estate-related impairments. At CHF 45 million, amorti-
zation of intangible assets was down CHF 21 million as 
fourth quarter 2008 included impairment charges of CHF 20 
million. A goodwill impairment charge of CHF 631 million 
was recorded in first quarter 2009 in relation to the an-
nounced sale of UBS Pactual.

Tax: 1Q09 vs 4Q08

UBS recognized a net income tax expense of CHF 294 million 
for first quarter 2009. This amount includes a CHF 312 mil-
lion reduction of deferred tax assets in respect of Swiss tax 
losses. UBS recognized a net income tax benefit of CHF 
1,798 million in fourth quarter 2008, which mainly reflected 
the impact of the recognition of an incremental deferred tax 
asset on available tax losses.
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Summary of business division performance:  
1Q09 vs 4Q08

Wealth Management & Swiss Bank recorded an increase in 
pre-tax profit to CHF 1,077 million from CHF 535 million. 
This increase was largely due to the impact of provisions 
made in connection with the US cross-border case in fourth 
quarter 2008. Without the effect of these provisions, pre-tax 
profit would have fallen 26% as less income was earned on 
a reduced asset base and operating expenses were higher.

Wealth Management Americas recorded a pre-tax loss of 
CHF 35 million compared with a pre-tax loss of CHF 444 mil-
lion. Excluding the auction rate securities (ARS) related 
charges recorded in fourth quarter 2008, first quarter 2009 
results decreased from an adjusted pre-tax profit of CHF 273 
million in fourth quarter 2008, due to both lower revenues 
and higher operating expenses.

Global Asset Management pre-tax profit decreased to 
negative CHF 59 million from positive CHF 236 million, 
mainly due to a goodwill impairment charge of CHF 191 mil-
lion related to the announced sale of UBS Pactual. Revenues 
were higher, mainly due to higher performance fees and 
lower operational losses.

The Investment Bank recorded a pre-tax loss of CHF 3,162 
million compared with a pre-tax loss of CHF 8,096 million. 
The reduction in losses was mainly due to lower trading loss-
es in the fixed income, currencies and commodities (FICC) 
business area as well as improved performance in the equities 
business area and the rates and emerging markets businesses 
within FICC. Credit valuation adjustments against credit de-
fault protection from monolines totaled CHF 1.9 billion in 
first quarter 2009. The Investment Bank continued to reduce 
risk in businesses it is exiting and, as a result, experienced 
losses on disposals. Lower marks and credit valuation adjust-
ments also contributed to losses in the quarter. Trading losses 
were also incurred in the management of counterparty risk in 
over-the-counter (OTC) derivatives portfolios. First quarter 
2009 included losses related to ARS purchase commitments 
(CHF 0.3 billion) and price adjustments on positions trans-
ferred to the SNB StabFund (CHF 0.2 billion). Credit loss ex-

penses were CHF 1,017 million in the first quarter. Own cred-
it gains of CHF 651 million were recorded in the quarter. 
Operating expense were up from the prior quarter due to 
higher personnel expenses and the goodwill impairment 
charge of CHF 421 million related to the announced sale of 
UBS Pactual.

The Corporate Center recorded a pre-tax profit from con-
tinuing operations of CHF 621 million in first quarter 2009, 
due mainly to the net impact of the transaction with the SNB 
and the valuation of the mandatory convertible notes (MCNs) 
issued on 9 December 2008. First quarter results also include 
a gain of CHF 304 million on the buyback of subordinated 
debt. In comparison, a pre-tax loss from continuing ope-
rations of CHF 3,489 million was recorded in the fourth 
quarter, with the impact of the SNB transaction only partly 
offset by the fair valuation of the abovementioned MCNs.

Invested assets development: 1Q09 vs 4Q08

Net new money

Wealth Management & Swiss Bank
Outflows of net new money slowed to CHF 23.4 billion from 
CHF 60.4 billion, including the effect of deleveraging by cli-
ents. The majority of first quarter outflows were recorded 
following the announcements related to the US cross- border 
case. Total net new money outflows comprised CHF 10.2 bil-
lion from Swiss clients and CHF 13.2 billion from interna-
tional clients, compared with outflows of CHF 17.4 billion 
and CHF 43.0 billion respectively for fourth quarter 2008.

Wealth Management Americas
First quarter net new money inflows were CHF 16.2 billion, 
compared with CHF 2.2 billion in fourth quarter 2008.

Global Asset Management
In first quarter 2009, net new money outflows slowed to 
CHF 7.7 billion from CHF 27.6 billion. Institutional net new 
money outflows slowed to CHF 1.1 billion from CHF 16.7 
billion. Excluding money market flows, outflows were CHF 

Performance from continuing operations before tax

Quarter ended % change from

CHF million 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Wealth Management & Swiss Bank 1,077 535 1,959 101 (45)

Wealth Management Americas (35) (444) 180 92

Global Asset Management (59) 236 330

Investment Bank (3,162) (8,096) (18,211) 61 83

Corporate Center 621 (3,489) 3,861 (84)

UBS (1,558) (11,258) (11,881) 86 87
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9.2 billion compared with CHF 22.7 billion. Outflows of 
wholesale intermediary net new money were CHF 6.6 billion 
compared with CHF 10.9 billion. Excluding money market 
flows, wholesale intermediary outflows were CHF 8.7 billion 
compared with CHF 16.6 billion.

Invested assets
Total invested assets stood at CHF 2,182 billion at the end of 
first quarter 2009, compared with CHF 2,174 billion on 
31 December 2008. Invested assets of CHF 934 billion were 
attributable to Wealth Management & Swiss Bank, CHF 673 
billion to Wealth Management Americas and CHF 576 billion 
to Global Asset Management.

Results: 1Q09 vs 1Q08

Net loss attributable to UBS shareholders was CHF 1,975 mil-
lion, down from a net loss of CHF 11,617 million. The main 
driver of this difference was lower losses in the Investment 
Bank on risk positions from businesses now exited or in the 
process of being exited. Operating expenses were down 

17% from first quarter 2008 to CHF 6,528 million, driven by 
personnel expenses decreasing to CHF 3,963 million from 
CHF 5,274 million. First quarter 2008 personnel expenses 
included accruals for share-based awards made in early 2008 
(the majority of which were subsequently reversed in second 
quarter 2008) as well as accruals for performance-related 
cash compensation (the majority of which were subsequent-
ly reversed in third and fourth quarters 2008).

Personnel

UBS employed 76,206 people on 31 March 2009, down 
1,577, or 2%, compared with the end of 2008. In com-
parison with the prior quarter, staff levels for first quarter 
2009 decreased by 720 in Wealth Management & Swiss 
Bank, 110 in Wealth Management Americas and 69 in 
Global  Asset Management. Over the same period, Invest-
ment Bank staff levels decreased by 705 and Corporate 
Center staff levels increased by 27. As announced on 15 
April 2009, UBS expects to reduce personnel to approxi-
mately 67,500 in 2010.

Personnel by region

As of % change from

Full-time equivalents 31.3.09 31.12.08 31.3.08 31.12.08 31.3.08

Switzerland 25,889 26,406 27,946 (2) (7)

UK 6,888 7,071 8,484 (3) (19)

Rest of Europe 4,678 4,817 5,049 (3) (7)

Middle East / Africa 148 145 142 2 4

USA 26,934 27,362 29,666 (2) (9)

Rest of Americas 1,832 1,984 2,100 (8) (13)

Asia Pacific 9,837 9,998 10,452 (2) (6)

Total 76,206 77,783 83,839 (2) (9)

Personnel by business division

As of % change from

Full-time equivalents 31.3.09 31.12.08 31.3.08 31.12.08 31.3.08

Wealth Management & Swiss Bank 28,808 29,528 31,070 (2) (7)

Wealth Management Americas 19,962 20,072 20,580 (1) (3)

Global Asset Management 3,717 3,786 3,901 (2) (5)

Investment Bank 16,466 17,171 21,170 (4) (22)

Operational Corporate Center 1,477 1,513 1,545 (2) (4)

IT Infrastructure 4,093 4,066 4,290 1 (5)

Group Offshoring 1,682 1,646 1,283 2 31

Corporate Center 7,253 7,226 7,118 0 2

Total 76,206 77,783 83,839 (2) (9)
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First quarter 2009 development

UBS continued to make deliberate reductions to its balance 
sheet during the first quarter. Total assets were CHF 1,861 
billion on 31 March 2009 – a decrease of CHF 153 billion 
since the prior quarter end. Collateral trading assets and the 
trading portfolio were reduced by CHF 55 billion in the quar-
ter, with these reductions concentrated in the Investment 
Bank. Replacement values (RVs) decreased to a similar extent 
on both sides of the balance sheet, as market movements 
drove down positive RVs 12%, or CHF 100 billion, to CHF 
754 billion.

The underlying reduction of the balance sheet when ex-
cluding positive RVs was CHF 90 billion in first quarter 2009, 
as a CHF 53 billion decline in Swiss franc terms was offset by 
an increase of CHF 37 billion stemming from the translation 
effects of the Swiss franc weakening against the British 
pound, US dollar and euro.

As in the prior quarters, almost all reductions in UBS’s total 
assets originated from reductions to the Investment Bank’s 
balance sheet, which declined by CHF 145 billion in the first 
quarter to CHF 1,535 billion. Compared with 31 December 
2008, the size of the other business divisions’ balance sheets 
remained relatively stable. Total assets for Wealth Manage-
ment & Swiss Bank were CHF 248 billion, Wealth Manage-
ment Americas CHF 38 billion and Global Asset Management 
CHF 21 billion at the end of first quarter 2009.

Balance sheet

Lending and borrowing

Lending
Cash and balances with central banks were CHF 39 billion 
on 31 March 2009 – an increase of CHF 6 billion from the 
prior quarter-end. Due from banks decreased by CHF 8 
 billion, largely due to the lower variation margins deposited 
for  derivative instruments. Loans to customers increased by 
CHF 4 billion to CHF 344 billion on 31 March 2009. The first 
quarter increases in lending resulted mainly from UBS’s prime 
brokerage business in the Investment Bank.

Borrowing
Unsecured borrowings declined marginally in first quarter 
2009, dropping by CHF 8 billion to CHF 891 billion. Due to 
banks decreased by CHF 9 billion to CHF 117 billion on 
31 March 2009, with the reduction driven by UBS’s central 
funding entity, the Investment Bank’s foreign exchange and 
money market desk, and decreased variation margins for de-
rivative instruments. Customer deposits (“Due to custom-
ers”) amounted to CHF 466 billion on 31 March 2009, a 
decrease of CHF 8 billion, or CHF 24 billion on a currency-
adjusted basis, predominantly related to prime brokerage 
 clients in the Investment Bank. Wealth Management & Swiss 
Bank client deposits had declines in fixed-term and fiduciary 
deposits, while recording net inflows of CHF 3 billion in 
 savings and personal accounts. Financial liabilities designat-
ed at fair value remained fairly stable at CHF 99 billion on 
31 March 2009, as did long-term debt issued, which was 
CHF 84 billion. Money market paper issuance was CHF 125 
billion, an increase of CHF 13 billion, or CHF 6 billion on a 
currency-adjusted basis, mainly due to higher activities in the 
commercial paper market in early January.

Repurchase / reverse repurchase agreements and 
securities borrowing / lending

At CHF 315 billion on 31 March 2009, there was a CHF 32 
billion decline in the amount of cash lent out on a secured 
basis (through the receipt of securities in return) via securi-
ties borrowed and reverse repurchase agreements. Most of 
this reduction occurred in the Investment Bank, which also 

1300

1500

1700

1900

2100

2,100

1,900

1,700

1,500

1,300

24.5

First quarter 2009 asset development
CHF billion

Year of maturity

2,015

(32) (23)
0 2

(100)

1,861

31.12.08 Collateral
trading

Trading
portfolio

Other
assets

Lending Positive
replacement

values

31.3.09



19

U
B

S 
G

ro
u

p

pared back a portion of its largely offsetting (“matched 
book”) secured funding and lending activity. As the Invest-
ment Bank covers its trading short positions (liabilities) by 
borrowing the necessary securities against the provision of 
cash collateral via reverse repurchase agreements and securi-
ties borrowed transactions, the CHF 9 billion drop in trading 
liabilities therefore contributed to an equivalent reduction of 
reverse repurchase agreements and securities borrowed on 
the asset side of the balance sheet. Additionally, a significant 
amount of trading portfolio assets are also funded via repur-
chase agreements, so the decrease in trading portfolio assets 
also contributed to the drop in repurchase agreements. 
These reductions are reflected on the liability side of the bal-
ance sheet, where repurchase agreements and securities lent 
against cash collateral declined by another CHF 13 billion to 
stand at CHF 103 billion on 31 March 2009.

Trading portfolio

Continued reductions were made to the trading portfolio, 
which ended the quarter at CHF 289 billion due to reduc-
tions of CHF 23 billion. The reductions would have been 
CHF 31 billion excluding the effects of currency movements. 
Debt instruments including traded loans were reduced by 
CHF 19 billion and equity instruments decreased by CHF 10 
billion. Increases were seen in precious metals (mainly gold) 
of CHF 6 billion. Most of the reductions in debt and equity 
instruments occurred through the Investment Bank’s deliber-
ate overall reductions to its balance sheet, including the 
transfer of illiquid positions to the Swiss National Bank (SNB) 
StabFund (USD 6.6 billion). Refer to the “Recent develop-
ments” section of this report for more information about the 
SNB transaction. 

Replacement values

The positive and negative RVs of derivative instruments de-
veloped in parallel and decreased strongly during first quar-

ter 2009. Positive RVs dropped by CHF 100 billion to CHF 
754 billion, while negative RVs decreased by CHF 118 billion 
to CHF 734 billion. Both decreases were primarily due to 
movements in currencies, interest rates and credit spreads. 
Decreases in positive RVs occurred mainly in foreign exchange 
contracts, which dropped by CHF 81 billion, followed by in-
terest rate and credit derivative contracts with CHF 10 billion 
each.

Shareholders’ equity

Equity attributable to UBS shareholders was CHF 31.3 billion 
on 31 March 2009 – a decrease of CHF 1.2 billion compared 
with 31 December 2008. The decline was mainly due to the 
Group’s net loss of CHF 2.0 billion, though this was partly 
offset by currency differences recognized in equity.
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Off-balance sheet 
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Off-balance sheet

In the normal course of business, UBS enters into arrange-
ments that, under International Financial Reporting Stan-
dards, lead to either de-recognition of financial assets and 
liabilities for which UBS has transferred substantially all risks 
and rewards or the non-recognition of financial assets and 
liabilities received for which UBS has not assumed the relat-
ed risks and rewards. UBS recognizes these types of arrange-
ments on the balance sheet to the extent of its involvement, 
which, for example, may be in the form of derivatives, guar-
antees, financing commitments or servicing rights.

When UBS, through these arrangements, incurs an obli-
gation or becomes entitled to an asset, it recognizes them 
on the balance sheet, with the resulting loss or gain re-
corded in the income statement. It should be noted that in 
many instances, the amount recognized on the balance 
sheet does not represent the full gain or loss potential in-
herent in such arrangements. Generally, these arrange-
ments either meet the financial needs of customers or offer 
investment opportunities through entities that are not con-
trolled by UBS. Off-balance sheet arrangements include 
purchased and retained interests, derivatives and other in-
volvements in non-consolidated entities and structures. 
UBS has originated such structures and has acquired inter-
ests in structures set up by third parties.

The following paragraphs discuss several distinct areas of 
off-balance sheet arrangements. “Note 13 Commitments” 
in the financial statements of this report presents committed 
amounts of undrawn irrevocable credit facilities, credit guar-
antees, performance guarantees, documentary credits and 
similar instruments. The “Risk management and control” 
section of this report includes a discussion of commitments 
to acquire auction rate securities from clients and informa-
tion about potential support to non-consolidated investment 
funds.

Liquidity facilities and guarantees

At the end of first quarter 2009, UBS had no significant ex-
posure through liquidity facilities and guarantees to struc-
tured investment vehicles, conduits and other types of spe-
cial purpose entities (SPEs). Losses resulting from such 
obligations were not significant in the first three months of 
2009 nor full-year 2008.

Non-consolidated securitization vehicles and 
 collateralized debt obligations

In prior years, UBS sponsored the creation of SPEs that 
 facilitated the securitization of acquired residential and com-
mercial mortgage loans, other financial assets and  related 
securities. UBS also securitized customers’ debt  obligations 
in transactions that involved SPEs which issued  collateralized 
debt obligations. A typical securitization transaction of this 
kind involves the transfer of assets into a trust or other entity 
in return for beneficial interests in the form of securities. 
Generally, UBS intended to sell the beneficial interests to 
third parties shortly after securitization but beginning in the 
second half of 2007, certain retained interests could not be 
sold due to illiquid markets for certain instruments, mainly 
those linked to the US mortgage market. In the first quarter, 
UBS did not set up new securitization vehicles and structures 
and, following the repositioning of its fixed income, curren-
cies and commodities (FICC) business, did not acquire mate-
rial investments in securitization vehicles set up by third par-
ties (e.g. asset-backed securities). The repositioning also 
included a substantial downsizing of UBS’s real estate, secu-
ritization and proprietary trading activities, which was com-
plemented by a transfer of significant securitized positions to 
the SNB StabFund in fourth quarter 2008 and March and 
early April 2009.

Consolidation of securitization vehicles and 
 collateralized debt obligations 

UBS continually evaluates whether triggering events require 
the reconsideration of the consolidation conclusions made 
at the inception of its involvement with securitization vehi-
cles and collateralized debt obligations (CDOs). Triggering 
events generally include items such as major restructurings, 
the vesting of potential rights and the acquisition, disposal 
or expiration of interests. In these instances, SPEs may be 
consolidated or de-consolidated depending on how the con-
ditions have changed. Starting in December 2007, due to 
adverse market conditions, various non-consolidated CDOs 
in which UBS held a majority stake in super senior securities 
were declared to have breached default provisions pursuant 
to the entities’ governing documents. In these  instances, 
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various contingent decision-making rights became immedi-
ately vested in the super senior class holders, which required 
UBS to consolidate these entities. The consolidation had no 
material incremental impact on UBS’s income statement and 
balance sheet.

As reported in second quarter 2008, UBS sold a portfolio 
of US residential mortgage-backed securities (RMBS) for pro-
ceeds of USD 15 billion to the RMBS Opportunities Master 
Fund, LP (the “RMBS fund”), a special purpose entity man-
aged by BlackRock, Inc. The RMBS fund was capitalized with 
approximately USD 3.75 billion in equity raised by BlackRock 
from third-party investors and an eight year amortizing USD 

11.25 billion senior secured loan provided by UBS. Refer to 
the “Sale of US real estate-related assets to BlackRock fund” 
sidebar on page 20 of UBS’s financial report for second quar-
ter 2008 and the “Update on BlackRock fund” in the “Risk 
categories” section of this report for more information. 

The “Risk management and control” section of this re-
port provides a detailed disclosure of UBS’s market risk, cred-
it risk and main risk concentrations. If future consolidation of 
additional securitization vehicles is required by accounting 
standards, UBS does not expect this to have a significant im-
pact on its risk exposure, capital, financial position or results 
of operations.

Derivative instruments

31.3.09 31.12.08

Replacement values Notional 
values

Replacement values Notional 
valuesCHF billion Positive Negative Positive Negative

Derivative instruments 1

Interest rate contracts 365 354 37,552 375 369 36,571

Credit derivative contracts 187 173 3,238 197 185 3,654

Foreign exchange contracts 141 137 5,914 222 227 6,025

Equity / index contracts 37 46 547 35 47 566

Precious metals contracts 5 5 106 6 6 108

Commodity contracts, excluding precious metals contracts 19 19 119 19 18 227

Total 754 2 734 3 47,476 854 2 852 3 47,151

1 Replacement values based on International Reporting Standards (IFRS) netting. Refer to “Note 23 Derivative instruments and hedge accounting” in the financial statements of UBS’s annual report for 
2008.  2 The impact of netting agreements with the Swiss Financial Market Super visory Authority (FINMA) for capital adequacy was to reduce positive replacement values to CHF 174 billion on 31 March 2009 
and CHF 202 billion on 31 December 2008.  3 The impact of netting agreements with FINMA for capital adequacy was to reduce negative replacement values to CHF 154 billion on 31 March 2009 and CHF 
200 billion on 31 December 2008.
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Wealth Management & Swiss Bank 
5 May 2009

Wealth Management & Swiss Bank

Business division reporting

As of or for the quarter ended % change from

CHF million, except where indicated 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Swiss clients income 1,619 1,927 2,026 (16) (20)

International clients income 1,393 1,579 2,178 (12) (36)

Income 3,011 3,507 4,204 (14) (28)

Credit loss (expense) / recovery (119) (354) (3) (66)

Total operating income 2,892 3,153 4,201 (8) (31)

Personnel expenses 1,213 961 1,499 26 (19)

General and administrative expenses 404 1,460 517 (72) (22)

of which: impact from US cross-border case 917

Services (to) / from other business units 162 133 184 22 (12)

Depreciation of property and equipment 32 40 39 (20) (18)

Amortization of intangible assets 3 24 3 (88) 0

Total operating expenses 1,815 2,617 2,242 (31) (19)

Business division performance before tax 1,077 535 1,959 101 (45)

of which: impact from US cross-border case (917)

business division performance before tax  
excluding US cross-border case 1,077 1,452 1,959 (26) (45)

Key performance indicators

Pre-tax profit growth (%) 1 101.3 (67.8) (12.6)

Cost / income ratio (%) 2 60.3 74.6 53.3

Net new money (CHF billion) 3 (23.4) (60.4) 0.5

Impaired lending portfolio as a % of total  
lending portfolio, gross (Swiss clients) 1.0 1.0 1.0

Gross margin on invested assets (bps) (international clients) 4 89 89 99 0 (10)

Additional information

Average attributed equity (CHF billion) 5 9.0 9.0 10.0 0 (10)

Return on attributed equity (RoaE) (%) 6 47.9 63.3 78.4

BIS risk-weighted assets (CHF billion) 54.8 62.3 73.8 (12) (26)

Return on risk-weighted assets, gross (%) 7 20.6 22.3 22.8

Goodwill and intangible assets (CHF billion) 1.8 1.7 1.7 6 6

Recurring income 8 2,316 2,551 3,171 (9) (27)

Invested assets (CHF billion) 934 955 1,228 (2) (24)

Client assets (CHF billion) 1,643 1,711 2,182 (4) (25)

Personnel (full-time equivalents) 28,808 29,528 31,070 (2) (7)

Swiss clients

Net new money (CHF billion) 3 (10.2) (17.4) (4.4)

Invested assets (CHF billion) 313 325 409 (4) (23)

International clients

Net new money (CHF billion) 3 (13.2) (43.0) 4.9

Invested assets (CHF billion) 621 631 819 (2) (24)

Client advisors (full-time equivalents) 3,892 4,236 4,448 (8) (13)

1 Change of business division performance before tax between current and comparison periods / business division performance before tax of comparison period.  2 Operating expenses / operating in-
come before credit loss (expense) / recovery.  3 Excludes interest and dividend income.  4 Operating income before credit loss (expense) / recovery (annualized as applicable) / average invested as-
sets.  5 Refer to the “Capital management” section of this report for more information about the equity attribution framework.  6 Year-to-date business division performance before tax (annualized as 
applicable) / attributed equity (year-to-date average).  7 Operating income before credit loss (expense) / recovery on a year-to-date basis (annualized as applicable) / BIS RWA (year-to-date aver-
age).  8 Interest, asset-based revenues for portfolio management and account-based, distribution and advisory fees.
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Results: 1Q09 vs 4Q08

Pre-tax profit for Wealth Management & Swiss Bank in-
creased to CHF 1,077 million from CHF 535 million. The 
 primary reason for this change was a provision of CHF 917 
million booked in fourth quarter 2008 in connection with the 
US cross-border case. Excluding this provision, profit  levels for 
first quarter would have decreased 26% as less income was 
earned on a reduced invested asset base and accruals for per-
formance-related compensation increased from a historically 
low level in fourth quarter 2008 when accruals made in the 
first nine months of 2008 were partially reversed.

Operating income
Total operating income fell 8% to CHF 2,892 million from 
CHF 3,153 million. Recurring income fell 9% to CHF 2,316 
million following a decrease in the average asset base and 
lower interest income, which were impacted by lower mar-
gins and volumes of liabilities. Non-recurring income declined 
27% to CHF 696 million primarily due to lower client activity. 
First quarter 2009 levels of non-recurring income were nega-
tively impacted by internal funding-related interest charges. 
Fourth quarter 2008 levels of non-recurring income were pos-
itively impacted by the revaluation of UBS’s participation in 
the SIX Swiss Exchange.

Credit loss expenses were CHF 119 million, a significant de-
crease from the fourth quarter’s high level of CHF 354 million, 
which included high provisions made for lombard loans. While 
first quarter 2009 also included credit losses for lombard loans, 
these were lower and were mainly due to deteriorated values 
of collateral on already impaired positions. As the Swiss econ-
omy slowed down, the level of credit losses for credits granted 
to small and mid-sized Swiss companies increased.

Operating expenses
Total operating expenses decreased 31% to CHF 1,815 million. 
Excluding the provision related to the US cross-border case that 
was booked in fourth quarter 2008, total operating expenses 
would have increased 7%. Despite reductions of 720 person-
nel during the quarter, personnel expenses increased 26% to 
CHF 1,213 million, primarily due to the abovementioned par-
tial reversal of performance-related compensation accruals in 
fourth quarter 2008. General and administrative expenses de-
creased 72% to CHF 404 million – however, this decrease re-
flects the provision related to the US cross-border case, with-
out which the reduction in general and administrative expenses 
would have been 26% due to tight cost management and 
lower operational provisions, professional fees and travel and 
entertainment expenses. Expenses for services from other busi-
nesses increased by CHF 29 million to CHF 162 million, due to 
higher charges for IT infrastructure which had been at a very 
low level in the previous quarter. Depreciation was at CHF 32 
million, down by CHF 8 million from the previous quarter due 
to lower IT depreciation. The amorti zation of intangible assets 
decreased by CHF 21 million to CHF 3 million.

Invested assets development: 1Q09 vs 4Q08

Net new money
Outflows of net new money slowed to CHF 23.4 billion from 
CHF 60.4 billion, including the effect of deleveraging by cli-
ents. The majority of first quarter outflows were recorded 
following the announcements related to the US cross-border 
case. Total net new money outflows comprised CHF 10.2 bil-
lion from Swiss clients and CHF 13.2 billion from interna-
tional clients, compared with outflows of CHF 17.4 billion 
and CHF 43.0 billion, respectively.

Invested assets
Invested assets were CHF 934 billion on 31 March 2009, a 
decrease of CHF 21 billion from 31 December 2008. The 
 decrease occurred because lower equity markets and 
 outflows of net new money were only partly offset by the 
appreciation of the US dollar and euro against the Swiss 
franc.

Gross margin on invested assets (international clients only)
The gross margin on invested assets remained at 89 basis 
points as income and the average asset base  decreased 
equally. The recurring income margin decreased one basis 
point to 67 basis points due to reduced fee income and low-
er interest income from lombard loans. The non-recurring 
income margin was up one basis point to 22 basis points.

Results: 1Q09 vs 1Q08

Pre-tax profit decreased 45% to CHF 1,077 million from CHF 
1,959 million. The decline in profit was driven by a 31% 
drop in operating income – resulting from lower asset-based 
fees, lower transaction income and higher credit loss ex-
penses – that was only partly offset by a 19% reduction in 
operating expenses, reflecting tight cost control. Personnel 
expenses decreased 19% due to lower performance-based 
compensation accruals and a 7% reduction in personnel. In 
addition, general and administrative expenses were reduced 
22% due to lower expenses for travel and entertainment 
and advertising.

Personnel

Wealth Management & Swiss Bank employed 28,808 per-
sonnel on 31 March 2009, down 720 from 29,528 on 31 De-
cember 2008. Levels of non client-facing staff were reduced 
during first quarter 2009, primarily through natural attrition, 
and departing personnel were only very selectively replaced 
with new hires. The number of client advisors in the inter-
national clients business was down by 344 to 3,892 as 
UBS adjusted its client-facing capacity to the current market 
environment.
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Wealth Management Americas

Business division reporting

As of or for the quarter ended % change from

CHF million, except where indicated 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Income 1,408 1,455 1,648 (3) (15)

of which: ARS settlement impact (172)

Credit loss (expense) / recovery 1 (16) 0

Total operating income 1,409 1,439 1,648 (2) (15)

Personnel expenses 1,082 891 1,137 21 (5)

General and administrative expenses 229 867 224 (74) 2

of which: ARS settlement impact 545

Services (to) / from other business units 68 79 70 (14) (3)

Depreciation of property and equipment 29 30 21 (3) 38

Impairment of goodwill 19 0 0

Amortization of intangible assets 17 17 16 0 6

Total operating expenses 1,444 1,883 1,468 (23) (2)

Business division performance before tax (35) (444) 180 92

of which: ARS settlement impact (717)

business division performance before tax  
excluding ARS settlement impact (35) 273 180

Key performance indicators

Pre-tax profit growth (%) 1 N/A N/A (10.0)

Cost / income ratio (%) 2 102.6 129.4 89.1

Net new money (CHF billion) 3 16.2 2.2 3.2

Gross margin on invested assets (bps) 4 86 83 79 4 9

Additional information

Average attributed equity (CHF billion) 5 9.0 9.0 7.0 0 29

Return on attributed equity (RoaE) (%) 6 (1.6) (10.6) 10.3

BIS risk-weighted assets (CHF billion) 24.6 26.9 15.7 (9) 57

Return on risk-weighted assets, gross (%) 7 21.9 28.9 42.0

Goodwill and intangible assets (CHF billion) 4.7 4.5 4.2 4 12

Recurring income 8 823 1,009 1,026 (18) (20)

Net new money including interest and dividend income  
(CHF billion) 9 21.1 8.0 8.7

Invested assets (CHF billion) 673 644 766 5 (12)

Client assets (CHF billion) 711 682 862 4 (18)

Personnel (full-time equivalents) 19,962 20,072 20,580 (1) (3)

Financial advisors (full-time equivalents) 8,760 8,607 8,691 2 1

1 Change of business division performance before tax between current and comparison periods / business division performance before tax of comparison period. Not meaningful if either the current 
period or the comparison period is a loss period.  2 Operating expenses / operating income before credit loss (expense) / recovery.  3 Excludes interest and dividend income.  4 Operating income before 
credit loss (expense) / recovery (annualized as applicable) / average invested assets.  5 Refer to the “Capital management” section of this report for more information about the equity attribution frame-
work.  6 Year-to-date business division performance before tax (annualized as applicable) / attributed equity (year-to-date average).  7 Operating income before credit loss (expense) / recovery on a 
year-to-date basis (annualized as applicable) / BIS RWA (year-to-date average).  8 Interest, asset-based revenues for portfolio management and account-based, distribution and advisory fees.  9 For 
purposes of comparison with US peers, includes interest and dividend income from former Wealth Management US only.
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Results: 1Q09 vs 4Q08

Wealth Management Americas recorded a pre-tax loss of 
CHF 35 million compared with a pre-tax loss of CHF 444 mil-
lion. The result for fourth quarter 2008 was negatively im-
pacted by aggregated auction rate securities (ARS) related 
charges of CHF 717 million. Excluding these charges, first 
quarter performance would have weakened from a fourth 
quarter adjusted pre-tax profit of CHF 273 million. This was 
due to lower fees related to lower average invested asset 
levels, a decrease in interest income and an increase in ex-
penses primarily due to higher personnel costs in the first 
quarter. The previous quarter was mainly influenced by a 
partial reversal of performance-related compensation accru-
als made in the first nine months of 2008. In addition, Wealth 
Management Americas recorded a goodwill impairment 
charge of CHF 19 million in first quarter 2009 related to the 
announced sale of UBS Pactual.

Operating income
Total operating income declined 2% to CHF 1,409 million 
from CHF 1,439 million. Excluding the CHF 172 million ARS-
related trading losses in fourth quarter 2008, operating in-
come would have decreased 13%.

Recurring income fell 18% due to lower fees on man-
aged accounts and non-proprietary funds related to a de-
crease in average invested asset values and lower net inter-
est income related to lower spreads. Recurring income 
represented 58% of total operating income in first quarter 
2009, down from 70% in the prior quarter. Non-recurring 
income increased 31%. However, excluding the ARS-related 
trading losses recorded in the prior quarter it would have 
declined 5%. This result was driven by lower client transac-
tional income partly offset by stronger municipal trading in-
come. Further, non-recurring income was reduced due to 
internal funding-related interest charges.

Operating expenses
Total operating expenses decreased 23% to CHF 1,444 mil-
lion from CHF 1,883 million. This decrease was primarily due 
to the ARS-related charges of CHF 545 million made in 
fourth quarter 2008. Excluding these charges, operating ex-
penses would have increased 8%.

Personnel expenses increased 21% to CHF 1,082 million 
from CHF 891 million. The increase was driven by higher 
performance-related compensation accruals as the fourth 
quarter included a substantial reversal in accruals made dur-
ing the first nine months of 2008. This was partly offset by 
lower severance costs and a decrease in financial advisor 
compensation due to lower revenue production.

Non-personnel expenses (including general and adminis-
trative expenses, depreciation and amortization expenses, 
and services provided to and received from other business 
units) decreased 64% to CHF 362 million. Excluding the 

abovementioned ARS-related charges included in general 
and administrative expenses in fourth quarter 2008, non-
personnel expenses would have decreased 19%, or CHF 85 
million, due to lower general provisions, lower professional 
fees, insurance costs as well as travel expenses and lower 
service charges from other business divisions, partly offset by 
the abovementioned goodwill impairment charge of CHF 19 
million related to the announced sale of UBS Pactual.

Invested assets development: 1Q09 vs 4Q08

Net new money
First quarter net new money inflows were CHF 16.2 billion, 
compared with CHF 2.2 billion in fourth quarter 2008. 
 Including interest and dividends from the former Wealth 
Management US business unit, net new money inflows 
 increased to CHF 21.1 billion from CHF 8.0 billion.

Invested assets
Invested assets increased by CHF 29 billion to CHF 673  billion 
on 31 March 2009, due to net new money inflows and the 
positive impact of currency translation effects, partly  offset 
by market depreciation. In US dollar terms, invested  assets 
declined 2% as market depreciation more than offset net 
new money inflows.

Gross margin on invested assets
The gross margin on invested assets increased three basis 
points to 86 basis points. The increase was mainly attribut-
able to a ten basis point increase in the non-recurring in-
come margin to 36 basis points as the prior quarter was im-
pacted by the abovementioned ARS-related trading loss of 
CHF 172 million. This was partly offset by a seven basis point 
decline in the recurring income margin to 50 basis points, 
corresponding with an 18% decline in recurring income 
partly attributable to fourth quarter 2008 decrease in invest-
ed assets, coupled with a one-quarter lag in the majority of 
recurring fee pricing.

Results: 1Q09 vs 1Q08

Wealth Management Americas reported a pre-tax loss of 
CHF 35 million compared with a profit of CHF 180 million. 
The decline in performance occurred in the context of a chal-
lenging market climate marked by a sharp decline in invest-
ed assets and this resulted in revenues declining at a faster 
rate than expenses. Invested assets fell 12% from first quar-
ter 2008, leading to a 15% decrease in operating income, 
including a 20% decrease in recurring income and a 6% 
decline in non-recurring income. Recurring income declined 
to 58% of operating income from 62%. Operating expenses 
experienced a decline of 2% from first quarter 2008, down 
13% in US dollar terms. Personnel expenses decreased 5% 
(down 16% in US dollar terms) due to lower revenue-based 
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West region, based in Los Angeles. This simplified structure 
will allow the Wealth Management advisor group to im-
prove the support it provides to both clients and advisors 
and increase decision-making ability at the local level for 
the benefit of clients.

Agreement on the sale of 55 US branches

In March 2009, UBS Financial Services Inc. agreed to sell up 
to 55 of its US branches to Stifel, Nicolaus & Company, 
 Incorporated, the principal operating subsidiary of Stifel 
 Financial Corp. The transaction is expected to be completed 
in up to four separate closings during 2009. The relevant 
branches are located in 24 states and employ more than 500 
people, including approximately 320 financial advisors with 
assets under management of approximately USD 15 billion. 
UBS will receive an upfront cash payment of approximately 
USD 27 million based on the actual number of branches and 
financial advisors acquired by Stifel Nicolaus. UBS will also 
receive annual earn-out payments for the two-year period 
following the closing of the transaction principally based on 
the performance of the UBS financial advisors who become 
Stifel Nicolaus employees, as well as aggregate payments of 
up to approximately USD 19 million for net fixed assets and 
employee forgivable loans.

This transaction positions Wealth Management Americas 
to focus resources more effectively, enhancing its ability to 
deliver a differentiated experience to high net worth and 
 ultra-high net worth clients in core markets.

financial advisor compensation, severance, and salaries, 
partly offset by higher financial advisor-related recruitment 
costs. Non-personnel expenses increased 9% from first quar-
ter 2008. Excluding currency translation effects, non-person-
nel expenses decreased 4%, driven by lower operational 
provisions and lower service charges from other business 
 divisions, partly offset by the goodwill impairment charge 
related to the announced sale of UBS Pactual and, to a lesser 
extent, higher depreciation costs.

Personnel

The number of personnel was 19,962 on 31 March 2009, a 
decrease of 110 from 31 December 2008. Financial advisors 
increased by 153 to 8,760, reflecting the second consecutive 
quarter of net increases due to strong recruiting and reten-
tion efforts, particularly among high producing financial ad-
visors. Non-financial advisor employees decreased by 263 to 
11,202 due to staff reductions.

Reorganization of Wealth Management Americas 
advisor group US

Effective from 1 July 2009, Wealth Management Americas 
will consolidate its existing eight US regions into three and 
combine its existing market areas, stand-alone branches 
and private wealth offices to form 20 new market areas. 
The new structure includes the Northeast region, based in 
New York City, the Central region, based in Miami and the 

Wealth Management Americas 
5 May 2009
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Business division reporting

As of or for the quarter ended % change from

CHF million, except where indicated 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Institutional fees 284 235 427 21 (33)

Wholesale intermediary fees 218 243 364 (10) (40)

Total operating income 502 478 791 5 (37)

Personnel expenses 226 73 303 210 (25)

General and administrative expenses 95 117 104 (19) (9)

Services (to) / from other business units 39 39 39 0 0

Depreciation of property and equipment 5 8 7 (38) (29)

Impairment of goodwill 191 0 0

Amortization of intangible assets 6 6 8 0 (25)

Total operating expenses 561 242 461 132 22

Business division performance before tax (59) 236 330

Key performance indicators

Pre-tax profit growth (%) 1 N/A (43.1) (32.0)

Cost / income ratio (%) 2 111.8 50.6 58.3

Net new money (CHF billion) 3 (7.7) (27.6) (16.5)

Gross margin on invested assets (bps) (institutional) 4 34 25 35 36 (3)

Gross margin on invested assets (bps) (wholesale intermediary) 4 36 37 42 (3) (14)

Additional information

Average attributed equity (CHF billion) 5 3.0 3.0 3.0 0 0

Return on attributed equity (%) 6 (7.9) 44.4 44.0

BIS risk-weighted assets (CHF billion) 6.4 8.5 6.5 (25) (2)

Return on risk-weighted assets, gross (%) 7 27.0 41.2 48.7

Goodwill and intangible assets (CHF billion) 2.1 2.2 2.4 (5) (13)

Invested assets (CHF billion) 576 575 765 0 (25)

Personnel (full-time equivalents) 3,717 3,786 3,901 (2) (5)

Institutional

Net new money (CHF billion) 3 (1.1) (16.7) (9.6)

of which: money market funds 8.1 6.0 5.1

Invested assets (CHF billion) 337 335 445 1 (24)

of which: money market funds 53 42 40 26 33

Wholesale intermediary

Net new money (CHF billion) 3 (6.6) (10.9) (6.9)

of which: money market funds 2.1 5.7 9.9

Invested assets (CHF billion) 239 240 320 0 (25)

of which: money market funds 86 80 73 8 18

1 Change of business division performance before tax between current and comparison periods / business division performance before tax of comparison period. Not meaningful if either the current pe-
riod or the comparison period is a loss period.  2 Operating expenses / operating income before credit loss (expense) / recovery.  3 Excludes interest and dividend income.  4 Operating income before 
credit loss (expense) / recovery (annualized as applicable) / average invested assets.  5 Refer to the “Capital management” section of this report for more information about the equity attribution frame-
work.  6 Year-to-date business division performance before tax (annualized as applicable) / attributed equity (year-to-date average).  7 Operating income before credit loss (expense) / recovery on a 
year-to-date basis (annualized as applicable) / BIS risk-weighted assets (year-to-date average).

Global Asset Management
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Results: 1Q09 vs 4Q08

Global Asset Management’s pre-tax result decreased to 
negative CHF 59 million from positive CHF 236 million. The 
loss in the quarter was due to a goodwill impairment charge 
of CHF 191 million related to the announced sale of UBS 
Pactual. Without this charge, pre-tax profit would have 
been CHF 132 million, down 44% from the prior quarter. 
Increased personnel expenses, which were at a historically 
low level in fourth quarter 2008, offset a reduction in gen-
eral and administrative expenses and an increase in operat-
ing income. 

Operating income
Total operating income increased 5% to CHF 502 million 
from CHF 478 million.

Institutional revenues rose to CHF 284 million from CHF 
235 million, primarily due to higher performance fees, mainly 
in alternative and quantitative investments, and lower oper-
ational losses. These increases in revenues were partly offset 
by lower management fees associated with the lower aver-
age invested assets base.

Wholesale intermediary revenues declined to CHF 218 
million from CHF 243 million, mainly due to the lower aver-
age invested assets base as well as lower performance fees 
in some real estate funds.

Operating expenses
Total operating expenses were CHF 561 million compared 
with CHF 242 million. This change was mainly due to a good-
will impairment charge of CHF 191 million related to the an-
nounced sale of UBS Pactual (refer to the “Recent develop-
ments” section of this report for more information on this 
transaction including the goodwill impairment charges rec-
ognized in first quarter 2009). Personnel expenses were CHF 
226 million, up from the historically low level of CHF 73 mil-
lion in fourth quarter 2008 when accruals made in the first 
nine months of 2008 for incentive-based compensation were 
partly reversed. General and administrative expenses declined 
to CHF 95 million from CHF 117 million, mainly due to de-
creases in IT costs, professional fees, marketing costs and 
travel and entertainment expenses.

Invested assets development: 1Q09 vs 4Q08

Net new money
In first quarter 2009, net new money outflows slowed to 
CHF 7.7 billion from CHF 27.6 billion. Net new money out-
flows relating to clients of UBS’s wealth management busi-
nesses totaled CHF 7.0 billion in first quarter 2009. Some of 
the inflows and outflows relating to clients of UBS’s wealth 
management businesses are also reported as net new mon-
ey for the Wealth Management & Swiss Bank and Wealth 
Management Americas business divisions.

Institutional net new money outflows slowed to CHF 1.1 
billion from CHF 16.7 billion. Excluding money market flows, 
outflows were CHF 9.2 billion compared with CHF 22.7 bil-
lion. Net outflows were reported in alternative and quantita-
tive investments, multi-asset and equities, with fixed income, 
real estate funds and infrastructure reporting net inflows.

Outflows of wholesale intermediary net new money were 
CHF 6.6 billion compared with CHF 10.9 billion. Excluding 
money market flows, wholesale intermediary outflows were 
CHF 8.7 billion compared with CHF 16.6 billion. Outflows 
were reported in multi-asset, fixed income, equities and al-
ternative and quantitative investments.

Invested assets
Total invested assets were CHF 576 billion at the end of the 
first quarter, up by CHF 1 billion from 31 December 2008.

Institutional invested assets were CHF 337 billion on 
31 March 2009, up from CHF 335 billion on 31 December 
2008. This increase reflects the strengthening of major for-
eign currencies against the Swiss franc, partly offset by the 
negative impact of financial market developments and, to a 
lesser extent, net new money outflows.

Wholesale intermediary invested assets were CHF 239 bil-
lion on 31 March 2009, compared with CHF 240 billion on 
31 December 2008. The positive impact of currency fluctua-
tions was more than offset by net new money outflows and 
the negative impact of financial market developments.

Gross margin on invested assets
The gross margin on institutional invested assets increased 
to 34 basis points from 25 basis points mainly due to higher 
performance fees, particularly in alternative and quantitative 
investments, and lower operational losses.

The gross margin on wholesale intermediary invested 
 assets decreased one basis point to 36 basis points, mainly 
due to lower performance fees in some real estate funds and 
a relative increase in money market assets which command 
lower fees.

Results: 1Q09 vs 1Q08

Pre-tax profit decreased to negative CHF 59 million from 
positive CHF 330 million. Excluding the goodwill impairment 
charge of CHF 191 million related to the announced sale of 
UBS Pactual, pre-tax profit in first quarter 2009 would have 
decreased 60% to CHF 132 million. Total operating income 
declined 37% to CHF 502 million from CHF 791 million. 
 Institutional revenues declined to CHF 284 million from CHF 
427 million due to lower management fees, associated with 
the lower average invested assets base, and lower perfor-
mance fees in alternative and quantitative investments, real 
estate and the Brazilian asset management business. Whole-
sale intermediary revenues declined to CHF 218 million from 
CHF 364 million due to lower management fees associated 
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with the lower average invested assets base and lower per-
formance fees in some equity funds. Total operating expenses 
increased 22% to CHF 561 million from CHF 461 million. 
Excluding the goodwill impairment charge mentioned above, 
operating expenses would have declined 20%, reflecting 
lower incentive-based compensation accruals and reduced 
general and administrative expenses, mainly due to lower 
travel and entertainment expenses.

Personnel

The number of employees on 31 March 2009 was 3,717, a 
2% decrease from 3,786 on 31 December 2008. The de-
crease reflects action across the business division to reduce 
the cost base while maintaining appropriate resource levels.

Investment capabilities and performance: 1Q09

The stronger investment performance that began in 2008 in 
Global Asset Management’s major equity capabilities as com-
pared with previous years continued in the first quarter. The 
changes made to teams and leadership in equities and fixed 
income over the past two years are now showing very posi-
tive results and a large number of equity and fixed  income 
strategies are now outperforming their benchmarks.

Core / value equities
Notably strong performers were global and pan-European 
strategies which benefited from good stock selection, as 
well as US large cap value and some regional small cap strat-
egies. European (excluding UK), Swiss, Asian, Australian and 
global emerging markets strategies also outperformed. UK 
value strategies underperformed their benchmarks during 
the quarter but remained ahead of their benchmarks over 
one year. US large cap and Canadian strategies were slightly 
below their benchmarks.

Growth equities
Performance was strong and most strategies outperformed 
their benchmarks. The flagship US large cap select growth 
strategy held its value while significantly outpacing its bench-
mark index, primarily through positive stock selection. The 
global (excluding the US) growth strategy outperformed 
its benchmark through balanced contributions from stock 
 selection and sector allocation.

Fixed income
Performance across several key bond strategies improved 
compared with fourth quarter 2008 and money market 
funds continued to achieve their capital preservation objec-
tives. Global sovereign strategies outperformed their bench-
marks, while global aggregate strategies improved signifi-
cantly and were only marginally below their benchmarks. US 
strategies also improved significantly with some exceeding 

their benchmarks. The performance of UK strategies im-
proved materially with some of them appreciably outper-
forming their benchmarks, although some others remained 
significantly below their benchmarks due to a combination 
of duration and credit positioning. Canadian strategies out-
performed benchmarks, and Australian and Japanese per-
formance was close to benchmarks. The performance of 
Swiss strategies was mixed and euro aggregate strategies 
underperformed their benchmarks. Emerging market strate-
gies were significantly ahead of their benchmarks for the 
quarter, but high yield strategies significantly underper-
formed their benchmarks due to their defensive issuer and 
industry positioning in a volatile market.

Global investment solutions
The performance of multi-asset strategies, including the 
global securities composite and dynamic alpha strategies, 
was below benchmark. The contribution from security selec-
tion within equities and fixed income was mixed. At the mar-
ket allocation level, an overweight to equities negatively 
 affected performance for the quarter. Performance in multi-
asset strategies turned positive in March, however, in line 
with the upswing in equity markets and demonstrated the 
potential of the market allocation strategy to add value. 
Multi-manager investment solutions showed positive perfor-
mance while the performance of currency strategies was flat 
after a strong year in 2008.

Alternative and quantitative investments
The investment climate for hedge funds improved materially 
and the performance of alternative and quantitative invest-
ments was generally positive. The single manager platform, 
O’Connor, recorded positive returns for the vast majority 
of strategies with strong performance in the multi-strategy, 
 equity long / short, credit and currency and rates strategies. 
Performance was also generally positive within the multi-
manager platform.

Global real estate
Weakening property values continued to impact UK, US and 
Luxembourg-based pan-European direct real estate strate-
gies. However, all direct funds based in Germany and Swit-
zerland, as well as a UK direct fund designed as a bond alter-
native, continued to generate positive absolute returns. The 
Swiss composite (consisting of four Swiss listed real estate 
funds) and the J-REIT flagship fund (Japanese real estate in-
vestment trust managed in collaboration with joint venture 
partner Mitsubishi Corporation) outperformed their respec-
tive benchmarks. Most regional and domestic real estate 
 securities strategies outperformed their benchmarks, with 
the exception of the US strategy, while the global and Swiss 
strategies broadly performed in line with benchmark. The 
global fund-of-funds strategy delivered a moderately nega-
tive performance in absolute terms.
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Infrastructure and private equity
The investments of the UBS International Infrastructure Fund 
performed well in local currency terms. The fund is denomi-
nated in US dollars, and substantial currency movements 

during the quarter impacted valuations of the fund’s non-US 
dollar denominated assets (approximately half the portfolio), 
resulting in an approximately 1% reduction in the fund’s net 
asset value compared with acquisition cost.

Composite

The table below represents approximately 16% of Global Asset Management’s invested assets at 31 March 2009.

Annualized

3 months 1 year 3 years 5 years

Australian Equity Composite vs. S&P / ASX 300 Accumulation Index + + + +

Canadian Equity Composite vs. TSE Total Return Index – + + +

Emerging Equity Composite vs. Emerging Markets Equity Index + – – +

Global Equity Composite vs. MSCI World Equity (Free) Index + + + +

Pan European Composite vs. MSCI Europe Free Index + + – +

Swiss Equity Composite vs. SPI (Total Return) Index + + + +

US Large Cap Equity Composite vs. Russell 1000 Index – – – +

Global Equity Ex-US Growth Composite vs. MSCI EAFE (Free) Index + – + +

US Large Cap Select Growth Equity Composite vs. Russell 1000 Growth Index + + + + 1

EUR Aggregate Bonds Composite vs. Barclays Capital Euro Aggregate 500mio+ Index – – – –

Global Bond Composite vs. Citigroup World Government Bond Index + + – –

Global Securities Composite vs. Global Securities Markets Index – – – –

Global Real Estate Securities composite (hedged in CHF)
vs. FTSE EPRA / NAREIT Developed Index (hedged in CHF) / reference index 2 + + – – 2

(+) above benchmark; (–) under benchmark; (=) equal to benchmark. All are before the deduction of investment management fees. Global composites are stated in USD terms; all others are in appropriate 
local currencies (unless otherwise stated). A composite is an aggregation of one or more portfolios in a single group that is representative of a particular strategy, style, or objective. The composite is the 
asset-weighted average of the performance results of all the portfolios it holds. Global Asset Management has been verified as compliant with the Global Investment Performance Standards by Ernst & 
Young on a firm-wide basis to 31 December 2006. Disclosures are available on request.

1 Performance data for 5 years is for UBS AG, NY Branch Large Cap Select Growth Composite, which is managed in a substantially similar manner to the US Large Cap Select Growth Equity Composite.   
2 Prior to 2004, the reference index is the GPR General Index Europe (total return in CHF, unhedged) and thereafter it is linked to the benchmark FTSE EPRA / NAREIT Global Real Estate Index (total return, hedged 
into CHF) to calculate 5-year returns. Reference index returns are provided for reference purposes only. From 31 March 2004 to 30 September 2005 returns for the FTSE EPRA / NAREIT Global Real Estate Index 
hedged into Swiss francs are based on published data. Currency translation and hedging into Swiss francs are calculated internally. Thereafter, UBS has contracted with FTSE, the index provider, to provide on a 
customized request basis Swiss franc hedged returns for the FTSE EPRA / NAREIT Global Real Estate Index. On 23 March 2009 the same index changed its name to FTSE EPRA / NAREIT Developed Index.
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Investment Bank

Business division reporting
As of or for the quarter ended % change from

CHF million, except where indicated 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Investment banking 304 528 557 (42) (45)

Advisory revenues 215 348 376 (38) (43)

Capital market revenues 482 374 279 29 73

Equities 264 233 108 13 144

Fixed income, currencies and commodities 218 142 171 54 27

Other fee income and risk management (393) (195) (98) (102) (301)

Sales and Trading (599) (3,489) (16,965) 83 96

Equities 1,371 231 2,048 494 (33)

Fixed income, currencies and commodities (1,970) (3,720) (19,013) 47 90

Total income (295) (2,961) (16,408) 90 98

Credit loss (expense) / recovery 1 (1,017) (1,939) (308) (48) 230

Total operating income excluding own credit (1,312) (4,900) (16,716) 73 92

Own credit 2 651 (1,616) 1,920 (66)

Total operating income as reported (661) (6,516) (14,796) 90 96

Personnel expenses 1,185 293 2,034 304 (42)

General and administrative expenses 639 858 1,116 (26) (43)

Services (to) / from other business units 195 309 192 (37) 2

Depreciation of property and equipment 42 100 51 (58) (18)

Impairment of goodwill 421 0 0

Amortization of intangible assets 19 20 22 (5) (14)

Total operating expenses 2,501 1,580 3,415 58 (27)

Business division performance before tax (3,162) (8,096) (18,211) 61 83

Key performance indicators

Pre-tax profit growth (%) 3 N/A N/A N/A

Cost / income ratio (%) 4, 5 N/A N/A N/A

Return on attributed equity (RoaE) (%) 6 (45.2) (128.2) (260.2)

Return on assets, gross (%) 7 0.1 (1.2) (3.0)

Average VaR (10-day, 99% confidence, 5 years of historical data) 8 433 438 306 (1) 42

Additional information

Total assets (CHF billion) 9 1,535.3 1,680.3 1,891.1 (9) (19)

Average attributed equity (CHF billion) 10 28.0 26.0 28.0 8 0

BIS risk-weighted assets (CHF billion) 184.5 195.8 225.2 (6) (18)

Return on risk-weighted assets, gross (%) 11 0.7 (10.0) (25.7)

Goodwill and intangible assets (CHF billion) 4.4 4.6 4.9 (4) (10)

Compensation ratio (%) 12, 5 N/A N/A N/A

Impaired lending portfolio as a % of total lending portfolio, gross 6.3 3.6 0.3

Personnel (full-time equivalents) 16,466 17,171 21,170 (4) (22)

1 Includes CHF 1,329 million for 4Q08 and CHF 565 million for 1Q09 in credit losses from impairment charges on reclassified financial instruments.  2 Represents own credit changes of financial liabili-
ties designated at fair value through profit or loss. The life-to-date own credit gain for such debt held at 31 March 2009 amounts to CHF 3,767 million. This gain has reduced the fair value of financial 
liabilities designated at fair value through profit or loss recognized on UBS’s balance sheet. Refer to “Note 11 Fair value of financial instruments” in the financial statements of this report for more infor-
mation.  3 Change of business division performance before tax between current and comparison periods / business division performance before tax of comparison period. Not meaningful if either the 
current period or the comparison period is a loss period.  4 Operating expenses / operating income before credit loss (expense) / recovery.  5 Neither the cost / income nor the compensation ratio are 
meaningful due to  negative revenues in the Investment Bank.  6 Year-to-date business division performance before tax (annualized as applicable) / attributed equity (year-to-date average).  7 Operating 
income before credit loss (expense) / recovery on a year-to-date basis (annualized as applicable) / assets (year-to-date average).  8 Regulatory VaR. In third quarter 2008 UBS changed from internal 
management VaR to  regulatory VaR as the basis for external disclosure.  9 Based on third-party view, i. e. without intercompany balances.  10 Refer to the discussion of the equity attribution framework 
in the “Capital management” section of this report.  11 Operating income before credit loss (expense) / recovery on a year-to-date basis (annualized as applicable) / BIS RWA (year-to-date aver-
age).  12 Personnel  expenses / income.
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Results: 1Q09 vs 4Q08

The pre-tax result was negative CHF 3,162 million compared 
with negative CHF 8,096 million. The change was mainly at-
tributable to reduced losses on risk positions from businesses 
now exited or in the process of being exited and improved 
performance in the equities business and the rates and 
emerging markets businesses within the fixed income, cur-
rencies and commodities (FICC) business area. This was part-
ly offset by higher operating expenses.

Operating income
Total operating income was negative CHF 661 million compared 
with negative CHF 6,516 million. This change was mainly due to 
lower trading losses in the fixed income, currencies and com-
midities (FICC) business area as well as improved performance in 
the equities business area and the rates and emerging markets 
businesses within FICC. Credit valuation adjustments against 
credit default protection from monolines totaled CHF 1.9 billion 
in first quarter 2009. The Investment Bank continued to reduce 
risk in businesses it is exiting and, as a result, experienced losses 
on disposals. Lower marks and credit valuation adjustments also 
contributed to losses in the quarter. Trading losses were also 
incurred in the management of counterparty risk in over-the-
counter (OTC) derivatives portfolios. First quarter 2009 included 
losses related to ARS purchase commitments (CHF 0.3 billion) 
and price adjustments on positions transferred to the SNB Stab-
Fund (CHF 0.2 billion).

Credit loss expenses
Credit loss expenses in first quarter 2009 were CHF 1,017 
million, of which CHF 828 million related to loan positions 
which were entered into with the intent to syndicate or 
distribute but where the syndication or distribution markets 
became illiquid. CHF 742 million of these credit loss ex-
penses related to four loan positions. In fourth quarter 
2008, credit loss expenses were CHF 1,939 million, of 
which CHF 1,329 million related to reclassified positions. 
Refer to the “Risk management and control” and “Risk cat-
egories” sections of this report for more information on 
exposure to leveraged finance commitments, credit loss ex-
penses and credit risk.

Own credit
Own credit gains of CHF 651 million were recorded, com-
pared with negative CHF 1,616 million (refer to “Note 11 
Fair value of financial instruments” in the financial state-
ments of this report for more information on own credit).

Operating income by segment

Investment banking
Total revenues declined 42% to CHF 304 million from CHF 
528 million. Advisory revenues were down 38% to CHF 215 

million, as activity was affected by continued volatility in the 
capital markets and a slowdown in advisory activity. Capital 
markets revenues were up 29% to CHF 482 million with a 
13% increase in equity capital markets revenues driven by sev-
eral large capital raisings and a 54% increase in debt capital 
markets revenues mainly as a result of increased issuance. 
Other fee income and risk management revenues were nega-
tive CHF 393 million in comparison with negative CHF 195 
million. This change was mainly due to losses incurred on rela-
tionship lending facilities in first quarter 2009; fourth quarter 
2008 also included a share of the Investment Bank’s gain on 
the sale of UBS’s stake in Bank of China of CHF 111 million.

Sales and trading
Total sales and trading revenues for equities and FICC were 
negative CHF 599 million, compared with negative CHF 
3,489 million.

Equities
In first quarter 2009, equities reported positive revenues in 
all equity trading businesses and the overall total increased 
to CHF 1,371 million from CHF 231 million. A decline in 
cash equities revenues was driven by decreased commission 
revenues from lower volumes through the quarter. Deriva-
tives revenues increased across all geographical regions, 
with significant improvements seen in Asia Pacific and Eu-
rope, Middle East & Africa. Equity-linked revenues improved 
primarily due to better trading conditions in equity-linked 
markets and increased valuations. Prime brokerage services 
revenues declined marginally as financing revenues fell due 
to reduced average balances, fewer financing days in the 
first quarter and lower stock lending revenues. Exchange-
traded derivatives revenues decreased due to reduced trad-
ing volumes impacting commissions. Proprietary revenues 
increased overall.

Fixed income, currencies and commodities
FICC revenues were negative CHF 1,970 million compared 
with negative CHF 3,720 million.

Credit valuation adjustments against credit default pro-
tection from monolines totaled CHF 1.9 billion in first quar-
ter 2009. The Investment Bank continued to reduce risk in 
businesses it is exiting and, as a result, experienced losses on 
disposals. Lower marks and credit valuation adjustments also 
contributed to losses in the quarter. Trading losses were also 
incurred in the management of counterparty risk in over-the-
counter (OTC) derivatives portfolios. In addition, first quarter 
2009 included losses related to ARS purchase commitments 
(CHF 0.3 billion); these do not constitute impairment charg-
es on ARS positions held by the Investment Bank. The SNB 
transaction contributed CHF 0.2 billion of losses due to price 
adjustments for positions transferred to the SNB StabFund 
(refer to the “Recent developments” section of this report 
for more information on the SNB transaction).

Investment Bank 
5 May 2009
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Revenues from foreign exchange and money markets 
 remained strong following good sales and trading perfor-
mance in all businesses, building on the 15.8% market share 
achieved in 2008 (Euromoney FX poll 2008). The rates busi-
ness recorded an improvement in revenues across all product 
segments driven by strong sales and trading performance 
due to high volatility, wider spreads and increased customer 
flow. Emerging markets saw strong client activity in govern-
ment bonds and rates, especially in Eastern Europe, the 
 Middle East & Africa. Credit recorded positive results, includ-
ing good results from credit flow sales and trading and from 
primary investment grade issues especially in Europe.

Operating expenses
Total operating expenses were CHF 2,501 million compared 
with CHF 1,580 million. The increase was driven by personnel 
costs of CHF 1,185 million compared with the historically low 
level of CHF 293 million in fourth quarter 2008 when accruals 
made in the first nine months of 2008 for performance-based 
compensation were partially reversed. Personnel expenses for 
first quarter 2009 also included CHF 174 million of severance 
costs associated with staff reductions in first quarter 2009. 
General and administrative expenses  declined 26% to CHF 
639 million. A significant  reduction in occupancy costs reflect-
ed mainly real estate restructuring charges recorded in fourth 
quarter 2008. In addition, first quarter 2009 saw reductions in 
 administrative expenses and travel and entertainment. A 
goodwill impairment charge of CHF 421 million related to the 
announced sale of UBS Pactual was recorded in first quarter 
2009 (refer to the “Recent developments” section of this re-
port for more information about this transaction).

Results: 1Q09 vs 1Q08

The pre-tax result was negative CHF 3,162 million compared 
with negative CHF 18,211 million. The change was mainly 
due to reduced losses on risk positions from businesses now 
exited or in the process of being exited within the FICC busi-
ness area. Total operating income was negative CHF 661 mil-
lion compared with negative CHF 14,796 million, mainly due 
to the lower losses on risk positions from businesses now 
exited or in the process of being exited. Investment banking 
and equities revenues were down from the same quarter last 
year, mainly due to lower market activity. Total operating ex-
penses decreased 27% to CHF 2,501 million from CHF 3,415 
million, mainly due to lower personnel expenses and reduced 
general and administrative expenses, partly offset by the 
goodwill impairment charge related to the announced sale 
of UBS Pactual.

Personnel

The Investment Bank employed 16,466 personnel on 
31 March 2009, with the 4% decrease from the prior 

quarter-end spread across all businesses and support func-
tions.

Investment banking: market share and  
transaction information

According to data from Dealogic, UBS ended first quarter 
2009 with a market share of the global fee pool of 5.8% 
compared with 4.8% in first quarter 2008, improving its 
rank to fourth from fifth. Total first quarter 2009 revenues 
were CHF 304 million, compared with CHF 557 million in the 
same period last year.

Worldwide advisory and mergers and acquisitions
Thomson Reuters reported that the volume of worldwide 
mergers and acquisitions announced in first quarter 2009 de-
clined 29% compared with the same period in 2008, report-
ing deal volumes of USD 473 billion compared with USD 669 
billion. UBS Investment Bank advised on a total of 54 transac-
tions globally during first quarter 2009, re presenting USD 93 
billion of deal volume, maintaining a rank of eighth. First 
quarter 2009 revenues were CHF 215 million, compared with 
CHF 376 million in the same period last year. Key UBS transac-
tions for first quarter 2009 included:
– Financial advisor to Lloyds Banking Group in relation 

to Lloyds’ participation in the asset protection scheme 
outlined by HM Treasury in relation to GBP 260 billion 
of insured assets; GBP 15.6 billion B share capital rais-
ing; and the replacement of GBP 4.0 billion of preference 
shares held by HM Treasury with new ordinary shares.

– Financial advisor to Assicurazioni Generali on the reorga-
nization of its Italian operations, including its EUR 1.8 bil-
lion merger with Alleanza Assicurazioni.

– Sole financial advisor to Vodafone on the merger of Voda-
fone Australia with Hutchison 3G Australia.

Equity underwriting
Global deal volume for equity capital markets decreased 
44% in first quarter 2009 compared with first quarter 
2008, according to Dealogic. For the same comparative 
 period UBS’s global equity capital markets deal volume 
 increased 21% to USD 9 billion (in first quarter 2009) and 
significantly outperformed competitors. UBS was ranked 
second (up from fifth) overall for equity underwriting glob-
ally with a market share of deal volumes of 12.5% (up 
from 5.8%). First quarter 2009 revenues were CHF 264 
million, compared with CHF 108 million in the same period 
last year. Key UBS transactions for first quarter 2009 in-
cluded:
– Lead underwriter on the USD 2.8 billion fully underwrit-

ten one-for-two renounceable rights issue for DBS Group 
Holdings Limited, Singapore’s largest bank.

– Joint underwriter on the USD 1.1 billion renounceable 
“floating strike” rights issue for Shinhan Financial Group, 
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market share of 3.5%, down from 5.6% in first quarter 2008. 
First quarter 2009 revenues were CHF 218 million compared 
with CHF 171 million in the same period last year. Key UBS 
transactions for first quarter 2009 included:
– Joint bookrunner on a USD 2.4 billion multi-tranche bond 

offering for Eli Lilly, USA, the first transaction UBS has led 
for Eli Lilly since 2003.

– Joint bookrunner on a USD 3.0 billion dual tranche bond 
offering for the Republic of Indonesia, the largest USD 
bond deal ever out of South East Asia.

– Joint lead arranger on a USD 22.5 billion bridge financing 
for Pfizer in support of its bid for Wyeth.

the second largest banking institution in South Korea by 
market capitalization.

– Joint sponsor, joint global coordinator and joint book-
runner on a EUR 1.3 billion rights issue for CRH plc.

Fixed income underwriting
Issuance volumes for global debt capital markets increased 
37% in first quarter 2009 compared with the same period in 
2008, according to Dealogic. UBS saw a 15% decrease in 
transaction volume, participating in 283 transactions with a 
total value of USD 58 billion. UBS was ranked twelfth (down 
from sixth) overall for debt capital markets globally with a 

Investment Bank 
5 May 2009
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Corporate Center

Corporate Center reporting

As of or for the quarter ended % change from

CHF million, except where indicated 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Total operating income 827 (3,250) 4,122 (80)

Personnel expenses 257 161 301 60 (15)

General and administrative expenses 269 421 282 (36) (5)

Services (to) / from other business units (464) (560) (485) 17 4

Depreciation of property and equipment 145 217 163 (33) (11)

Amortization of intangible assets 0 0 0

Total operating expenses 1 206 239 261 (14) (21)

Performance from continuing operations before tax 621 (3,489) 3,861 (84)

Performance from discontinued operations before tax 11 19 120 (42) (91)

Performance before tax 631 (3,470) 3,981 (84)

Contribution from private equity

Total operating income (8) (12) 31 33

Total operating expenses 0 (2) 55 100 (100)

Operating profit from continuing operations before tax (8) (11) (24) 27 67

Profit from discontinued operations before tax 11 19 120 (42) (91)

Additional information

BIS risk-weighted assets (CHF billion) 7.4 8.8 14.2 (16) (48)

Personnel (full-time equivalents) 7,253 7,226 7,118 0 2

Personnel for Operational Corporate Center (full-time equivalents) 1,477 1,513 1,545 (2) (4)

Personnel for ITI (full-time equivalents) 4,093 4,066 4,290 1 (5)

Personnel for Group Offshoring (full-time equivalents) 1,682 1,646 1,283 2 31

1 Includes expenses for the Company Secretary, Board of Directors and Group Internal Audit.
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Results: 1Q09 vs 4Q08

The Corporate Center’s pre-tax result from continuing op-
erations increased to a profit of CHF 621 million compared 
with a loss of CHF 3,489 million. This change is attribut-
able to the inclusion in the prior quarter of a charge of 
CHF 4,118 million resulting from UBS’s transaction with 
the Swiss National Bank (SNB) compared with a charge of 
CHF 302 million in first quarter 2009. The impact of the 
mandatory convertible notes (MCNs) issued on 9 Decem-
ber 2008 was positive CHF 524 million in first quarter 2009 
compared with positive CHF 688 million in fourth quarter 
2008, largely due to revaluation of the call component of 
the MCNs. The call component will be re-valued each 
quarter and UBS expects to record a corresponding fluc-
tuation in the results of the Corporate Center. This fluctua-
tion is subject to the development and expected volatility 
of UBS’s share price and will continue until the conversion 
of the MCNs into UBS shares (at the 27 November 2008 
extraordinary general meeting, shareholders approved for 
this purpose the creation of conditional capital in a maxi-
mum amount of 365 million shares). Refer to the “Transac-
tion with the Swiss National Bank” sidebar in UBS’s annual 
report for 2008 for more information. Furthermore, first 
quarter 2009 results include a gain of CHF 304 million on 
the buy back of subordinated debt, partly offset by inter-
nal funding-related interest charges.

Operating income
Total operating income increased to positive CHF 827 million 
from negative CHF 3,250 million, largely driven by the im-
pact from the abovementioned SNB transaction and MCN 
placements. First quarter operating income also benefited 
from a gain of CHF 304 million on UBS’s buyback of subor-
dinated debt and higher interest income from the manage-
ment of non-trading interest rate exposures due to the fur-
ther decline of short-term interest rates, though these were 
partly offset by internal funding-related interest charges. 

Operating expenses
Total operating expenses decreased 14%, or CHF 33 million, 
to CHF 206 million. Personnel expenses increased 60% to 
CHF 257 million compared with fourth quarter 2008 when 
accruals made in the first nine months of 2008 for perfor-
mance-based compensation were partly reversed. General 
and administrative expenses decreased to CHF 269 million 
from CHF 421 million, mainly because the previous quarter 
included real estate restructuring provisions and due to reduc-
tions in sponsoring and advertising costs as well as consul-
tancy fees. Charges to other businesses decreased by CHF 96 
million to CHF 464 million reflecting declined recharges as the 
prior quarter was impacted by data center restructuring provi-
sions. Depreciation decreased 33% to CHF 145 million; fourth 
quarter 2008 depreciation expenses were mainly impacted by 
the abovementioned data center restructuring provisions.

Results: 1Q09 vs 1Q08

The pre-tax profit from continuing operations declined 84% to 
CHF 621 million from CHF 3,861 million. Total operating in-
come decreased 80% to CHF 827 million, primarily due to the 
gain recorded in first quarter 2008 in relation to the account-
ing treatment of the issuance of the MCNs issued on 5 March 
2008. Total operating expenses declined 21% to CHF 206 mil-
lion, mainly due to lower performance-based compensation 
accruals as well as lower advertising and sponsoring costs.

Personnel

The Corporate Center had 7,253 employees on 31 March 
2009, an increase of 27 employees from 31 December 2008 
mainly driven by a transfer of 53 personnel into IT Infrastruc-
ture from Wealth Management & Swiss Bank and an in-
crease of 36 employees in Group Offshoring. These increases 
have been partly offset by reductions of 36 personnel in 
 Operational Corporate Center and 26 personnel in IT Infra-
structure following cost-saving initiatives.
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Summary of key developments in first quarter 2009

UBS experienced further significant losses on its risk posi-
tions. These losses resulted primarily from credit valuation 
adjustments taken against credit default protection from 
monoline insurers and credit losses on loan positions which 
had previously been entered into with the intent to syndicate 
or distribute. Trading losses were also incurred in the man-
agement of counterparty risk in over-the-counter (OTC) de-
rivatives portfolios and in businesses that are either being 
exited or significantly downsized. Exposures to emerging 
markets are being significantly reduced with the sale of UBS 
Pactual announced in April 2009.

Risk reduction, primarily in businesses that have been ex-
ited or downsized, will remain a priority for UBS. 

Risk concentrations

A concentration of risk exists where: (i) a position or group 
of positions in financial instruments is affected by changes in 
the same risk factor or group of correlated factors; and (ii) 
the exposure could, in the event of a large but plausible ad-
verse development, result in significant losses.

The identification of risk concentrations requires judg-
ment because potential future developments cannot be 
predicted and may vary from period to period. In determin-
ing whether a concentration of risk exists, UBS considers a 
number of elements, both individually and in the aggre-
gate. These elements include: the shared characteristics of 
the instruments; the size of the position or group of posi-
tions; the sensitivity of the position to changes in risk fac-
tors and the volatility and correlations of those factors. Also 
important in this assessment is the liquidity of the markets 
in which the instruments are traded and the availability and 
effectiveness of hedges or other potential risk mitigants. 
The value of a hedge instrument may not always move in 
line with the position being hedged, which is referred to as 
basis risk.

If a risk concentration is identified, it is assessed to deter-
mine whether it should be reduced or mitigated, and the 
available means to do so are also evaluated. Identified risk 
concentrations are subject to increased monitoring.

Identified risk concentrations

Based on UBS’s assessment of its portfolios and asset classes 
with potential for material loss in a stress scenario relevant to 
the current environment, the firm believes the various expo-
sures shown below can be considered risk concentrations 
according to the abovementioned definition.

It is possible that material losses could occur on asset 
classes, positions and hedges other than those disclosed in 
this section of this report, particularly if the correlations that 
emerge in a stressed environment differ adversely from those 
anticipated by UBS.

UBS is exposed to price risk, basis risk, credit spread risk 
and default risk, other idiosyncratic and correlation risks on 
both equities and fixed income inventories, and particularly 
on fixed income inventories relating to businesses that are 
either being exited or significantly downsized. The firm also 
has lending, counterparty and country risk exposures that 
could sustain significant losses if the current economic con-
ditions were to persist or worsen. Refer to the “Market risk”, 
“Credit risk” and “Operational risk” sections of this report 
for more information on the risk categories to which UBS is 
exposed.

UBS has also bought and may continue to buy securities 
and units of funds that it has sold to clients. Such purchases, 
especially of illiquid assets such as interests in hedge funds, 
could create a significant risk exposure for UBS.

Exposure to monoline insurers
The vast majority of UBS’s direct exposure to monoline insur-
ers arises from OTC derivative contracts, mainly credit de-
fault swaps (CDSs), purchased to hedge specific positions. 
On 31 March 2009, the total fair value of CDS protection 
purchased from monoline insurers against these positions 
was USD 4.5 billion after cumulative credit valuation adjust-
ments (CVAs) of USD 7.8 billion. Of these totals, USD 2.1 
billion represents the fair value of CDSs bought as protection 
for US RMBS CDOs, after cumulative credit valuation adjust-
ments of USD 4.8 billion.

Exposure under CDS contracts to monoline insurers is cal-
culated as the sum of the fair values of individual CDSs after 
credit valuation adjustments. This, in turn, depends on the 
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valuation of the instruments against which protection has 
been bought. A positive fair value, or a valuation gain, on 
the CDS is recognized if the fair value of the instrument it is 
intended to hedge decreases. CVA increases are driven by 
increases in CDS fair value and the widening of monoline 
credit spreads. Refer to “Note 11 Fair value of financial in-
struments” in the financial statements of this report for more 
information on CVA valuation and sensitivities.

Following an announced restructuring by a monoline in-
surer in first quarter 2009, spreads widened significantly and 
lower recovery rates were observed in the market.

The table below shows the CDS protection bought from 
monoline insurers to hedge specific positions. It illustrates the 
notional amounts of the protection held, the fair value of the 
underlying instruments and the fair value of the CDS both pri-
or to and after credit valuation adjustments taken for these 
contracts. The reduction in the aggregate notional amounts 
between 31 December 2008 and 31 March 2009 reflects the 
impact of commuting trades with a monoline insurer during 
the quarter. The net increase in CVA over the period incorpo-

rates additional CVA taken of approximately USD 1.7 billion 
less the elimination of CVA on the commuted trades.

Other than credit protection bought on the positions 
 detailed in the table below, UBS held direct derivative ex-
posure to monolines of USD 339 million after CVAs of 
USD 443 million.

Exposure to leveraged finance commitments
UBS defines a leveraged finance commitment as a loan com-
mitment that was entered into with the intent to syndicate or 
distribute and has been assigned an internal credit rating 
which corresponds with an external corporate credit rating of 
BB– or worse at the time of reporting. The net exposure to 
leveraged finance commitments held by UBS was USD 3,260 
million at 31 March 2009, of which USD 3,075 million was 
funded. The net exposure to leveraged finance commitments 
at 31 December 2008 was USD 4,009 million, of which USD 
3,161 million was funded. The decrease in exposure in first 
quarter 2009 resulted from impairment charges and trading 
losses of USD 442 million in addition to sales. 

Exposure to monoline insurers, by rating 1

USD million 31.3.09

Notional amount 3
Fair value of 

underlying CDOs 4

Fair value of CDSs 
prior to credit 

valuation 
adjustment 5

Credit valuation 
adjustment as of 

31.3.09

Fair value of CDSs 
after credit 

valuation 
adjustment

Column 1 Column 2 Column 3 (=1–2) Column 4 Column 5 (= 3–4)

Credit protection on US RMBS CDOs 2 7,979 1,080 6,899 4,751 2,148

of which: from monolines rated investment grade 
(BBB and above) 3,999 373 3,626 2,028 1,598

on US sub-prime residential mortgage-backed securities (RMBS) 
CDOs high grade 3,978 365 3,613 2,020 1,592

on US sub-prime RMBS CDOs mezzanine 0 0 0 0 0

on other US RMBS CDOs 21 8 13 8 6

of which: from monolines rated sub-investment grade 
(BB and below) 3,980 707 3,273 2,723 550

on US sub-prime residential mortgage-backed securities (RMBS) 
CDOs high grade 2,227 202 2,025 1,768 257

on US sub-prime RMBS CDOs mezzanine 0 0 0 0 0

on other US RMBS CDOs 1,753 505 1,248 955 294

Credit protection on other assets 2 12,370 6,895 5,476 3,085 2,390

of which: from monolines rated investment grade 
(BBB and above) 4,021 2,523 1,499 819 680

of which: from monolines rated sub-investment grade 
(BB and below) 8,349 4,372 3,977 2,266 1,711

Total 31.3.09 20,350 7,975 12,375 7,836 4,539

Total 31.12.08 21,535 9,204 12,329 6,994 5,335

1 Excludes the benefit of credit protection purchased from unrelated third parties.  2 Categorization based on the lowest insurance financial strength rating assigned by external rating agencies.   
3 Represents gross notional amount of credit default swaps (CDSs) purchased as credit protection.  4 Collateralized debt obligations (CDOs).  5 Credit default swaps (CDSs).
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Exposure to auction rate securities

Auction rate securities held  
by the Investment Bank
UBS’s inventory of US auction rate 
securities (ARS) increased from USD 
12.8 billion at the end of fourth 
quarter 2008 to USD 16.6 billion at 
the end of first quarter 2009 as a 
result of the repurchase of approxi-
mately USD 5.1 billion of client 
holdings (see below for more informa-
tion), which was partially offset by 
redemptions and debt restructuring 
initiatives by the issuers of ARS and US 
auction preferred securities (APS). 
On 31 March 2009, UBS had student 
loan ARS positions with a carrying 
value totaling USD 10.9 billion. The 
majority of the collateral backing 
student loan ARS is backed by Federal 
Family Education Loan Program (FFELP) 
collateral which is reinsured by the US 
Department of Education for no less 
than 97% of principal and interest. 
Approximately 70% of the securities in 
UBS’s student loan ARS portfolio were 
backed by FFELP guaranteed collateral. 
All student loan ARS positions held by 
UBS are subject to an impairment test 

which includes a detailed review of  
the quality of the underlying collateral. 
UBS did not incur any impairment 
charges on its inventory of student 
loan ARS in first quarter 2009. 
At the end of the first quarter, UBS 
had US municipal ARS positions 
totaling USD 1.4 billion and positions 
in APS of USD 4.4 billion. 

Maximum exposure to client 
auction rate securities
UBS has committed to restore liquidity 
to client holdings of ARS. This 
commitment is in line with previously 
announced agreements in principle 
with various US regulatory agencies, 
and the final settlements entered into 
with the Massachusetts Securities 
Division, the Securities and Exchange 
Commission, and the New York 
Attorney General. The table below 
shows the maximum repurchase 
amount at par of ARS required by the 
regulatory settlements, which would 
occur over various time periods 
between 31 October 2008 and 2 July 
2012 according to client type and 

security. The maximum required 
repurchase amount may decline over 
time as issuers refinance their debt 
obligations and UBS works with 
issuers, industry peers and US 
government officials on restructuring 
initiatives and redemption opportu-
nities.
Approximately 89% of the USD 8.7 
billion student loan ARS held by clients 
are backed by FFELP guaranteed collat-
eral. Following the launch of the 
second buyback period for private 
clients on 2 January 2009, UBS 
repurchased approximately USD 3.0 
billion of US student loan ARS, USD 
1.1 billion of US municipal ARS and 
USD 1.0 billion of US taxable APS in 
first quarter 2009.
In first quarter 2009, the inventory of 
ARS purchased from clients and the 
client ARS purchase commitment were 
transferred from Wealth Management 
Americas to the Investment Bank.  
From first quarter 2009, any profit or 
loss impact from this commitment is 
reported as trading income within the 
Investment Bank.

Auction rate securities inventory

USD million
Net exposures 

as of 31.3.09 
Net exposures 
as of 31.12.08 

US student loan auction rate securities 10,855 8,362

US municipal auction rate securities 1,359 451

US taxable auction preferred securities 1,461 782

US tax-exempt auction preferred securities 2,892 3,167

Total 16,567 12,763

Client holdings: auction rate securities

Buyback period

Par value of 
maximum required 

purchase as of 
31.12.08

Par value of 
maximum required 

purchase as of 
31.3.09

Remaining unpurchased  
holdings of private clients

Holdings of 
institutional  

clients

USD million
31.10.08 
to 4.1.11

2.1.09  
to 4.1.11

30.6.10  
to 2.7.12

US student loan auction rate securities 11,775 8,735 21 244 8,470

US municipal auction rate securities 2,041 605 43 325 237

US taxable auction preferred securities 1,659 481 71 146 264

US tax-exempt auction preferred securities 64 36 36 – –

Total 15,539 9,857 171 715 8,971
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Risk categories
Credit risk

Credit risk is the risk of loss resulting from the failure of a cli-
ent or counterparty to meet its contractual obligations. It 
arises on traditional banking products, such as loans and 
commitments, as well as derivatives and similar transactions. 
A form of credit risk also arises on securities and other obli-
gations in tradable form when expectations about their 
probability of default change, affecting their fair value. 
Where these instruments are held in connection with a trad-
ing activity, UBS views the risk as a market risk. 

Credit loss expenses
UBS recorded a credit loss expense of CHF 1,135 million in 
first quarter 2009, compared with 2,310 million in fourth 
quarter 2008.

In the Investment Bank, credit loss expenses in first quarter 
2009 were CHF 1,017 million, of which CHF 828 million re-
lated to loan positions which were entered into with the intent 
to syndicate or distribute but where the syndication or distribu-
tion markets became illiquid. CHF 742 million of these credit 
loss expenses related to four loan positions. In fourth quarter 
2008, credit loss expenses were CHF 1,939 million, of which 
CHF 1,329 million related to reclassified positions.

Wealth Management & Swiss Bank reported credit loss 
expenses of CHF 119 million in first quarter 2009, approxi-
mately one-third of which was due to forced liquidations of 
collateral held against lombard loans and the remaining two-
thirds resulted from a rise in credit losses from exposures to 
small and medium-sized companies. This compared with 
CHF 354 million in the prior quarter.

Gross lending portfolio and impairments
UBS’s gross lending portfolio was CHF 405 billion on 
31 March 2009, down from CHF 408 billion on 31 Decem-
ber 2008.

The gross lending portfolio in the Investment Bank was 
CHF 176 billion at the end of first quarter 2009, up from 
CHF 169 billion on 31 December 2008, mainly due to the 
transfer of approximately CHF 10 billion of US auction rate 
securities positions from Wealth Management Americas to 
the Investment Bank. The Investment Bank held CHF 3.6 bil-
lion of commercial real estate positions and CHF 7.3 billion 
of monoline protected assets in its lending portfolio follow-
ing their reclassification from “Held-for-trading” to “Loans 
and receivables” in fourth quarter 2008. The exposures re-
lated to monoline protected assets are included in the re-
spective asset class disclosure in the “Risk concentrations” 
section of this report.

In Wealth Management & Swiss Bank, the gross lending 
portfolio was CHF 206 billion on 31 March 2009, compared 
with CHF 212 billion at the previous quarter-end, as client 
deleveraging continued in the lombard lending business. 

UBS actively manages the credit risk in its portfolios by 
taking collateral against exposures and utilizing credit hedg-
ing with the aim of reducing concentrations in individual 
names, sectors and specific portfolios.

The level of the gross impaired lending portfolio of UBS 
was CHF 13.5 billion at the end of first quarter 2009, an in-
crease compared with CHF 9.1 billion at the prior quarter 
end. The ratio of the impaired lending portfolio to total gross 
lending portfolio increased to 3.3% on 31 March 2009, up 
from 2.2% on 31 December 2008. Excluding the impact of 
impairments on assets that were reclassified in fourth quarter 
2008, the ratio would have increased to 1.7% from 1.2%. 

The Investment Bank’s gross impaired lending portfolio in-
creased significantly to CHF 11.0 billion at the end of first 
quarter 2009 from CHF 6.1 billion at the prior quarter end. 
CHF 2.7 billion of this resulted from approximately CHF 60 mil-
lion of aggregate credit loss expense provisions primarily being 
taken against asset-backed securities that had been reclassi-
fied in fourth quarter 2008, which resulted in those assets 

Credit loss (expense) / recovery

Quarter ended % change from

CHF million 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Wealth Management & Swiss Bank (119) (354) (3) (66)

Wealth Management Americas 1 (16) 0

Investment Bank (452) (610) (308) (26) 47

Investment Bank – credit losses from reclassified  financial  instruments (565) (1,329) 0 (57)

UBS (1,135) (2,310) (311) (51) 265
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 being designated as impaired in first quarter 2009. A further 
CHF 2.2 billion  increase in impaired assets related to asset-
backed security warehouse financings and leveraged finance 
commitments which had not been successfully distributed. 
The credit quality of the Investment Bank lending portfolio is 
expected to be negatively impacted by further impairments 
and credit losses in the coming quarters as a result of the eco-
nomic downturn and continued weaknesses in credit markets.

The gross impaired lending portfolio of Wealth Manage-
ment & Swiss Bank decreased 16.1% in first quarter 2009 
compared with the sharp increase experienced in fourth 
quarter 2008. Although the overall credit quality of the port-
folio remained stable over the period, further impairments 
and credit losses are expected over the coming quarters as a 
consequence of the depressed economic environment in 
Switzerland.

Allowances and provisions for credit losses

CHF million
Wealth Management  

& Swiss Bank
Wealth Management 

Americas Investment Bank Others 1 UBS

As of 31.3.09 31.12.08 31.3.09 31.12.08 31.3.09 31.12.08 31.3.09 31.12.08 31.3.09 31.12.08

Due from banks 3,910 5,510 1,796 1,096 50,452 57,485 301 382 56,459 64,473

Loans 201,945 206,704 20,935 23,981 125,121 111,798 255 730 348,255 343,213

of which: related to reclassified assets 27,244 25,553 27,244 25,553

Total lending portfolio, gross 2 205,855 212,214 22,731 25,077 175,573 169,282 556 1,113 404,714 407,685

Allowances for credit losses (1,257) (1,169) (24) (25) (2,865) (1,733) 0 0 (4,146) (2,927)

of which: related to reclassified assets (1,979) (1,329) (1,979) (1,329)

Total lending portfolio, net 204,598 211,044 22,707 25,052 172,708 167,550 556 1,113 400,568 404,758

Impaired lending portfolio, gross 2,482 2,959 29 39 10,978 6,147 0 0 13,489 9,145

of which: related to reclassified assets 7,215 4,702 7,215 4,702

Estimated liquidation proceeds of  
collateral for impaired loans (959) (1,576) (3) (18) (6,278) (2,336) 0 0 (7,240) (3,930)

of which: related to reclassified assets (4,380) (1,461) (4,380) (1,461)

Impaired lending portfolio, net of collateral 1,523 1,383 26 21 4,700 3,811 0 0 6,249 5,215

Allocated allowances for impaired lending portfolio 1,225 1,146 24 25 2,865 1,733 0 0 4,114 2,904

Other allowances for lending portfolio 32 23 0 0 0 0 0 0 32 24

Total allowances for credit losses  
in lending portfolio 1,257 1,169 24 25 2,865 1,733 0 0 4,146 2,927

Allowances and provisions for credit losses 
outside of lending portfolio 34 24 0 0 50 119 0 0 84 143

Ratios

Allowances for lending portfolio as a % of  
total lending portfolio, gross 0.6 0.6 0.1 0.1 1.6 1.0 0.0 0.0 1.0 0.7

Impaired lending portfolio as a % of  
total lending portfolio, gross 1.2 1.4 0.1 0.2 6.3 3.6 0.0 0.0 3.3 2.2

Impaired lending portfolio excluding reclassified  
assets as a % of total lending portfolio, gross 
excluding reclassified assets 2.5 1.0 1.7 1.2

Allocated allowances as a % of  
impaired lending portfolio, gross 49.4 38.7 82.8 64.1 26.1 28.2 0.0 0.0 30.5 31.8

Allocated allowances as a % of impaired  
lending portfolio, net of collateral 80.4 82.9 92.3 119.0 61.0 45.5 0.0 0.0 65.8 55.7

1 Includes Global Asset Management and the Corporate Center.  2 Excludes loans designated at fair value.
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Update on BlackRock fund

As reported in second quarter 2008, 
UBS sold a portfolio of US RMBS for 
proceeds of USD 15 billion to the 
RMBS Opportunities Master Fund, LP 
(the “RMBS fund”), a special purpose 
entity managed by BlackRock, Inc. The 
RMBS fund was capitalized with 
approximately USD 3.75 billion in 
equity raised by BlackRock from third- 
party investors and an eight-year 
amortizing USD 11.25 billion senior 

secured loan provided by UBS. Refer to 
the “Sale of US real estate-related 
assets to BlackRock fund” sidebar in 
UBS’s financial report for second 
quarter 2008 for more information on 
this transaction.
Since its inception, the RMBS fund has 
amortized the loan through monthly 
payments which have slowed moder-
ately. As at 31 March 2009, the loan 
had a balance outstanding of USD 

8.6 billion. The RMBS fund is not 
consolidated in UBS’s financial 
statements. UBS continues to monitor 
the development of the RMBS fund’s 
performance and will reassess the 
consolidation status if deterioration of 
the underlying mortgage pools related 
to the RMBS indicates that UBS may 
not fully recover the loan granted to 
the RMBS fund.
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Market risk

Market risk is the risk of loss resulting from changes in mar-
ket variables of two broad types: general market risk fac-
tors and idiosyncratic components. General market risk fac-
tors include interest rates, exchange rates, equity market 
indices, commodity prices and general credit spreads. Idio-
syncratic components are specific to individual companies 
and affect the values of their securities and other obliga-
tions in tradable form, as well as derivatives referenced to 
those com panies.

Most of UBS’s market risk comes from the Investment 
Bank’s trading activities. Group Treasury, part of the Corpo-
rate Center, assumes foreign exchange and interest rate risk 
in connection with its balance sheet, profit and loss, and 
capital management responsibilities. The wealth and asset 
management operations of UBS take limited market risk in 
support of client business.

Value at Risk
Value at Risk (VaR) is a statistical measure of market risk, rep-
resenting a loss greater in absolute value than market risk 
losses realized over a set time period at an established prob-
ability. This assumes no change in the firm’s trading posi-
tions. The tables on the next page show this statistic cali-
brated to a 10-day horizon and a 99% probability, using five 
years of historical data. For UBS and the Investment Bank the 
tables also show VaR for a 1-day horizon and a 99% proba-
bility, using five years of historical data. 

For a variety of reasons, the actual realized market risk 
loss experience may differ from that implied by the VaR mea-
sures of the firm. For example, the historical period used in 
creating the VaR measure had fluctuations in market rates 
and prices that may differ from those in the future; the firm’s 
intra-period trading may mute or accentuate the losses; and 
the revenue consequences of a market move may differ from 
those implicitly assumed by the VaR model. All VaR measures 

are subject to these limitations to some extent and must be 
interpreted accordingly. UBS continues to review the perfor-
mance of its VaR implementation and will continue to en-
hance its VaR model in order to more accurately capture the 
relationships between the market risks associated with cer-
tain positions, as well as the revenue impact of large market 
movements for some trading positions.

As an essential complement to VaR, UBS runs macro stress 
scenarios bringing together various combinations of market 
moves to reflect the most common types of potential stress 
events, and more targeted stress tests for concentrated ex-
posures and vulnerable portfolios.

The Investment Bank’s internal management average 
VaR decreased from CHF 341 million in fourth quarter 2008 
to CHF 328 million in first quarter 2009. Internal manage-
ment VaR is dominated by exposures to credit spread risk, 
which is principally attributable to the management of 
counterparty risk in the OTC derivatives portfolios as well as 
risks in businesses that are being exited or significantly 
downsized. The risks embedded in these businesses have 
dictated that UBS must be circumspect in assigning risk 
 capacity to other businesses. Risks in the equity, foreign 
 exchange and rates businesses have been relatively low 
compared with historical levels. 

Investment bank regulatory VaR ended the quarter at 
CHF 403 million, down from CHF 485 million at the prior 
period end. Average Investment Bank regulatory VaR in the 
period was CHF 433 million, which was only slightly down 
from CHF 438 million in fourth quarter 2008. The main dif-
ference between regulatory VaR and internal management 
VaR in the period was the treatment of credit valuation ad-
justments (the estimated market value of protection required 
to hedge credit risk from counterparties in UBS’s over-the-
counter derivatives portfolio), which is excluded from regula-
tory VaR.

Regulatory and internal management VaR for UBS as a 
whole followed a similar pattern to the Investment Bank.
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UBS: Value at Risk (10-day, 99% confidence, five years of historical data)

Quarter ended 31.3.09 Quarter ended 31.12.08

CHF million Min. Max. Average 31.3.09 Min. Max. Average 31.12.08

Business divisions

Investment Bank 328 541 433 403 301 547 438 485

Wealth Management & Swiss Bank /  WM 
Americas 15 18 17 16 3 17 11 16

Global Asset Management 0 7 2 1 1 7 4 6

Corporate Center 3 64 14 18 4 80 33 10

Diversification effect 1 1 (41) (35) 1 1 (52) (25)

Total regulatory VaR 319 545 426 403 296 552 433 492

Diversification effect (%) (9%) (8%) (11%) (5%)

Management VaR 2 237 473 325 262 247 521 354 459

1 As the minimum and maximum occur on different days for different risk types, it is not meaningful to calculate a portfolio diversification effect.  2 Includes all positions subject to internal management 
VaR limits.

Investment Bank: Value at Risk (10-day, 99% confidence, five years of historical data)

Quarter ended 31.3.09 Quarter ended 31.12.08

CHF million Min. Max. Average 31.3.09 Min. Max. Average 31.12.08

Risk type

Equities 55 109 77 60 82 157 122 117

Interest rates (including credit spreads) 363 552 436 414 309 609 488 544

Foreign exchange 19 46 30 31 19 43 28 30

Energy, metals and commodities 14 25 19 17 14 28 20 22

Diversification effect 1 1 (129) (120) 1 1 (220) (229)

Total regulatory VaR 328 541 433 403 301 547 438 485

Diversification effect (%) (23%) (23%) (33%) (32%)

Management VaR 2 238 454 328 261 239 499 341 424

1 As the minimum and maximum occur on different days for different risk types, it is not meaningful to calculate a portfolio diversification effect.  2 Includes all positions subject to internal management 
VaR limits.

UBS: Value at Risk (1-day, 99% confidence, five years of historical data) 1

Quarter ended 31.3.09 Quarter ended 31.12.08

CHF million Min. Max. Average 31.3.09 Min. Max. Average 31.12.08

Investment Bank Regulatory VaR 2 111 167 132 135 101 193 140 162

Management VaR 3 84 159 104 102 101 167 133 160

UBS Regulatory VaR 2 112 170 133 128 105 195 141 163

Management VaR 3 86 166 107 98 103 169 133 159

1 10-day and 1-day Value at Risk (VaR) results are separately calculated from underlying positions and historical market moves. They cannot be inferred from each other.  2 Backtesting is based on 
regulatory capital VaR.  3 Includes all positions subject to internal management VaR limits.
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Backtesting
“Backtesting” compares 1-day regulatory VaR calculated 
on positions at the close of each business day with the rev-
enues arising on those positions on the following business 
day. These “backtesting revenues” exclude non-trading 
revenues, such as fees and commissions, and estimated 
revenues from intraday trading. A “backtesting exception” 
occurs when backtesting revenues are negative and the ab-
solute value of those revenues is greater than the previous 
day’s VaR. 

UBS experienced two backtesting exceptions in first quar-
ter 2009, down from 25 in the previous period. This was a 
result of improvements in risk representation in the VaR 

model as well as an update to the historical time series which 
captured the significantly increased market volatility experi-
enced in the second half of the fourth quarter. UBS will con-
tinue to work to improve its VaR model to better capture all 
relevant risks in its trading portfolio.

In the first histogram below, daily backtesting revenues 
are shown for the 12 months to 31 March 2009. In the sec-
ond histogram, the daily backtesting revenues are compared 
with the corresponding VaR over the same 12-month period 
for days when the backtesting revenues were negative. A 
positive result in this histogram represents a loss less than 
VaR, while a negative result represents a loss greater than 
VaR and therefore a backtesting exception.
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Investment Bank: analysis of negative 
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Operational risk

Operational risk is the risk of loss resulting from inadequate 
or failed internal processes, people and systems, or from ex-
ternal causes, whether deliberate, accidental or natural. Op-
erational risks are monitored and, to the extent possible, 
controlled and mitigated.

UBS recognizes that it cannot eliminate all operational 
risks and, even where possible, it may not always be cost-
effective to do so.

Many potential causes of loss are identified before the 
probability, timing or amounts of future costs are known with 
certainty. International Financial Reporting Standards (IFRS) 

require UBS to make provisions for present obligations due to 
past events, based on a best estimate of the liability, when it 
is probable that a payment will be required and where the 
amount can be reliably estimated, even if the amount to be 
paid has not been determined yet. This requires an exercise of 
judgment. Once UBS is able to quantify any potential opera-
tional risk with a reasonable degree of accuracy, the corre-
sponding provision is revised up or down.

UBS is also required to hold capital against operational 
risk, which is converted into a risk-weighted asset (RWA) 
equivalent. For more information on the development of 
RWA for operational risk, refer to the “Capital manage-
ment” section of this report.
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UBS defines liquidity as the ability to meet obligations as 
they come due and to provide funds for increases in assets 
without incurring unacceptable costs.

Market liquidity overview: first quarter 2009

During first quarter 2009, global financial markets showed 
some signs of improvement following the extreme levels of 
stress that had been seen during the last quarter of 2008, 
which at one stage had culminated in a near-paralysis of 
credit markets. Nevertheless, market liquidity remained frag-
ile throughout most of first quarter 2009. While market con-
ditions for wholesale funding initially improved in the first 
half of January, soon thereafter the general situation deterio-
rated once more following a series of disappointing earnings 
releases across the financial sector and as weak economic 
data indicated a broader deterioration of the global econo-
my. This kept the banking and wider financial sector under 
considerable pressure. Credit spreads of high-quality corpo-
rate bonds remained at historically high levels and some of 
the highest-rated sovereigns suffered downgrades of their 
credit ratings. Although the public term-debt markets also 
saw some improvement, with the sporadic issuance of new 
senior unsecured bonds, the supply of new issuances 
throughout first quarter remained dominated by govern-
ment-guaranteed bonds across various countries and cur-
rencies. With the continued financial market fragility com-
pounding a broader deterioration of the economies around 
the globe, many governments maintained their efforts to re-
inforce their financial systems with the continued provision 
of extraordinary liquidity facilities and announced new major 
stimulus packages to support their economies. 

Liquidity

UBS continuously tracks its liquidity position and asset / liabil-
ity profile. This involves monitoring its contractual and be-
havioral maturity profiles, projecting and modeling its liquid-
ity exposures under various stress scenarios and monitoring 
its secured funding capacity. The results are then factored 
into the overall contingency plans of UBS. The underlying as-
sumptions in the analysis encompass the characteristics that 
have emerged in the present market turmoil, such as contin-
ued risk aversion and dislocation in terms of money markets 
and market liquidity being limited to a very narrow range of 
asset classes. Despite the severity of the current market cri-
sis, the assumptions incorporated into UBS’s current stressed 
scenario analysis exceed the conditions that have thus far 
been experienced.

UBS has sought to preserve a prudent liquidity and fund-
ing profile and a balanced asset / liability profile throughout 
the current financial crisis. This has been possible due to the 
broad diversity of UBS’s funding sources, its contingency 
planning processes and its global scope. UBS has also contin-
ued to maintain its substantial multi-currency portfolio of 
unencumbered high-quality short-term assets. During March 
and early April 2009, the completion of the transfer of posi-
tions to the SNB StabFund reduced UBS’s funding require-
ment by approximately USD 14 billion. 

While UBS, like many other major financial institutions, 
has experienced decreased access to wholesale term funding 
and a drop in client deposits during the current crisis, this 
has been counterbalanced by UBS’s continued deliberate 
balance sheet reductions – mostly in the Investment Bank – 
which have reduced UBS’s overall funding needs and helped 
generate liquidity through asset reductions.

Funding profile

UBS continues to maintain a portfolio of liabilities that is 
broadly diversified by market, product and currency. The vast 
product offerings and global scope of the firm’s business 
 activities are the primary reasons for its funding stability 
to date. 

UBS’s wealth management businesses continue to be 
valuable, cost-efficient and reliable sources of funding. These 
businesses contributed CHF 343 billion, or 74%, of the CHF 
466 billion total customer deposits shown in the UBS asset 
funding diagram on the next page (as “Due to customers”). 
Compared with the CHF 344 billion of net loans as of 
31 March 2009, customer deposits provided 136% cover-
age (compared with 140% on 31 December 2008). In terms 
of secured funding, i.e. repurchase agreements and securi-
ties lent against cash collateral received, UBS borrows less 
cash on a collateralized basis than it lends, leading to a sur-
plus of net securities sourced (and rehypothecable) – shown 
as the CHF 212 billion cash-equivalent surplus in the dia-
gram on the next page. Furthermore, funding is provided 
through numerous short-, medium- and long-term funding 
programs in Europe, the US and Asia, which provide special-
ized investments to institutional and private clients.

UBS did not issue any public debt during first quarter 
2009. However, no such outstanding debt matured during 
this period. UBS continued to raise medium- and long-term 
funding globally through private placements. Additionally, 
during the last few months, UBS has borrowed more than 
CHF 4 billion in new medium- to long-term funds via the 
Mortgage Bond Bank of the Swiss Mortgage Institutions by 

Liquidity management
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pledging high-quality Swiss residential mortgages. The con-
tinued balance sheet reductions have contributed to a re-
duction in UBS’s overall long-term funding needs. UBS’s 
long-term debt (including financial liabilities at fair value) 
stood at CHF 183 billion at 31 March 2009, a decline of CHF 
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4 billion including the repurchase of over CHF 0.8 billion 
lower tier 2 debt in a public tender. 

The overall composition of UBS’s funding sources, as il-
lustrated in the graphs below, has remained stable. These 
sources amount to CHF 995 billion on the balance sheet 
comprising repurchase agreements, securities lending against 
cash collateral received, due from banks, money market pa-
per issues, due to customers and long-term debt (including 
financial liabilities at fair value). At the end of first quarter 
2009, the proportion of UBS’s funding from time and de-
mand deposits was 30%, down from 31% at the end of the 
fourth quarter. Long-term debt (including financial liabilities 
designated at fair value) accounted for 19% of its funding 
sources, the same as in fourth quarter, while the proportion 
of money market paper grew from 11% to 12%. Compared 
with prior quarter-end, the proportion of funding from fidu-
ciary deposits remained constant, at 6%, as did the relative 
share of short-term inter-bank borrowing, at 12%. The pro-
portion of funding raised on a secured basis, primarily 
through repurchase agreements (and to a lesser extent 
through cash collateral received for securities lent), decreased 
to 10% from 11% during the first quarter primarily due to 
continued asset reductions.
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Capital ratios

On 31 March 2009, UBS’s BIS tier 1 capital ratio stood at 
10.5% and its BIS total capital ratio was 14.7%, down from 
11.0% and 15.0%, respectively, on 31 December 2008. 
During the first quarter, risk-weighted assets (RWA) de-
creased 8.1% to CHF 277.7 billion, the BIS tier 1 capital de-
clined by CHF 3.9 billion to CHF 29.2 billion, and the BIS to-
tal capital decreased by CHF 4.4 billion to CHF 41.0 billion. 

Taking into account the effects from the announced sale of 
UBS Pactual, which is expected to close in mid-2009, BIS tier 1 
capital would increase approximately CHF 1 billion and risk-
weighted assets would be CHF 3 billion lower, resulting in a 
pro forma BIS tier 1 capital ratio of 11.0%. Refer to the “Re-
cent developments” section of this report and “Note 18 Post-
balance sheet events” in the financial statements of this report 
for more information about this transaction.

Capital requirements

To facilitate comparability, UBS determines published RWA 
according to the Basel II Capital Accord (BIS guidelines). The 
calculation of UBS’s regulatory capital requirement is based 
on the regulations of the Swiss Financial Market Supervisory 
Authority (FINMA), leading to higher RWA. 

Total RWA decreased to CHF 277.7 billion on 31 March 
2009 from CHF 302.3 billion on 31 December 2008. Figures 
by component for first quarter 2009 are as follows:

Credit risk
RWA for credit risk dropped to CHF 195.4 billion on 31 March 
2009 from CHF 222.6 billion on 31 December 2008. The 

Capital management 
5 May 2009

Capital management

Capital adequacy

CHF million, except where indicated 31.3.09 31.12.08

BIS tier 1 capital 29,240 33,154

of which: hybrid tier 1 capital 7,669 7,393

BIS total capital 40,950 45,367

BIS tier 1 ratio (%) 10.5 11.0

BIS total ratio (%) 14.7 15.0

BIS risk-weighted assets 277,665 302,273

of which: credit risk 1 195,410 222,563

of which: non-counterparty related risk 7,610 7,411

of which: market risk 28,194 27,614

of which: operational risk 46,452 44,685

1 Includes securitization exposures and equity exposures not part of the trading book and capital requirements for failed trades.

reduction primarily related to reductions in credit exposures, 
the positive effects of extended application of the advanced 
internal ratings-based approach in subsidiaries and improved 
recognition of mitigating effects from credit default swaps. 
Refer to the “Risk categories” section of this report for more 
information about credit risk.

Non-counterparty-related assets
RWA for non-counterparty-related assets increased by CHF 
0.2 billion to CHF 7.6 billion on 31 March 2009.

Market risk
RWA for market risk increased slightly to CHF 28.2 billion 
on 31 March 2009, remaining broadly unchanged from 
the prior quarter end. Refer to the “Risk categories” section 
of this report for more information about market risk.

Operational risk
The Basel II capital requirement for operational risk amounted 
to RWA of CHF 46.5 billion on 31 March 2009, up from CHF 
44.7 billion on 31 December 2008. This primarily reflected 
the recognition of the US cross-border case within the his-
torical loss component of UBS’s advanced measurement ap-
proach under Basel II. Refer to the “Risk categories” section 
of this report for more information about operational risk.

Eligible capital

In order to determine eligible tier 1 and total capital, specific 
adjustments must be made to equity attributable to UBS 
shareholders as defined by International Financial Reporting 
Standards (IFRS) and shown on UBS’s balance sheet. The 



53

UBS share count

Total UBS shares issued on 31 March 2009 were 
2,932,580,549, unchanged from year-end 2008. As of 
31 March 2009, UBS had two outstanding MCNs – one in 
the face amount of CHF 13 billion and the other CHF 6 bil-
lion. Upon their conversion, these MCNs are expected to 
lead to the issuance of 270,438,942 and a maximum of 
329,447,681 new shares out of conditional capital respec-
tively (refer to “Note 8 Earnings per share [EPS] and shares 
outstanding” in the financial statements of this report for 
more information). A further 150,094,711 new shares, to be 
issued out of conditional capital, were available on 31 March 
2009 in order to settle employee options at  exercise.

At the annual general meeting held on 15 April 2009, 
UBS’s shareholders approved the creation of conditional 
 capital related to UBS’s transaction with the Swiss  National 
Bank (SNB). As a result the share capital may be increased by 
a maximum of CHF 10 million and the number of issued 
shares by a maximum of 100 million. Shareholders also ap-
proved the creation of authorized capital. This permits the 
BoD to increase the outstanding share capital by a maximum 
of 10% no later than 15 April 2011.

Treasury shares

UBS shares are held primarily to hedge employee share and 
option participation plans. A smaller number are held by the 
Investment Bank in its capacity as a market-maker in UBS 
shares and related derivatives. The total number of UBS 
shares held as treasury shares on 31 March 2009 was 
55,076,337, a reduction of 6,826,784 shares from 31 De-

most notable adjustments are the deductions for goodwill, 
intangible assets, investments in unconsolidated entities 
 engaged in banking and financial activities and own credit 
effects on liabilities designated at fair value. There is no dif-
ference in eligible capital between the BIS guidelines and 
FINMA regulations.

In first quarter 2009, UBS launched a public tender offer 
for four series of subordinated tier 2 bonds. The buyback of 
the CHF 846 million principal amount of subordinated bonds 
for a total consideration of CHF 539 million resulted in a gain 
of CHF 304 million and improved the tier 1 ratio by 0.1 per-
centage points.

Tier 1 capital
Tier 1 capital declined to CHF 29.2 billion on 31 March 2009 
from CHF 33.2 billion on 31 December 2008. This change 
was primarily due to first quarter losses attributable to UBS 
shareholders under IFRS of CHF 2.0 billion, adjusted for cap-
ital purposes to exclude the effect of CHF 0.6 billion for gains 
on own credit, and CHF 1.1 billion reductions of capital re-
lated to own shares. 

Tier 2 capital
UBS accounts for CHF 1.0 billion of additional upper tier 2 
capital, mainly from general provisions in excess of expected 
losses. Lower tier 2 capital consists of subordinated long-term 
debt issued in various currencies and with different maturi-
ties. In the first quarter, lower tier 2 capital decreased by CHF 
0.4 billion to CHF 11.9 billion on 31 March 2009, as the 
 effects from the buyback of subordinated bonds as men-
tioned above were partly offset by foreign exchange move-
ments against the Swiss franc.
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Capital components

CHF million 31.3.09 31.12.08

Core capital prior to deductions 44,236 48,758

of which: paid-in share capital 293 293

of which: share premium, retained earnings, currency translation differences and other elements 36,274 41,072

of which: non-innovative capital instruments 1,851 1,810

of which: innovative capital instruments 5,818 5,583

Less: treasury shares / deduction for own shares 1,2 (831) (1,488)

Less: goodwill & intangible assets (13,055) (12,950)

Less: other deduction items 3 (1,109) (1,167)

BIS tier 1 capital 29,240 33,154

Upper tier 2 capital 969 1,090

Lower tier 2 capital 11,851 12,290

Less: other deduction items 3 (1,109) (1,167)

BIS total capital 40,950 45,367

1 Consists of: i) net long position in own shares held for trading purposes; ii) own shares bought for cancellation (second trading line) and for unvested or upcoming share awards; iii) other treasury share 
positions net of delta-weighted obligations out of employee stock options granted prior to August 2006.  2 Netting of own shares with share-based payment obligations is subject to a grandfathering 
agreement with the Swiss Financial Market Supervisory Authority (FINMA).  3 Positions to be deducted as 50% from tier 1 and 50% from total capital mainly consist of: net long position of non- 
consolidated participations in the finance sector; expected loss less provisions (if positive, for AIRB); expected loss for equities (simple risk weight method); first loss positions from securitization exposures.
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cember 2008. The decrease reflects a reduction of shares 
held as hedges against delivery obligations from employee 
participation plans, as well as changes in the holding of 
shares by the Investment Bank.

Equity attribution

UBS’s equity attribution framework aims to reflect the firm’s 
overarching objectives of maintaining a strong capital base 
and guiding each business towards activities with the best 
balance between profit potential, risk and capital usage. The 
design of the framework enables UBS to calculate and assess 
return on attributed equity (RoaE) in each of its businesses 
and integrates Group-wide capital management activities 
with those at business division levels.

In first quarter 2009, the attributed equity for Wealth Man-
agement & Swiss Bank, Wealth Management Americas and 
Global Asset Management was unchanged from average 
fourth quarter 2008 levels. The amount of equity attributed to 
the Investment Bank increased by CHF 2 billion, reflecting the 
new capital standards introduced by FINMA in late 2008.

The table below shows that a total of CHF 49.0 billion of 
average equity was attributed to UBS’s operating business-
es (Wealth Management & Swiss Bank, Wealth Manage-
ment Americas, Global Asset Management and the Invest-
ment Bank) in first quarter 2009. Equity attributable to UBS 
shareholders averaged CHF 31.9 billion during this period, 
this resulted in a deficit of CHF 17.1 billion in the Corporate 
Center.

Equity attributable to UBS shareholders includes the CHF 
13 billion nominal value of the MCNs issued in March 2008. 
However, the CHF 6 billion nominal value of the MCNs is-
sued in December 2008 will only be included in this figure 
when the notes are converted or if certain other conditions 
are met making its inclusion appropriate.

The Corporate Center continues to transfer interest in-
come earned from managing UBS’s consolidated capital 
back to each business division. Refer to the respective sec-
tions of this report for further information regarding the im-
pact of interest income on the operating income of the busi-
ness divisions. RoaE for the individual business divisions is 
disclosed in the respective sections of this report.

Average attributed equity

CHF billion 1Q09 4Q08 1Q08

Wealth Management & Swiss Bank 9.0 9.0 10.0

Wealth Management Americas 9.0 9.0 7.0

Global Asset Management 3.0 3.0 3.0

Investment Bank 28.0 26.0 28.0

Corporate Center (17.1) (7.5) (20.5)

Equity attributable to UBS shareholders 31.9 39.5 27.5
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FINMA adjusted assets for leverage ratio calculation

CHF billion, except where indicated Average 1Q09 Average 4Q08

Total assets (IFRS) prior to deductions 1,999.3 2,211.7

Less: difference between IFRS and Swiss GAAP positive replacement values (640.7) 1 (653.4)

Less: loans to Swiss clients (excluding banks) (163.6) (165.0)

Less: cash and balances with central banks (36.9) (26.9)

Less: other 2 (16.1) (20.1)

Total adjusted assets 1,142.0 1,346.5

FINMA consolidated leverage ratio (%) 2.56 2.46

1 Represents average netting difference including cash collateral netting for the quarter. Netting difference per 31 March 2009 (excluding cash collateral netting) is disclosed in the “Derivative 
 instruments” table in the “Off-balance sheet” section of this report.  2 Refer to the “Capital components” table for more information on deductions of assets from BIS tier 1 capital.

FINMA leverage ratio

As disclosed in UBS’s fourth quarter financial report, FINMA 
introduced a minimum leverage ratio and thereby defined 
the minimum amount of BIS tier 1 capital required at each 
month-end compared to the average balance sheet size for 
the previous three month-ends. FINMA requires a minimum 
leverage ratio of 3% at Group level and expects that, in nor-
mal times, the ratio will be well above this. The FINMA lever-
age ratio will be progressively implemented until it is fully 
applicable on 1 January 2013.

On 31 March 2009, UBS’s FINMA leverage ratio stood at 
2.56%, improved from 2.46% on 31 December 2008. 
During the first quarter, average adjusted assets prior to 
deductions decreased by CHF 204.5 billion, or 15.2%, to 
CHF 1,142.0 billion as a result of UBS’s continued efforts 
to reduce its balance sheet size. However, the reduction in 
average adjusted assets was almost offset by the 11.8% 
drop in BIS tier 1 capital (as discussed earlier within this 
section).

The table below shows the calculation of the FINMA con-
solidated leverage ratio as of 31 March 2009.
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UBS registered shares 
5 May 2009

UBS ordinary shares are registered shares with a par value of 
CHF 0.10 per share. They are issued in the form of Global 
Registered Shares (GRS). A GRS is a security that provides 
direct and equal ownership for all shareholders. It can be 
traded and transferred across applicable borders without the 
need for conversion, with identical shares traded on differ-
ent stock exchanges in different currencies. The shares are 
listed on the SIX Swiss Exchange, the New York Stock Ex-
change and the Tokyo Stock Exchange.

UBS registered shares

0.00

31.25

62.50

93.75

125.00

UBS share price chart vs DJ Banks Titans Index
in % 1 January 2007 – 31 March 2009
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   0

For current share price refer to: www.ubs.com/quotesUBS registered share CHF DJ Banks Titans Index CHF

1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 1Q094Q08

UBS shares and market capitalization

As of % change from

31.03.09 31.12.08 31.03.08 31.12.08 31.03.08

Share price (CHF) 1 10.70 14.84 28.86 (28) (63)

Market capitalization (CHF million) 2 31,379 43,519 59,843 (28) (48)

Source: Bloomberg

1 Historical share price adjusted for the 2008 rights issue and stock dividend.  2 Market capitalization calculated based on the total UBS ordinary shares issued times the UBS share price at period end. 
The total UBS ordinary shares do not reflect the 270.4 million UBS shares and the maximum of 329.4 million UBS shares to be issued through the conversion of mandatory convertible notes in the future. 
Refer to “Note 8 Earnings per share (EPS) and shares outstanding” in the financial statements of this report for details on shares outstanding for EPS.

Ticker symbols

Trading exchange Bloomberg Reuters

SIX Swiss Exchange UBSN VX UBSN.VX

New York Stock Exchange UBS US UBS.N

Tokyo Stock Exchange 8657 JP 8657.T

Security identification codes
ISIN CH0024899483

Valoren 2.489.948

Cusip CINS H89231 33 8



Financial information
(unaudited)
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Financial statements
5 May 2009

Financial statements

Income statement (unaudited)

For the quarter ended % change from

CHF million, except per share data Note 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Continuing operations

Interest income 3 7,645 11,534 20,222 (34) (62)

Interest expense 3 (5,746) (9,879) (18,543) (42) (69)

Net interest income 3 1,899 1,655 1,679 15 13

Credit loss (expense) / recovery (1,135) (2,310) (311) (51) 265

Net interest income after credit loss expense 764 (655) 1,368 (44)

Net fee and commission income 4 4,241 4,784 6,215 (11) (32)

Net trading income 3 (630) (9,132) (11,626) 93 95

Other income 5 595 306 9 94

Total operating income 4,970 (4,696) (4,034)

Personnel expenses 6 3,963 2,378 5,274 67 (25)

General and administrative expenses 7 1,635 3,723 2,243 (56) (27)

Depreciation of property and equipment 253 395 281 (36) (10)

Impairment of goodwill 631 0 0

Amortization of intangible assets 45 66 49 (32) (8)

Total operating expenses 6,528 6,562 7,847 (1) (17)

Operating profit from continuing operations before tax (1,558) (11,258) (11,881) 86 87

Tax expense 294 (1,798) (297)

Net profit from continuing operations (1,852) (9,460) (11,584) 80 84

Discontinued operations

Profit from discontinued operations before tax 11 19 120 (42) (91)

Tax expense 0 0 0

Net profit from discontinued operations 11 19 120 (42) (91)

Net profit (1,842) (9,441) (11,464) 80 84

Net profit attributable to minority interests 133 123 153 8 (13)

from continuing operations 128 123 107 4 20

from discontinued operations 5 0 46 (89)

Net profit attributable to UBS shareholders (1,975) (9,563) (11,617) 79 83

from continuing operations (1,980) (9,582) (11,691) 79 83

from discontinued operations 5 19 74 (74) (93)

Earnings per share

Basic earnings per share (CHF) 8 (0.57) (3.02) (5.26) 81 89

from continuing operations (0.57) (3.02) (5.29) 81 89

from discontinued operations 0.00 0.01 0.03 (100) (100)

Diluted earnings per share (CHF) 8 (0.57) (3.02) (5.27) 81 89

from continuing operations (0.57) (3.02) (5.30) 81 89

from discontinued operations 0.00 0.01 0.03 (100) (100)
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Balance sheet (unaudited)

% change from

CHF million 31.3.09 31.12.08 31.12.08

Assets

Cash and balances with central banks 39,005 32,744 19

Due from banks 56,434 64,451 (12)

Cash collateral on securities borrowed 109,805 122,897 (11)

Reverse repurchase agreements 205,574 224,648 (8)

Trading portfolio assets 246,980 271,838 (9)

Trading portfolio assets pledged as collateral 42,300 40,216 5

Positive replacement values 753,618 854,100 (12)

Financial assets designated at fair value 12,615 12,882 (2)

Loans 344,134 340,308 1

Financial investments available-for-sale 5,098 5,248 (3)

Accrued income and prepaid expenses 6,916 6,141 13

Investments in associates 907 892 2

Property and equipment 6,809 6,706 2

Goodwill and intangible assets 13,040 12,935 1

Deferred tax assets 8,933 8,880 1

Other assets 9,157 9,931 (8)

Total assets 1,861,326 2,014,815 (8)

Liabilities

Due to banks 116,623 125,628 (7)

Cash collateral on securities lent 13,230 14,063 (6)

Repurchase agreements 90,269 102,561 (12)

Trading portfolio liabilities 53,115 62,431 (15)

Negative replacement values 734,196 851,864 (14)

Financial liabilities designated at fair value 99,371 101,546 (2)

Due to customers 466,484 474,774 (2)

Accrued expenses and deferred income 8,211 10,196 (19)

Debt issued 208,578 197,254 6

Other liabilities 31,543 33,965 (7)

Total liabilities 1,821,620 1,974,282 (8)

Equity

Share capital 293 293 0

Share premium 23,519 25,250 (7)

Net income recognized directly in equity, net of tax (3,482) (4,335) 20

Revaluation reserve from step acquisitions, net of tax 38 38 0

Retained earnings 12,512 14,487 (14)

Equity classified as obligation to purchase own shares (31) (46) 33

Treasury shares (1,567) (3,156) 50

Equity attributable to UBS shareholders 31,283 32,531 (4)

Equity attributable to minority interests 8,423 8,002 5

Total equity 39,706 40,533 (2)

Total liabilities and equity 1,861,326 2,014,815 (8)
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Statement of changes in equity

CHF million Share capital Share premium Treasury shares

Equity classified  
as obligation to 

purchase own shares Retained earnings
Foreign currency 

translation
Financial investments 

available-for-sale Cash flow hedges
Revaluation reserve 

from step acquisitions

Total equity 
attributable to  

UBS shareholders Minority interests Total equity

Balance at 31 December 2007 207 12,433 (10,363) (74) 35,795 (2,600) 1,471 (32) 38 36,875 6,951 43,826

Acquisition of treasury shares (288) (288) (288)

Disposition of treasury shares 4,507 4,507 4,507

Net premium / (discount) on treasury share and 
own equity derivative activity (2,150) (2,150) (2,150)

Premium on shares issued and warrants exercised (5,414) (5,414) (5,414)

Employee share and share option plans (1,610) (1,610) (1,610)

Tax benefits from deferred compensation awards 68 68 68

Dividends paid 0 (5) (5)

Equity classified as obligation to purchase own 
shares – movements (20) (20) (20)

Preferred securities 0 0

New consolidations and other increases 0 4 4

Deconsolidations and other decreases 0 (128) (128)

Total comprehensive income for the year 
recognized in equity (11,617) (2,557) (377) 642 (13,909) (512) (14,421)

Balance at 31 March 2008 207 3,327 (6,144) (94) 24,178 (5,157) 1,094 610 38 18,059 6,310 24,369

Balance at 31 December 2008 293 25,250 (3,156) (46) 14,487 (6,309) 347 1,627 38 32,531 8,002 40,533

Acquisition of treasury shares (407) (407) (407)

Disposition of treasury shares 1,996 1,996 1,996

Net premium / (discount) on treasury share and 
own equity derivative activity (1,255) (1,255) (1,255)

Premium on shares issued and warrants exercised (7) (7) (7)

Employee share and share option plans (470) (470) (470)

Tax benefits from deferred compensation awards 1 1 1

Dividends paid 0 (1) (1)

Equity classified as obligation to purchase own 
shares – movements 15 15 15

Preferred securities 0 (7) (7)

New consolidations and other increases 0 1 1

Deconsolidations and other decreases 0 (8) (8)

Total comprehensive income for  
the year recognized in equity (1,975) 538 (14) 329 (1,122) 436 (686)

Balance at 31 March 2009 293 23,519 (1,567) (31) 12,512 (5,771) 333 1,956 38 31,283 8,423 39,706
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Statement of changes in equity

CHF million Share capital Share premium Treasury shares

Equity classified  
as obligation to 

purchase own shares Retained earnings
Foreign currency 

translation
Financial investments 

available-for-sale Cash flow hedges
Revaluation reserve 

from step acquisitions

Total equity 
attributable to  

UBS shareholders Minority interests Total equity

Balance at 31 December 2007 207 12,433 (10,363) (74) 35,795 (2,600) 1,471 (32) 38 36,875 6,951 43,826

Acquisition of treasury shares (288) (288) (288)

Disposition of treasury shares 4,507 4,507 4,507

Net premium / (discount) on treasury share and 
own equity derivative activity (2,150) (2,150) (2,150)

Premium on shares issued and warrants exercised (5,414) (5,414) (5,414)

Employee share and share option plans (1,610) (1,610) (1,610)

Tax benefits from deferred compensation awards 68 68 68

Dividends paid 0 (5) (5)

Equity classified as obligation to purchase own 
shares – movements (20) (20) (20)

Preferred securities 0 0

New consolidations and other increases 0 4 4

Deconsolidations and other decreases 0 (128) (128)

Total comprehensive income for the year 
recognized in equity (11,617) (2,557) (377) 642 (13,909) (512) (14,421)

Balance at 31 March 2008 207 3,327 (6,144) (94) 24,178 (5,157) 1,094 610 38 18,059 6,310 24,369

Balance at 31 December 2008 293 25,250 (3,156) (46) 14,487 (6,309) 347 1,627 38 32,531 8,002 40,533

Acquisition of treasury shares (407) (407) (407)

Disposition of treasury shares 1,996 1,996 1,996

Net premium / (discount) on treasury share and 
own equity derivative activity (1,255) (1,255) (1,255)

Premium on shares issued and warrants exercised (7) (7) (7)

Employee share and share option plans (470) (470) (470)

Tax benefits from deferred compensation awards 1 1 1

Dividends paid 0 (1) (1)

Equity classified as obligation to purchase own 
shares – movements 15 15 15

Preferred securities 0 (7) (7)

New consolidations and other increases 0 1 1

Deconsolidations and other decreases 0 (8) (8)

Total comprehensive income for  
the year recognized in equity (1,975) 538 (14) 329 (1,122) 436 (686)

Balance at 31 March 2009 293 23,519 (1,567) (31) 12,512 (5,771) 333 1,956 38 31,283 8,423 39,706
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Statement of comprehensive income

For the quarter ended

CHF million 31.3.09 31.3.08

Net profit (1,842) (11,464)

Other comprehensive income

Foreign currency translation

Foreign currency translation movements during the year, before tax 860 (3,310)

Foreign exchange amounts reclassified to the income statement from equity (32) 119

Income tax relating to foreign currency translation movements 13

Subtotal foreign currency translation movements during the year, net of tax 841 (3,191)

Financial investments available-for-sale

Net unrealized gains / (losses) on financial investments available-for-sale, before tax (37) (502)

Impairment charges reclassified to the income statement from equity 44 3

Realized gains reclassified to the income statement from equity (20) (31)

Realized losses reclassified to the income statement from equity 1

Income tax relating to net unrealized gains / (losses) on financial instruments available-for-sale (1) 121

Subtotal net unrealized gains / (losses) on financial instruments available-for-sale, net of tax (14) (408)

Cash flow hedges

Changes in fair value of derivative instruments designated as cash flow hedges, before tax 487 811

Net unrealized (gains) / losses reclassified to the income statement from equity (76) 22

Income tax relating to changes in the fair value of derivative instruments designated as cash flow hedges (82) (191)

Subtotal changes in fair value of derivative instruments designated as cash flow hedges, net of tax 329 642

Total other comprehensive income 1,156 (2,957)

Total comprehensive income (686) (14,421)

Total comprehensive income attributable to minority interests 436 (512)

Total comprehensive income attributable to UBS shareholders (1,122) (13,909)

Preferred securities 1

For the quarter ended

CHF million 31.3.09 31.3.08

Balance at the beginning of the period 7,381 6,381

Issuances 0 0

Redemptions (7) 0

Foreign currency translation 282 (602)

Balance at the end of the period 7,656 5,779

1 Represents equity attributable to minority interests. Table excludes dividend accruals made for preferred securities.
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Statement of cash flows

For the quarter ended

CHF million 31.3.09 31.3.08

Cash flow from / (used in) operating activities

Net profit (1,842) (11,464)

Adjustments to reconcile net profit to cash flow from / (used in) operating activities

Non-cash items included in net profit and other adjustments:

Depreciation of property and equipment 253 281

Impairment / amortization of goodwill and intangible assets 676 49

Credit loss expense / (recovery) 1,135 311

Share of net profits of associates (12) (26)

Deferred tax expense / (benefit) (23) (911)

Net loss / (gain) from investing activities (36) (171)

Net loss / (gain) from financing activities (4,684) (10,161)

Net (increase) / decrease in operating assets:

Net due from / to banks (8,794) 2,056

Reverse repurchase agreements and cash collateral on securities borrowed 32,165 13,997

Trading portfolio, net replacement values and financial assets designated at fair value (9,971) 145,180

Loans / due to customers (13,258) (62,645)

Accrued income, prepaid expenses and other assets (378) 2,092

Net increase / (decrease) in operating liabilities:

Repurchase agreements, cash collateral on securities lent (13,125) (40,535)

Accrued expenses and other liabilities (5,784) (19,041)

Income taxes paid (244) (245)

Net cash flow from / (used in) operating activities (23,922) 18,767

Cash flow from / (used in) investing activities

Investments in subsidiaries and associates (6) (1,100)

Disposal of subsidiaries and associates 134 1,107

Purchase of property and equipment (257) (301)

Disposal of property and equipment 15 4

Net (investment in) / divestment of financial investments available-for-sale 327 (134)

Net cash flow from / (used in) investing activities 213 (424)

Cash flow from / (used in) financing activities

Net money market paper issued / (repaid) 12,934 (1,837)

Net movements in treasury shares and own equity derivative activity (142) (4,887)

Issuance of long-term debt, including financial liabilities designated at fair value 22,855 43,948

Repayment of long-term debt, including financial liabilities designated at fair value (29,222) (19,606)

Increase in minority interests 1 35

Dividends paid to / decrease in minority interests (16) (164)

Net cash flow from / (used in) financing activities 6,410 17,489

Effects of exchange rate differences 8,489 (30,229)

Net increase / (decrease) in cash and cash equivalents (8,810) 5,603

Cash and cash equivalents, beginning of the period 179,693 149,105

Cash and cash equivalents, at the end of the period 170,883 154,708

Cash and cash equivalents comprise:

Cash and balances with central banks 39,005 19,352

Money market paper 1 79,466 76,265

Due from banks with original maturity of less than three months 52,412 59,091

Total 170,883 154,708

1 Money market paper is included in the balance sheet under “Trading portfolio assets” and “Financial investments available-for-sale”.

Cash paid as interest was CHF 4,431 million and CHF 20,103 million during the first quarters of 2009 and 2008, respectively.
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UBS AG’s (“UBS”) consolidated financial statements (finan-
cial statements) are prepared in accordance with Inter-
national Financial Reporting Standards (IFRS) as issued by 
the International Accounting Standards Board (IASB) and 
 stated in Swiss francs (CHF). These financial statements 
are presented in accordance with IAS 34 Interim Financial 
 Reporting.

In preparing the interim financial statements, the same 
accounting principles and methods of computation are ap-
plied as in the financial statements on 31 December 2008 
and for the year then ended except for the changes set out 
below. For fair value measurements and changes in valua-
tion techniques, UBS provides complementary information 
in “Note 11 Fair value of financial instruments” in the finan-
cial statements of this report.

The interim financial statements are unaudited. In the 
opinion of management, all adjustments necessary for a fair 
presentation of the financial position, results of operations 
and cash flows for the interim periods have been made. 
These interim financial statements should be read in con-
junction with the audited financial statements included in 
UBS’s annual report for 2008.

Restatements made to the financial statements 2008

UBS has restated its 2008 financial statements to correct 
identified accounting errors related to the 2008 financial 
statements, predominately to the fourth quarter 2008 finan-
cial statements. These errors are not material to the annual 
or quarterly 2008 financial statements, but related correc-
tions would have been material to first quarter 2009 finan-
cial statements. The restatement comprises three items in 
excess of CHF 100 million as follows:
– The fair value of auction rate securities purchase commit-

ments at 31 December 2008, which are recognized as 
negative replacement values on UBS’s balance sheet, was 
increased by CHF 112 million, resulting in a correspond-
ing charge to net trading income.

– For certain assets reclassified from “held-for-trading” to 
“loans and receivables” in fourth quarter 2008, recogni-
tion of interest income based on the effective interest rate 
method was reduced by CHF 180 million. Other assets 
were reduced accordingly as of 31 December 2008.

– The partial disposals of an investment in a consolidated 
investment fund in 2008 gave rise to the realization of 
the related foreign currency translation loss deferred in 
shareholders’ equity. This adjustment reduced other in-

come for the year 2008 by CHF 192 million but did not 
have a net impact on UBS’s equity.
In addition to the above mentioned items, a number of 

misstatements individually below CHF 65 million were ad-
justed. The aggregate net effect of these items on net profit 
attributable to UBS shareholders was an increase of net prof-
it attributable to shareholders of CHF 79 million.

The total net impact of all restated items on the 2008 
results was a reduction of net profit and net profit attrib-
utable to UBS shareholders of CHF 405 million, a reduc-
tion of equity and equity attributable to UBS shareholders 
of CHF 269 million, and a reduction of basic and diluted 
earnings per share by CHF 0.15 and CHF 0.14 respectively. 
There was no effect on income tax expense. Periods prior 
to 2008 were not affected by the restatement. 2008 quar-
terly net profits attributable to UBS shareholders were re-
duced by the following amounts: CHF 82 million in Q1, 
CHF 37 million in Q2, CHF 13 million in Q3, and CHF 273 
million in Q4.

The restatement of previous periods resulting from the 
reorganization of the former Global Wealth Management & 
Business Banking business division is described in the context 
of IFRS 8 below.

IAS 1 (revised) Presentation of Financial Statements

Effective as of 1 January 2009, the revised International 
 Accounting Standard (IAS) 1 affects the presentation of 
owner changes in equity and of comprehensive income. UBS 
continues to present owner changes in equity in the “state-
ment of changes in equity”, but detailed information relat-
ing to non-owner changes in equity, such as foreign  exchange 
translation, cash flow hedges and financial investments 
available-for-sale, is now presented in the “statement of 
comprehensive income”.

When implementing these amendments, UBS also adjust-
ed the format of its “statement of changes in equity” and 
replaced the “statement of recognized income and expense” 
in the financial statements of previous years with a “state-
ment of comprehensive income”. Preferred securities issued 
by consolidated trusts are reported as “equity attributable to 
minority interests”, as they are equity instruments held by 
third parties. As these securities make up the largest part of 
UBS’s equity attributable to minority interests, UBS discloses 
movement information in a separate table.

The revised IAS 1 guidance does not change the recogni-
tion and measurement of assets and liabilities.

Note 1 Basis of accounting 

Notes to the financial statements

Notes to the financial statements
5 May 2009
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IAS 1 (revised) Presentation of Financial Statements, 
and IAS 32 (revised) Financial Instruments: Presentation

The IASB issued a further amendment to IAS 1 and an 
amendment to IAS 32 regarding puttable financial instru-
ments and obligations arising on liquidation. The IAS 32 
amendment clarifies under which circumstances puttable 
 financial instruments and obligations arising on liquidation 
have to be treated as equity instruments.

The amendment is limited in scope and is restricted to the 
accounting for such instruments under IAS 1, IAS 32, IAS 39 
and IFRS 7. The amendment to IAS 1 requires additional in-
formation about puttable financial instruments and obliga-
tions arising on liquidations which have to be treated as eq-
uity instruments. UBS adopted the amendments on 1 January 
2009. The adoption of the amendments did not have a sig-
nificant impact on UBS’s financial statements.

IFRS 7 (revised) Financial Instruments: Disclosures

This standard was revised in March 2009 when the Interna-
tional Accounting Standards Board (IASB) published the 
amendment “Improving Disclosures about Financial Instru-
ments”. Effective as of 1 January 2009, the amendment re-
quires enhanced disclosures about fair value measurements 
and liquidity risk.

The enhanced fair value measurement disclosure re-
quirements include: a fair value hierarchy (i.e. categoriza-
tion of all financial instruments into levels 1, 2 and 3 based 
on the relevant definitions); significant transfers between 
level 1 and level 2; reconciliation of level 3 instruments at 
the beginning of the period to the ending balance (level 3 
movement table); level 3 profit or loss for positions still held 
at balance sheet date; and sensitivity information for the 
total position of level 3 instruments and the basis for the 
calculation of such information. Refer to “Note 11 Fair val-
ue of financial instruments” in the financial statements of 
this report for the most relevant disclosures about fair value 
measurements.

The amended liquidity risk disclosure requirements largely 
confirm the previous rules for providing maturity informa-
tion for non-derivative financial liabilities, but amend the 
rules for providing maturity information for derivative finan-
cial liabilities. UBS presents maturity analysis information for 
financial liabilities in its annual reports.

IFRS 8 Operating Segments

IFRS 8 Operating Segments is effective from 1 January 2009 
onwards and replaces IAS 14 Segment Reporting. Under 
the requirements of the new standard, UBS’s external seg-
mental reporting is now based on the internal reporting to 

Note 1 Basis of accounting (continued)

the Group Executive Board (or the “chief operating deci-
sion maker”), which makes decisions on the allocation of 
resources and  assesses the performance of the reportable 
segments.

In accordance with the new UBS structure announced in 
February 2009, and following the guidance of IFRS 8, UBS 
will disclose four reportable segments in 2009. These seg-
ments are the business divisions – Wealth Management & 
Swiss Bank, Wealth Management Americas, Global Asset 
Management and Investment Bank. While the Corporate 
Center does not meet the requirements of an operating seg-
ment, it is also shown separately. Segment information from 
prior periods has been restated to conform to the require-
ments of this new standard and the interim financial report-
ing requirements.

Wealth Management & Swiss Bank
Wealth Management & Swiss Bank caters to high net worth 
and affluent individuals around the world (except those 
served by Wealth Management Americas) whether they are 
investing internationally or in their home country. UBS of-
fers these clients a complete range of tailored advice and 
investment services. Its Swiss Bank business provides a com-
plete set of banking services for Swiss individual and corpo-
rate clients.

Wealth Management Americas
Wealth Management Americas offers sophisticated products 
and services specifically designed to address the needs of 
high net worth and affluent individuals. It includes the for-
mer Wealth Management US business unit, as well as the 
domestic Canadian business and the international business 
booked in the United States.

Global Asset Management
Global Asset Management is one of the world’s leading asset 
managers, providing investment solutions to private clients, 
financial intermediaries and institutional investors world-
wide. The business division offers diverse investment capa-
bilities and investment styles across all major traditional and 
alternative asset classes. Specialist equity, fixed income, cur-
rency, hedge fund, real estate, infrastructure and private eq-
uity investment capabilities can also be combined in multi-
asset strategies.

Investment Bank
In the investment banking and securities businesses, UBS 
provides securities products and research in equities, fixed 
income, rates, foreign exchange and metals. It also provides 
advisory services as well as access to the world’s capital mar-
kets for corporate, institutional, intermediary and alternative 
asset management clients.
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Corporate Center
The Corporate Center ensures that all business divisions op-
erate as a coherent and effective whole with a common set 
of values and principles in such areas as risk management 
and control, finance, legal and compliance, marketing and 
communications, funding, capital and balance sheet man-
agement, management of foreign currency earnings, infor-
mation technology infrastructure and service centers.

As UBS’s reportable segment operations are mainly financial, 
the total interest income and expense for all reportable seg-
ments is presented on a net basis. Based on the present 
 arrangement of revenue-sharing agreements, the interseg-
ment revenue for UBS is immaterial. From first quarter 2009 
onwards, the segment assets are disclosed without the inter-
company balances and this basis is in line with the internal 
reporting. For more details on the basis on which the seg-
ment information is prepared and reconciled to the amounts 
presented in UBS’s income statement and balance sheet, 
 refer to “Note 2 Segment reporting” in the financial state-
ments of this report.

For the year-end 2009 reporting, UBS will be providing 
geographical information about total operating income 
and total non-current assets based on the following new 
geographical breakdown: Switzerland, United Kingdom, 
Rest of Europe, United States, Asia Pacific and Rest of the 
World.

Reassessment of embedded derivatives 

The International Financial Reporting Interpretations Com-
mittee (IFRIC) has issued in March 2009 the supplement 
Embedded Derivatives: Amendments to IFRIC 9 and IAS 39. 
This guidance amends IFRIC 9 Reassessment of Embedded 
Derivatives, and IAS 39 Financial Instruments: Recognition 
and Measurement. The amendments clarify that on reclas-
sification of a financial asset out of the “Held for trading” 
category, all embedded derivatives have to be assessed and, 
if necessary, separately accounted for in the financial state-
ments. The application of this guidance did not materially 
impact UBS’s financial statements.

Note 1 Basis of accounting (continued)
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Note 2 Segment reporting

Transactions between the reportable segments are carried out at internally agreed rates or at arm’s length and are reflected 
in the performance of each segment. Revenue-sharing agreements are used to allocate external customer revenues to a seg-
ment and cost-allocation agreements are used to allocate shared costs between the segments.

CHF million

Wealth 
Management & 

Swiss Bank

Wealth 
Management 

Americas
Global Asset  

Management
Investment 

Bank
Corporate 

Center UBS

For the three months ended 31 March 2009

Net interest income 1,200 185 4 751 (241) 1,899

Non-interest income 1,811 1,224 498 (395) 1,068 4,206

Income 1 3,011 1,408 502 356 827 6,105

Credit loss (expense) / recovery (119) 1 0 (1,017) 0 (1,135)

Total operating income 2,892 1,409 502 (661) 827 4,970

Personnel expenses 1,213 1,082 226 1,185 257 3,963

General and administrative expenses 404 229 95 639 269 1,635

Services (to) / from other business units 162 68 39 195 (464) 0

Depreciation of property and equipment 32 29 5 42 145 253

Impairment of goodwill 0 19 191 421 0 631

Amortization of intangible assets 3 17 6 19 0 45

Total operating expenses 1,815 1,444 561 2,501 206 6,528

Performance from continuing operations before tax 1,077 (35) (59) (3,162) 621 (1,558)

Performance from discontinued operations before tax 11 11

Performance before tax 1,077 (35) (59) (3,162) 631 (1,547)

Tax expense on continuing operations 294

Tax expense on discontinued operations 0

Net profit (1,842)

As of 31 March 2009

Total assets 2 247,641 38,246 21,449 1,535,289 18,701 1,861,326

For the three months ended 31 March 2008

Net interest income 1,407 220 3 483 (434) 1,679

Non-interest income 2,797 1,428 788 (14,971) 4,556 (5,402)

Income 1 4,204 1,648 791 (14,488) 4,122 (3,723)

Credit loss (expense) / recovery (3) 0 0 (308) 0 (311)

Total operating income 4,201 1,648 791 (14,796) 4,122 (4,034)

Personnel expenses 1,499 1,137 303 2,034 301 5,274

General and administrative expenses 517 224 104 1,116 282 2,243

Services (to) / from other business units 184 70 39 192 (485) 0

Depreciation of property and equipment 39 21 7 51 163 281

Amortization of intangible assets 3 16 8 22 0 49

Total operating expenses 2,242 1,468 461 3,415 261 7,847

Performance from continuing operations before tax 1,959 180 330 (18,211) 3,861 (11,881)

Performance from discontinued operations before tax 120 120

Performance before tax 1,959 180 330 (18,211) 3,981 (11,761)

Tax expense on continuing operations (297)

Tax expense on discontinued operations 0

Net profit (11,464)

As of 31 December 2008

Total assets 2 251,487 39,039 24,640 1,680,257 19,392 2,014,815
1 The total inter-segment revenues for the Group are immaterial as the majority of the revenues is allocated across the business divisions by means of revenue-sharing agreements.    2 The segment assets 
are based on third-party view and this basis is in line with the internal reporting to the management, i.e. the amounts do not include intercompany balances.
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Note 3 Net interest and trading income

Net interest and trading income

Quarter ended % change from

CHF million 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Net interest income 1,899 1,655 1,679 15 13

Net trading income (630) (9,132) (11,626) 93 95

Total net interest and trading income 1,269 (7,477) (9,947)

Breakdown by businesses

Quarter ended % change from

CHF million 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Net income from trading businesses 1 (640) (5,617) (15,743) 89 96

Net income from interest margin businesses 1,321 1,540 1,581 (14) (16)

Net income from treasury activities and other 587 (3,400) 4,215 (86)

Total net interest and trading income (1,269) (7,477) (9,947)

1 Includes lending activities of the Investment Bank.

Net interest income

Quarter ended % change from

CHF million 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Interest income

Interest earned on loans and advances 3,777 4,780 5,436 (21) (31)

Interest earned on securities borrowed and reverse repurchase 
agreements 1,106 2,306 7,919 (52) (86)

Interest and dividend income from trading portfolio 2,658 4,288 6,763 (38) (61)

Interest income on financial assets designated at fair value 87 134 80 (35) 9

Interest and dividend income from financial investments 
available-for-sale 18 26 24 (31) (25)

Total 7,645 11,534 20,222 (34) (62)

Interest expense

Interest on amounts due to banks and customers 1,524 3,244 5,793 (53) (74)

Interest on securities lent and repurchase agreements 876 1,523 6,045 (42) (86)

Interest and dividend expense from trading portfolio 1,120 1,481 2,332 (24) (52)

Interest on financial liabilities designated at fair value 833 1,613 1,749 (48) (52)

Interest on debt issued 1,393 2,018 2,624 (31) (47)

Total 5,746 9,879 18,543 (42) (69)

Net interest income 1,899 1,655 1,679 15 13

Interest includes forward points on foreign exchange swaps used to manage short-term interest rate risk on foreign  currency 
loans and deposits.

Accounting standards require separate disclosure of “Net inter-
est income” and “Net trading income” (see the tables on this 
and the next page). This required disclosure, however, does not 
take into account that net interest and trading income are gen-
erated by a range of different businesses. In many cases, a par-
ticular business can generate both net interest and trading in-
come. Fixed income trading activity, for example, generates 
both trading profits and coupon income. UBS management 
therefore analyzes net interest and trading income according to 

the businesses that drive it. The second table below (labeled 
“Breakdown by businesses”) provides information that corre-
sponds to this management view. “Net income from trading 
businesses” includes both interest and trading income generat-
ed by the Group’s trading businesses and the Investment Bank’s 
lending activities. “Net income from interest margin businesses” 
comprises interest income from the Group’s loan portfolio. “Net 
income from treasury activities and other” reflects all income 
from the Group’s centralized treasury function.
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Note 3 Net interest and trading income (continued)

Net trading income 1

Quarter ended % change from

CHF million 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Investment Bank equities 1,454 (1,418) 2,840 (49)

Investment Bank fixed income, currencies and commodities (3,201) (5,270) (19,425) 39 84

Other business divisions 1,116 (2,444) 4,959 (77)

Net trading income (630) (9,132) (11,626) 93 95

of which: net gains / (losses) from financial  
liabilities designated at fair value 2 4,684 16,768 10,161 (72) (54)

of which: net gains / (losses) from own credit changes of  
financial liabilities designated at fair value 3 881 158 1,536 458 (43)

1 Refer to the “Net interest and trading income” table on the previous page for the “Net income from trading businesses” (for an explanation, read the corresponding introductory comment). The presen-
tation of this table has been updated to better reflect the amended business structure.  2 “Financial liabilities designated at fair value” are to a large extent economically hedged with derivatives and 
other instruments whose change in fair value is also reported in “Net trading income”.  3 Refer to “Note 11 Fair value of financial instruments” in the financial statements of this report for further 
infor mation.
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Significant impacts on net trading income

“Net trading income” in first quarter 2009 includes credit 
valuation adjustments for monoline credit protection of CHF 
1.9 billion (CHF 2.3 billion in fourth quarter 2008); refer to 
the “Risk management and control” section of this report 
for more information on exposure to monolines. In addition, 
losses of CHF 0.3 billion were recorded for auction rate secu-
rities purchase commitments.

The Swiss National Bank (SNB) transaction resulted in 
losses of CHF 0.2 billion, due to price adjustments for posi-

tions transferred to the SNB StabFund, and losses of CHF 0.3 
billion from the valuation of UBS’s option to acquire the 
fund’s equity. Overall losses on the SNB transaction in fourth 
quarter 2008 were CHF 5.2 billion; refer to the “Recent de-
velopments” section of this report for more information on 
the SNB transaction.

These losses were partly offset by a gain of CHF 0.5 billion 
(CHF 0.7 billion in fourth quarter 2008) on the valuation of 
the embedded derivative of the mandatory convertible notes 
issued in December 2008.
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Note 4 Net fee and commission income

Quarter ended % change from

CHF million 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Equity underwriting fees 275 230 195 20 41

Debt underwriting fees 180 83 186 117 (3)

Total underwriting fees 455 313 381 45 19

M&A and corporate finance fees 230 353 417 (35) (45)

Brokerage fees 1,817 1,861 2,485 (2) (27)

Investment fund fees 1,014 1,166 1,592 (13) (36)

Portfolio management and advisory fees 1 1,451 1,630 2,110 (11) (31)

Insurance-related and other fees 69 4 126 (45)

Total securities trading and investment activity fees 5,036 5,327 7,111 (5) (29)

Credit-related fees and commissions 81 70 65 16 25

Commission income from other services 204 233 264 (12) (23)

Total fee and commission income 5,322 5,630 7,440 (5) (28)

Brokerage fees paid 740 404 639 83 16

Other 340 442 586 (23) (42)

Total fee and commission expense 1,080 846 1,225 28 (12)

Net fee and commission income 4,241 4,784 6,215 (11) (32)

1 Includes fiduciary and custodian fees, which were presented as separate lines in previous reports.

Note 5 Other income

Quarter ended % change from

CHF million 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Associates and subsidiaries

Net gains from disposals of consolidated subsidiaries 137 (52) (119)

Net gains from disposals of investments in associates 0 0 32 (100)

Share of net profits of associates 12 (27) 26 (54)

Total 149 (80) (61)

Financial investments available-for-sale

Net gains from disposals 1 20 383 55 (95) (64)

Impairment charges (95) (135) (22) 30 (332)

Total (75) 247 33

Net income from investments in property 2 19 28 19 (32) 0

Net gains from investment properties 3 (4) (6) 6 33

Other 4 506 117 12 332

Total other income 595 306 9 94

1 Included in the quarter ended 31 December 2008 is a gain of approximately CHF 360 million for the disposal of UBS’s equity stake in Bank of China.  2 Includes net rent received from third-parties 
and net operating expenses.  3 Includes unrealized and realized gains from investment properties at fair value.  4 Included in the quarter ended 31 March 2009 is a gain of CHF 304 million from the 
public tender offer for four subordinated bonds of UBS. The tender offer, which ended on 25 March 2009, resulted in a buyback of CHF 846 million principal amount of subordinated bonds.
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Note 6 Personnel expenses

Quarter ended % change from

CHF million 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Salaries and bonuses 2,970 1,349 4,122 120 (28)

Contractors 88 102 107 (14) (18)

Insurance and social security contributions 194 86 183 126 6

Contributions to retirement plans 217 208 239 4 (9)

Other personnel expenses 493 633 623 (22) (21)

Total personnel expenses 3,963 2,378 5,274 67 (25)

Note 7 General and administrative expenses

Quarter ended % change from

CHF million 31.3.09 31.12.08 31.3.08 4Q08 1Q08

Occupancy 375 397 372 (6) 1

Rent and maintenance of IT and other equipment 162 186 157 (13) 3

Telecommunications and postage 187 215 230 (13) (19)

Administration 181 279 210 (35) (14)

Marketing and public relations 73 94 125 (22) (42)

Travel and entertainment 117 184 182 (36) (36)

Professional fees 215 338 219 (36) (2)

Outsourcing of IT and other services 232 267 252 (13) (8)

Other 93 1,763 1 496 (95) (81)

Total general and administrative expenses 1,635 3,723 2,243 (56) (27)

1 Included in the quarter ended 31 December 2008 is an amount of CHF 545 million for the expected costs associated with the repurchase of auction rate securities from clients and CHF 917 million in 
connection with the US cross-border case.
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Note 8 Earnings per share (EPS) and shares outstanding

Quarter ended % change from

31.3.09 31.12.08 31.3.08 4Q08 1Q08

Basic earnings (CHF million)

Net profit attributable to UBS shareholders (1,975) (9,563) (11,617) 79 83

from continuing operations (1,980) (9,582) (11,691) 79 83

from discontinued operations 5 19 74 (74) (93)

Diluted earnings (CHF million)

Net profit attributable to UBS shareholders (1,975) (9,563) (11,617) 79 83

Less: (profit) / loss on equity derivative contracts (15) (6) (33) (150) 55

Net profit attributable to UBS shareholders for diluted EPS (1,990) (9,569) (11,650) 79 83

from continuing operations (1,995) (9,588) (11,724) 79 83

from discontinued operations 5 19 74 (74) (93)

Weighted average shares outstanding

Weighted average shares outstanding 3,473,276,243 3,171,364,525 2,209,453,466 10 57

Potentially dilutive ordinary shares resulting from unvested 
exchangeable shares, options and warrants outstanding 1 3,270,313 2,273,325 2,326,884 44 41

Weighted average shares outstanding for diluted EPS 3,476,546,556 3,173,637,850 2,211,780,350 10 57

Earnings per share (CHF)

Basic (0.57) (3.02) (5.26) 81 89

from continuing operations (0.57) (3.02) (5.29) 81 89

from discontinued operations 0.00 0.01 0.03 (100) (100)

Diluted (0.57) (3.02) (5.27) 81 89

from continuing operations (0.57) (3.02) (5.30) 81 89

from discontinued operations 0.00 0.01 0.03 (100) (100)

As of % change from

31.3.09 31.12.08 31.3.08 31.12.08 31.3.08

Shares outstanding

Ordinary shares issued 2,932,580,549 2,932,580,549 2,073,567,252 0 41

Treasury shares 55,076,337 61,903,121 101,448,832 (11) (46)

Shares outstanding 2,877,504,212 2,870,677,428 1,972,118,420 0 46

Retrospective adjustments for stock dividend 2 98,605,921 (100)

Retrospective adjustments for rights issue 3 146,048,188 (100)

Mandatory convertible notes and exchangeable shares 4 600,582,178 600,557,453 271,678,803 0 121

Shares outstanding for EPS 3,478,086,390 3,471,234,881 2,488,451,332 0 40

1 Due to UBS’s losses, 17 million, 27 million and 23 million potential ordinary shares from unexercised employee shares and options are not considered as they have an anti-dilutive effect for the quarters 
ended 31 March 2009, 31 December 2008 and 31 March 2008 respectively. Shares were retrospectively adjusted for the rights issue carried out in 2008.  2 “Shares outstanding” increased 5% to reflect 
the 1:20 ratio of the stock dividend distributed in 2008 for the financial year 2007.  3 “Shares outstanding” increased 7.053% due to the rights issue carried out in 2008.  4 31 March 2009 and 
31 December 2008 include 329,447,681 shares for the mandatory convertible notes issued to the Swiss Confederation in December 2008. 31 March 2009, 31 December 2008 and 31 March 2008 
 include 270,438,942 shares for the mandatory convertible notes issued to two investors in March 2008, adjusted for the dilution effect of the rights issue; remaining amounts related to exchangeable 
shares.
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UBS recognized an income tax expense of CHF 294 million for first quarter 2009 (which includes a CHF 312 million reduction 
of  deferred tax assets in respect of Swiss tax losses, taking into account latest forecasts of taxable profits).

Note 9 Income taxes

Note 10 Trading portfolio

CHF million 31.3.09 31.12.08

Trading portfolio assets

Debt instruments

Government and government agencies 99,213 115,696

Banks 24,777 23,175

Corporates and other 82,347 85,991

Total debt instruments 206,337 224,862

Equity instruments 67,222 77,258

Precious metals and other commodities 1 15,721 9,934

Total trading portfolio assets 289,280 312,054

Trading portfolio liabilities

Debt instruments

Government and government agencies 25,099 34,043

Banks 3,141 4,354

Corporates and other 10,729 10,945

Total debt instruments 38,969 49,342

Equity instruments 14,146 13,089

Total trading portfolio liabilities 53,115 62,431

1 Other commodities predominantly consist of energy.
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Material changes in level 3 instruments 
As of 31 March 2009, financial instruments measured with 
valuation techniques using significant non-market observ-
able inputs (level 3) mainly include structured rates and cred-
it trades, bespoke collateralized debt obligations (CDOs), in-
struments linked to the US sub-prime residential real estate 
market, US commercial and non-US real estate markets and 
leveraged finance instruments. Level 3 financial liabilities 
also include hybrid financial liabilities from structured prod-
uct issuances. 

Level 3 financial instruments recognized as “Trading portfo-
lio assets” and “Trading portfolio assets pledged as collateral” 
decreased by CHF 4.6 billion in first quarter 2009, due to net 
sales and settlements, net transfers out of level 3 and losses on 
these instruments as outlined in the table above. Net sales and 
settlements, and losses of the period mainly resulted in de-

Notes to the financial statements
5 May 2009

Note 11 Fair value of financial instruments

a) Fair value hierarchy

Movements of level 3 instruments

CHF billion

Trading portfolio  
assets (including those 

pledged as collateral)
Derivative instruments  

(net replacement values)
Financial liabilities 

designated at fair value

Balance at the beginning of the period 16.9 2.8 10.3

Gains / losses included in the income statement (1.7) 0.1 (0.7)

Gains / losses included directly in equity

Purchases, sales, issuances and settlements (2.3) (1.6) (0.2)

Purchases and issuances 2.2 0.1 0.6

Sales and settlements (4.5) (1.7) (0.8)

Transfers in and/or out of level 3 (1.3) (0.2) (0.5)

Transfers into level 3 2.5 0.7

Transfers out of level 3 (3.8) (0.2) (1.2)

FX translation 0.7 0.0 0.4

Balance at the end of the period 12.3 1.1 9.3

Determination of fair values from quoted market prices or valuation techniques

31.3.09 31.12.08

CHF billion Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Trading portfolio assets 119.5 116.0 11.4 247.0 128.1 128.4 15.3 271.8

Trading portfolio assets pledged as collateral 27.7 13.7 0.9 42.3 25.4 13.2 1.6 40.2

Positive replacement values 5.6 714.4 33.7 753.6 5.1 811.2 37.8 854.1

Financial assets designated at fair value 0.8 11.7 0.1 12.6 1.1 11.2 0.6 12.9

Financial investments available-for-sale 2.7 1.0 1.4 5.1 2.4 1.2 1.6 5.2

Total assets 156.3 856.8 47.5 1,060.6 162.1 965.2 57.0 1,184.3

Trading portfolio liabilities 29.6 23.0 0.5 53.1 33.9 27.5 1.0 62.4

Negative replacement values 5.5 696.1 32.6 734.2 4.9 812.0 35.0 851.9

Financial liabilities designated at fair value 90.1 9.3 99.4 91.2 10.3 101.5

Total liabilities 35.1 809.1 42.4 886.7 38.8 930.7 46.3 1,015.8

creases of instruments linked to the US sub-prime residential 
real estate market, US commercial and non-US real estate mar-
kets, non-real estate asset-backed securities and US reference-
linked notes whereas lending positions increased. Transfers 
into level 3 were more than offset by transfers out of level 3 in 
the period, primarily related to reclassification to level 2 of in-
struments held as hedges to bespoke CDOs as observability of 
valuation input for certain instruments increased and, to a 
smaller extent, reclassification to level 2 of structured rates and 
credit trades, and leverage finance and other lending posi-
tions. In addition, US non-student loans ARS positions were 
reclassified to “Loans and receivables” in first quarter 2009. 

Level 3 financial instruments recognized as “Positive re-
placement values” and “Negative replacement values” de-
creased by CHF 4.1 billion and CHF 2.4 billion, respectively, in 
first quarter 2009, a net decrease of CHF 1.7 billion, mainly 
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due to net sales and settlements, as outlined in the table on 
the previous page. Net sales and settlements in the period led 
mostly to decreases in net positions in bespoke CDOs, lever-
aged  finance instruments and US sub-prime residential real 
estate market linked instruments. For positive and negative 
replacement values, net amounts of approximately CHF 2.7 
billion and CHF 2.5 billion, respectively, were transferred out 

of level 3 in the period, mainly due to increased observability 
of valuation inputs for certain bespoke CDOs.

“Financial liabilities designated at fair value” decreased 
by CHF 1.0 billion in first quarter 2009.

The transfer of further level 3 instruments to the Swiss 
National Bank in early April 2009 will contribute to reduc-
tions in level 3 positions in second quarter 2009.

UBS’s own credit risk in the valuations of “Financial 
liabilities at fair value”, including derivative liabilities
The Group’s own credit represents the estimated difference 
in the market value of identical obligations issued by a risk-
less intermediary, relative to the market value of those obli-
gations issued by UBS, as judged from the perspective of the 
holders of those obligations. Changes in its own credit are 
reflected in valuations for those financial liabilities at fair val-
ue, including derivative liabilities, where the Group’s own 
credit risk would be considered by market participants and 
excludes fully collateralized transactions and other instru-
ments for which it is established market practice not to in-
clude an entity-specific adjustment for own credit. Own 
credit changes were calculated based on a senior long-term 
debt curve generated from observed external pricing for 
funding associated with new senior debt issued by the 
Group, or relevant secondary market transactions in senior 
long-term UBS debt. In the absence of issued debt, credit 
default swap spreads would be considered as well.

Disclosures on own credit for “Financial liabilities  
designated at fair value”
As at 31 March 2009, the own credit gain for “Financial 
liabilities designated at fair value” still held at reporting 
date (predominantly issued structured products) amount-
ed to CHF 651 million (year-to-date) and CHF 3,767 mil-
lion (life-to-date). The year-to-date amount represents the 
amount by which the financial liabilities designated at fair 
value were reduced during the period. The life-to-date 
amount stands for the amounts by which the fair value of 
financial liabilities designated at fair value have been re-
duced since inception. Included in these amounts is the 
overall quantification of changes in fair value attributable 
to changes in UBS’s credit spread during the periods. In 
addition, it includes the credit effect of “volume chang-
es,” i.e. the credit effect of period changes in fair values 

attributable to factors other than credit spreads, such as 
redemptions, effects from time decay, changes in the val-
ue of referenced instruments issued by third-parties or 
changes in the foreign exchange rates. The change of the 
year-to-date 2009 own credit only due to the change in 
credit spread was a gain of CHF 881 million.

Credit valuation adjustments on monoline credit protection
Credit valuation adjustments (CVAs) for monoline credit pro-
tection are based on a methodology that uses credit default 
swap spreads on the monolines as a key input in determin-
ing an implied level of expected loss. Where a monoline has 
no observable credit default swap (CDS) spread, a judgment 
is made on the most comparable monoline or combination 
of monolines and the corresponding spreads are used in-
stead. CVAs are intended to achieve a fair value of the un-
derlying contracts and are normally based on publicly avail-
able information.

In first quarter 2009, in some cases where UBS had knowl-
edge of potential restructurings that may result in economic 
outcomes more adverse than those implied by CDS market 
spreads, UBS determined to modify CVA amounts accordingly. 
At 31 December 2008, the same methodology was applied.

To assess the sensitivity of the CVA calculation to alterna-
tive assumptions, the impact of a 10% increase in monoline 
credit default swap spreads (e.g. from 4,000 basis points to 
4,400 basis points for a specific monoline) is considered. At 
31 March 2009, such an increase would have resulted in 
an increase in the monoline credit valuation adjustment of 
 approximately USD 203 million (CHF 231 million). The sensi-
tivity of the monoline credit valuation adjustment to a de-
crease of one percentage point in the monoline recovery rate 
assumptions (e.g. from 30% to 29% for a specific monoline, 
conditional on default occurring) is estimated to result in an 
increase of approximately USD 76 million (CHF 86 million) in 
the CVA.

Note 11 Fair value of financial instruments (continued)

a) Fair value hierarchy (continued)
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b) Valuations
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In addition, the CVAs related to transactions referencing 
residential mortgage-backed securities collateralized debt 
obligations (RMBS CDOs) are sensitive to the  estimated mar-
ket value of the underlying collateral pool. Holding all other 
parameters constant, the sensitivity of the monoline credit 
valuation adjustment to a 10% adverse change in the ag-
gregate value of the collateral pools underlying the refer-
enced RMBS CDOs is estimated to increase the credit valua-
tion adjustment by USD 83 million (CHF 94 million). Refer to 
the “Risk management and control” section of this report 
for details on UBS’s exposure to monolines.

Option to acquire equity of the SNB StabFund
Under IFRS, the option to purchase the SNB StabFund’s equity 
is recognized on the balance sheet as a derivative at fair value 
with changes in fair value recognized in profit and loss. At 
31 March 2009, the fair value of the call option held by UBS 
was approximately CHF 877 million (31 December 2008: CHF 
1,100 million). This fair value is calculated using a standard 
option pricing model, where the  asset pool is treated as the 
underlying asset. Key assumptions relate to the level of vola-
tility assumed and to the interest rate assumed. The relevant 
assumptions applied at 31 March 2009 are the same as those 
applied at 31 December 2008, with the exception of observ-
able LIBOR rate. In particular, UBS assigned a volatility of 
11.3% to the underlying asset pool. Decreasing or increasing 
this assumption by 10% (i. e. 11.3% to 10.2% and 11.3% to 
12.4%) would have decreased / increased the fair value at 31 
March 2009 by approximately minus USD 139 million (CHF 
158 million) / plus USD 142 million (CHF 161 million) respec-
tively. At 31 March 2009, UBS applied an interest rate based 
on an assumed term funding rate for the asset pool of LIBOR 
+250 basis points. Decreasing or increasing this assumption 
by 100 basis points would have decreased / increased the esti-
mated fair value at 31 March 2009 by minus USD 196 million 
(CHF 223 million) / plus USD 237 million (CHF 269 million).

Commitments to acquire auction rate securities
The auction rate securities (ARSs) inventory held by UBS is 
classified as loans and receivables per 31 March 2009, ac-
counted for at amortized cost and tested for impairment. 
These positions are not included in the sensitivity informa-
tion provided below. Commitments to acquire ARS with a 
fair value of USD 837 million (CHF 951 million) per 31 March 
2009 (31 December 2008: USD 1,069 million) are treated as 
derivatives and fair valued through profit or loss. Refer to the 
“Risk management and control” section of this report for 
further details on UBS’s ARSs commitments.

During first quarter 2009, UBS revised its approach to 
valuing the derivative commitment to repurchase ARSs 

from clients in future periods. These repurchases will occur 
in windows specified by the settlement agreements that 
UBS has entered into with relevant authorities. One such 
settlement window opened at the beginning of 2009 and 
remains open until 4 January 2011, at which time UBS will 
have the option to repurchase all remaining ARSs where 
clients have not previously exercised the option to have UBS 
repurchase the securities. The final and largest settlement 
window covering institutional clients opens on 30 June 
2010 and remains open until 2 July 2012, at which time 
UBS will have the option to repurchase any remaining ARSs 
outstanding relating to this settlement window. Based on 
experience with the settlement window that opened at the 
beginning of 2009, UBS now believes the most appropriate 
assumption to make regarding client behavior is that clients 
will request UBS to repurchase the ARSs at the earliest pos-
sible opportunity. Adoption of this assumption relative to 
alternative assumptions impacts the valuation of the liabil-
ity both by moving the repurchase date forward in time and 
by reducing the extent to which anticipated ARSs principal 
amortization will reduce the amount of the outstanding 
ARSs prior to the repurchase date.

The valuation of the repurchase liability is done consis-
tently with valuation approaches applied to the underlying 
ARSs. In particular, for student loan ARSs, which form the 
largest portion of the repurchase commitment, this valua-
tion is consistent with the fundamental cash flow model 
described in “Note 27 Fair Value of financial instruments” 
in the Financial statements of UBS’s annual report for 2008. 
The discount rates in this model embed risk premiums that 
are calibrated to observed market transactions.

The fair value per 31 March 2009 of the ARSs is primar-
ily sensitive to the level of various interest rates relevant to 
the outstanding student loan ARSs population and to the 
calibrated risk premiums within the student loan ARSs valu-
ation model. UBS estimates that a 10 basis points parallel 
increase / decrease in all relevant interest rates would result 
in a loss or gain of approximately USD 1 million (CHF 1 mil-
lion). With regard to the calibrated risk premiums, UBS es-
timates that a 50% increase / decrease in the risk premiums 
would result in a loss of approximately USD 221 million 
(CHF 251 million) or gain of approximately USD 217 million 
(CHF 247 million).

US reference-linked notes
The US reference-linked notes (US RLN) consists of a series 
of transactions whereby UBS purchases credit protection, 
predominantly in note form, on a portfolio of fixed income 
 assets. The referenced assets are comprised of USD ABSs 
(primarily home equity) and / or corporate bonds and loans 

Note 11 Fair value of financial instruments (continued)

b) Valuations (continued)
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across all rating categories. The credit protection embodied 
in the RLNs is fair valued using a market standard approach 
to the valuation of portfolio credit protection (Gaussian 
 copula). This approach effectively simulates correlated de-
faults within the portfolio, where the expected losses and 
defaults of the individual assets are closely linked to the 
observed market prices (spread levels) of those assets. Key 
assumptions of the model include correlations and recov-
ery rates. UBS applies fair value adjustments related to po-
tential uncertainty in each of these parameters, which are 
only partly observable. In addition, UBS applies fair value 
adjustments for uncertainties associated with the use of 
observed spread levels as the primary inputs. These fair val-
ue adjustments are calculated by applying shocks to the 
relevant parameters and revaluing the credit protection. 
These shocks for correlation, recovery and spreads are set 
to various levels depending on the asset type and / or re-
gion and may vary over time depending on the best judg-
ment of the relevant trading and control personnel. Cor-
relation and recovery shocks are generally in the range of 5 
to 15 percentage points. Spread shocks vary more widely 
and also depend on whether the underlying protection is 
funded or unfunded to reflect cash / synthetic basis effects. 
As of 31 March 2009, the fair value of the US RLN credit 
protection (pre-reserve) is approximately USD 2,890 million 
(CHF 3,284 million); the amount was approximately USD 
3,284 million at 31 December 2008. The fair value adjust-
ments calculated by applying the shocks described above 
are approximately USD 216 million (CHF 245 million) per 
31 March 2009 (31 December 2008: USD 299 million). 
Changes in fair values relative to 31 Dec 2008 reflect a 
combination of position reductions and changes in market 
inputs and assumptions.

Non-US reference-linked notes
The same valuation model and the same approach to calcu-
lation of fair value adjustments is applied for the non-US 
reference-linked notes (non-US RLNs) credit protection as 
for the US RLN credit protection described above, except 
spread is shocked by 10% for  European corporate names. 
As of 31 March 2009, the fair value of the non-US RLN 
credit protection is approximately USD 1,627 million (CHF 
1,849 million; 31 December 2008: USD 1,971 million). The 
fair value adjustments (up and down) calculated by apply-
ing the shocks described above are approximately USD 84 
million (CHF 95 million; 31 December 2008: USD 155 mil-
lion). Changes in fair values relative to 31 December 2008 
reflect a combination of position reductions and changes in 
market inputs and assumptions.

Derivatives embedded in MCN December issuance
The MCNs issued in December 2008 include embedded equity 
and derivative components with UBS shares as underlying, 
which are bifurcated and treated as one derivative accounted 
for at fair value with fair value changes recognized in profit or 
loss. Refer to “Note 26 Capital increases and mandatory con-
vertible notes” in the financial statements of UBS’s annual re-
port 2008 for more information. The fair value amounted to 
negative CHF 513 million per 31 March 2009 (negative CHF 
1,058 million at 31 December 2008). A 10% reduction in UBS’s 
share price from CHF 10.70 to CHF 9.63, holding all other vari-
ables constant, would have resulted in a fair value of negative 
CHF 377 million, whereas an increase of 10% in UBS’s share 
price from CHF 10.70 to CHF 11.77 would have led to a fair 
value of negative CHF 669 million. There is no impact on UBS’s 
financial resources, as the embedded equity and derivative 
components will be settled in newly issued UBS shares.

Note 11 Fair value of financial instruments (continued)

b) Valuations (continued)

c) Deferred day-1 profit or loss

Quarter ended

CHF million 31.3.09 31.12.08 31.3.08

Balance at the beginning of the period 627 654 550

Deferred profit / (loss) on new transactions 17 117 129

Recognized (profit) / loss in the income statement (79) (105) (145)

Foreign currency translation 35 (39) (73)

Balance at the end of the period 600 627 461

The table reflects financial instruments for which fair value is 
determined using valuation models where not all inputs are 
market-observable. Such financial instruments are initially 
recognized in UBS’s financial statements at their transaction 
price although the values obtained from the relevant valua-

tion model on day-1 may differ. The table shows the aggre-
gate difference yet to be recognized in profit or loss at the 
beginning and end of the period and a reconciliation of 
changes in the balance of this difference (movement of de-
ferred day-1 profit or loss).
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Note 13 Commitments

The table below shows the maximum committed amount of commitments.

31.3.09 31.12.08

CHF million Gross
Sub- 

participations Net Gross
Sub- 

participations Net

Credit guarantees and similar instruments 13,886 (225) 13,661 13,124 (344) 12,780

Performance guarantees and  
similar instruments 3,512 (455) 3,057 3,596 (446) 3,150

Documentary credits 2,465 (535) 1,930 2,979 (415) 2,564

Total commitments 19,863 (1,215) 18,648 19,699 (1,205) 18,494

Undrawn irrevocable credit facilities 60,828 (2) 60,826 60,316 (1) 60,315

In 2008, financial assets with fair values of CHF 26 billion 
on their respective reclassification date were reclassified 
out of “Trading portfolio assets” to “Loans”. In first quarter 
2009, additional financial assets with a fair value of CHF 

0.6 billion on their reclassification date were reclassified out 
of “Trading portfolio assets” to “Loans”. The table below 
shows the carrying values and fair values of these financial 
assets.

Note 12 Reclassification of financial assets

Trading portfolio assets reclassified to loans

31.3.09 31.12.08
On reclassification 

date

CHF billion Carrying value Fair value Carrying value Fair value Fair value

Reclassified in 2008 24.7 20.6 24.2 20.8 26.0

Reclassified on 28.2.09 0.6 0.6 0.6

Total trading portfolio assets reclassified 25.3 21.2 24.2 20.8 26.6

Fair value losses recognized in first quarter 2009 on the 
 financial assets reclassified on 28 February 2009, prior to 
their reclassification, were immaterial.

If the reclassifications had not been made, changes in 
the fair values of the financial assets reclassified in both 
2008 and first quarter 2009 would have resulted in fair val-

ue losses of CHF 1.2 billion for the quarter ended 31 March 
2009 and CHF 4.8 billion for the quarter ended 31 Decem-
ber 2008. 

After reclassification, the financial assets reclassified both 
in 2008 and first quarter 2009 contributed to UBS’s income 
statement as shown in the table below.

Contribution of the reclassified assets to the income statement

CHF billion 31.3.09 31.12.08

Net interest income 0.4 0.1

Credit loss (expense) / recovery (0.6) (1.3)

Other income 0.1

Impact on operating profit before tax (0.1) (1.2)
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Note 14 Changes in organization

Sale of positions to a third-party fund controlled  
by the Swiss National Bank

Since the publication of UBS’s annual report for 2008, the 
Swiss National Bank (SNB) has determined the purchase 
price to be paid for the remaining positions to be transferred 
to the SNB StabFund. Overall, the market value (net expo-
sure) of the portfolio transferred to the fund amounts to 
USD 38.7 billion (net of pricing adjustments).

USD 16.4 billion of positions were already transferred to 
the fund in December 2008, followed by the transfer of the 
remaining USD 22.2 billion of positions, of which USD 6.6 
billion was transferred in March and USD 15.7 billion in ear-
ly April 2009. Positions transferred in early April 2009 were 
reflected in the balance sheet as of 31 March 2009.

The purchase price was determined by the SNB, based on 
valuations conducted by independent experts, and reflects 
the value of these positions as at 30 September 2008. The 
purchase price for the overall portfolio was, in the aggregate, 
USD 1 billion lower than the market value UBS assigned to 
these positions on 30 September 2008. Of this USD 1 billion, 
USD 0.7 billion was accounted for in UBS’s results for 2008. 
The remaining USD 0.3 billion price difference was recog-
nized in the income statement in first quarter 2009. 

Overall, the impact of the SNB transaction on the income 
statement in first quarter 2009 was a loss of CHF 534 million 
comprised of a CHF 232 million loss due to the price differ-

ence recognized in first quarter 2009, favourably impacted 
by the foreign exchange movements on the underlying non-
US related positions, and a CHF 302 million net loss on UBS’s 
option to acquire the fund’s equity. 

As part of the restatements made to the financial state-
ments 2008, all of the price difference determined prior to 
the publication of UBS’s annual report 2008 was recognized 
in 2008. The impact of the SNB transaction on the income 
statement in 2008 was a loss of CHF 5,232 million, which 
includes a CHF 3,511 million net loss on the option to acquire 
the fund’s equity, a CHF 771 million loss due to the price dif-
ference recognized in 2008, a CHF 343 million loss on hedg-
es that were subject to trading restrictions as a result of the 
transaction, and a CHF 607 million charge associated with 
the contingent issuance of UBS shares in connection with the 
transaction.

Regulatory considerations

UBS has been in active dialogue with its regulators concern-
ing remedial actions that it is taking to address deficiencies 
in its risk management and control, funding, and certain 
other processes and systems. UBS will for some period be 
subject to increased scrutiny by the Swiss Financial Market 
Supervisory Authority and its other major regulators, and ac-
cordingly will be subject to regulatory measures that might 
affect the implementation of its strategic plans.
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Note 15 Provisions

CHF million 31.3.09 31.12.08

Operational risks including litigation 1,383 1,688

Other 1 1,037 1,039

Total 2,420 2,727

1 Excludes contingent claims and pensions.
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UBS Group operates in a legal and regulatory environment 
that exposes it to potentially significant litigation risks. As a 
result, UBS is involved in various disputes and legal proceed-
ings, including litigation, arbitration and regulatory and 
criminal investigations, including numerous disputes and le-
gal proceedings arising directly or indirectly out of the credit 
crisis. Such cases are subject to many uncertainties, and their 
outcome is often difficult to predict, including the impact on 
operations or on the financial statements, particularly in the 
earlier stages of a case. In certain circumstances, to avoid the 
expense and distraction of legal proceedings, UBS may, 
based on a cost-benefit analysis, enter into a settlement 
even though UBS denies any wrongdoing. The Group makes 
provisions for cases brought against it only when, after seek-
ing legal advice, in the opinion of management it is probable 
that a liability exists and the amount can be reasonably esti-
mated. No provision is made for claims asserted against the 
Group that in the opinion of management are without mer-
it and where it is not likely that UBS will be found liable.

Certain potentially significant legal proceedings as of 
31 March 2009 are described below:
a) Tax shelter investigation: In connection with a criminal in-

vestigation of tax shelters, the United States Attorney’s 
Office for the Southern District of New York (US Attor-
ney’s Office) continues to examine certain tax-oriented 
transactions involving UBS and others between 1996 and 
2000. UBS is continuing to cooperate in this investiga-
tion. 

b) Municipal bonds: In November 2006, UBS and others re-
ceived subpoenas from the US Department of Justice, 
 Antitrust Division, and the US Securities and Exchange 
Commission (SEC), seeking information relating to the in-
vestment of proceeds of municipal bond issuances and 
associated derivative transactions. Both investigations are 
ongoing, and UBS is cooperating. In addition, various 
state Attorneys General have issued subpoenas seeking 
similar information. In the SEC investigation, on 4 Febru-
ary 2008, UBS received a “Wells notice” advising that the 
SEC staff is considering recommending that the SEC bring 
a civil action against UBS AG in connection with the bid-
ding of various financial instruments associated with mu-
nicipal securities. 

c) HealthSouth: UBS is defending itself in two putative se-
curities class actions brought to the US District Court for 
the Northern District of Alabama by holders of stocks 
and bonds in HealthSouth Corp. A class has been certi-
fied in the stockholder action. In October 2008, UBS 
agreed to settle derivative litigation brought on behalf of 
HealthSouth in Alabama State Court. Due to existing in-
surance coverage this settlement had no impact on UBS’s 
result in 2008.

d) Auction rate securities: UBS was sued by four state regu-
latory authorities and was the subject of investigations by 
the SEC and other regulators, relating to the marketing 
and sale of Auction Rate Securities (ARS) to clients and to 
UBS’s role and participation in ARS auctions and under-
writing of ARS. UBS was also named in several putative 
civil litigations and individual civil suits and a large num-
ber of individual arbitrations. The regulatory actions and 
investigations, and the class actions, followed the disrup-
tion in the markets for these securities and related auc-
tion failures since mid-February 2008. Plaintiffs and the 
regulators generally sought rescission, i.e., for UBS to pur-
chase the ARS that UBS sold to them at par value, as well 
as compensatory damages, disgorgement of profits and 
in some cases penalties. On 8 August 2008, UBS entered 
into settlements, in principle with the SEC, the New York 
Attorney General (NYAG) and other state agencies repre-
sented by the North American Securities Administrators 
Association (NASAA), whereby UBS agreed to offer to 
buy back ARS from eligible customers within certain time 
periods, the last of which begins on 30 June 2010, and to 
pay penalties of USD 150 million (USD 75 million to the 
NYAG, USD 75 million to the other states). UBS subse-
quently finalized its settlement with the State of Massa-
chusetts, the SEC and the NYAG, and is continuing to fi-
nalize agreements with the other state regulators. UBS’s 
settlement is largely in line with similar industry regula-
tory settlements. The NYAG and SEC continue to investi-
gate individuals affiliated with UBS who traded in ARS or 
who had responsibility for disclosures.

e) US cross-border: UBS AG has been responding to a num-
ber of governmental inquiries and investigations relating 
to its cross-border private banking services to US private 
clients during the years 2000–2007. On 18 February 2009, 
UBS announced that it had entered into a Deferred Prose-
cution Agreement (DPA) with the US Department of Justice 
(DOJ) and a Consent Order with the SEC relating to these 
investigations. As part of these settlement agreements, 
among other things: (i) UBS will pay a total of USD 780 
million to the United States, USD 380 million representing 
disgorgement of profits from maintaining the US cross-
border business and USD 400 million representing US fed-
eral backup withholding tax required to be withheld by 
UBS, together with interest and penalties, and restitution 
for unpaid taxes associated with certain account relation-
ships involving fraudulent, sham and nominee offshore 
structures and otherwise, as covered by the DPA; (ii) UBS 
will complete the exit of the US cross-border business out 
of non-SEC registered entities, as announced in July 2008, 
which these settlements permit UBS to do in a lawful, or-
derly and expeditious manner; (iii) UBS will implement and 

Note 16 Litigation
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maintain an enhanced program of internal controls with 
respect in compliance with its obligations under its Quali-
fied Intermediary (QI) Agreement with the Internal Reve-
nue Service (IRS), as well as a revised legal and compliance 
governance structure in order to strengthen independent 
legal and compliance controls; and (iv) pursuant to an or-
der issued by the Swiss Financial Market Supervisory Au-
thority (FINMA), information was transferred to the DOJ 
regarding accounts of certain US clients as set forth in the 
DPA who, based on evidence available to UBS, appear to 
have committed tax fraud or the like according to the def-
inition of the Swiss-US Double Taxation Treaty. Pursuant to 
the DPA, the DOJ has agreed that any further prosecution 
of UBS will be deferred for a period of at least 18 months, 
subject to extension under certain circumstances, such as 
UBS needing more time to complete the implementation 
of the exit of its US cross-border business. If UBS satisfies 
all of its obligations under the DPA, the DOJ will refrain 
permanently from pursuing charges against UBS relating 
to the investigation of its US cross-border business. As part 
of the SEC resolution, the SEC filed a complaint against 
UBS in the Federal District Court in Washington, D.C., 
charging UBS with acting as an unregistered broker-dealer 
and investment advisor in connection with maintaining its 
US cross-border business. Pursuant to the Consent Order, 
UBS did not admit or deny the allegations in the complaint, 
and consented to the entry of a final judgment that pro-
vides, among other things, that: (i) UBS will pay USD 200 
million to the SEC, representing disgorgement of profits 
from the US cross-border business (this amount is included 
in, and not in addition to, the USD 780 million UBS is pay-
ing to the United States as described above); and (ii) UBS 
will complete its exit of the US cross-border business and 
will be permanently enjoined from violating the SEC regis-
tration requirements by providing broker-dealer or invest-
ment advisory services to US persons through UBS entities 
not registered with the SEC. The District Court entered the 
final judgment on 19 March 2009. 

 The DOJ and SEC agreements do not resolve issues con-
cerning the pending “John Doe,” summons which the 
IRS served to UBS in July 2008. In this regard, on 19 Feb-
ruary 2009, the Civil Tax Division of the DOJ filed a civil 
petition for enforcement of this summons in US Federal 
District Court in Miami, through which it seeks an order 
directing UBS to produce information located in Switzer-
land regarding US clients who have maintained accounts 
with UBS in Switzerland without providing a Form W-9. 
On 24 February 2009, the District Court issued a schedul-
ing order, pursuant to which a hearing will be held on 13 
July 2009. The DPA preserves UBS’s ability to fully defend 
its rights in connection with the IRS’s enforcement effort. 

UBS believes that it has substantial defenses, including 
that complying with the summons would constitute a vio-
lation of Swiss financial privacy laws, and intends to vig-
orously contest the enforcement of the summons. The 
resolution of the summons litigation could result in the 
imposition of substantial fines, penalties and / or other 
remedies. In addition, pursuant to the DPA, should UBS 
fail to comply with a final US court order directing it to 
comply with the summons after fully exhausting all rights 
to appeal, the DOJ may, after certain conditions have 
been satisfied, choose to pursue various remedies avail-
able for breach of the DPA. This may include charging 
UBS with conspiracy to commit tax fraud.

 Also on 18 February 2009, FINMA published the results of 
the now concluded investigation conducted by the Swiss 
Federal Banking Commission (SFBC). The SFBC concluded, 
among other things, that UBS violated the requirements 
for proper business conduct under Swiss banking law and 
issued an order barring UBS from providing services to US-
resident private clients out of non-SEC registered entities. 
Further, the SFBC ordered UBS to enhance its control 
framework around its cross-border businesses, and an-
nounced that the effectiveness of such a framework will 
be audited. Following the disclosure of the US cross-bor-
der matter, and the settlements with the DOJ and the SEC, 
tax and regulatory authorities in a number of jurisdictions 
have expressed an interest in understanding the cross-bor-
der wealth management services provided by UBS and 
other financial institutions. It is premature to speculate on 
the scope or effect of any such inquiries.

f) Matters related to the credit crisis: UBS is responding to 
a number of governmental inquiries and investigations, 
and is involved in a number of litigations, arbitration and 
disputes related to the credit crisis, and in particular US 
mortgage-related securities and related structured trans-
actions and derivatives. These matters concern, among 
other things, UBS’s valuations, disclosures, write-downs, 
underwriting and contractual obligations. In particular, 
UBS has been in regular communication with, and re-
sponding to inquiries by, FINMA, its home country con-
solidated regulator, as well as the SEC and the United 
States Attorney’s Office for the Eastern District of New 
York (USAO), regarding some of these issues and others, 
including the role of internal control units, governance 
and processes around risk control and valuation of mort-
gage-related instruments, compliance with public disclo-
sure rules, and the business rationales for the launching 
and reintegration of Dillon Read Capital Management 
(DRCM). FINMA concluded its investigation in October 
2008, but the investigation by the SEC and the USAO 
are ongoing. 

Note 16 Litigation (continued)
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g) Claims related to UBS disclosure: A putative consolidated 
class action was filed against UBS and a number of cur-
rent and former directors and senior officers in the South-
ern District of New York alleging securities fraud in con-
nection with the firm’s disclosures relating to its losses in 
the subprime mortgage markets, its losses and positions 
in auction rate securities, and its US cross-border busi-
ness. Defendants have moved to dismiss the complaint 
for lack of jurisdiction and for failure to state a claim. In 
February and March 2009, two additional securities fraud 
class actions were filed in the Southern District of New 
York against UBS and various senior executives and direc-
tors alleging that defendants made materially misleading 
disclosures concerning UBS’s US cross-border wealth 
management business. By an order dated 7 April 2009, 
these two actions were consolidated with the pending 
shareholder class action. UBS and a number of senior of-
ficers and directors have also been sued in a consolidated 
class action brought on behalf of holders of UBS ERISA 
retirement plans in which there were purchases of UBS 
stock. UBS has moved to dismiss the ERISA complaint for 
failure to state a claim.

h) Madoff: In relation to the Madoff investment fraud, 
UBS, UBS (Luxembourg) SA and certain other UBS sub-
sidiaries are responding to inquiries by a number of reg-
ulators, including FINMA and the Luxembourg Commis-

Note 16 Litigation (continued)

sion de Surveillance du Secteur Financier (CSSF). The 
CSSF has made inquiries concerning two third-par-
ty funds established under Luxembourg law, the as-
sets of which were managed by Bernard L. Madoff In-
vestment Securities LLC, and which now face severe 
losses. The last reported net asset value of the two funds 
before revelation of the Madoff scheme was approxi-
mately USD 1.7 billion in the aggregate. The documen-
tation establishing both funds identifies UBS entities in 
various roles including custo dian, administrator, manag-
er, distributor and promoter, and that UBS employees 
serve as board members. On 25 February 2009, the CSSF 
issued a communiqué with respect to the larger of the 
two funds, stating that UBS (Luxembourg) SA had failed 
to comply with its due diligence responsibilities as custo-
dian bank. The CSSF ordered UBS (Luxembourg) SA to 
review its infrastructure and procedures relating to its 
supervisory obligations as custodian bank, but did not 
order it to compensate investors. Certain alleged benefi-
ciaries have filed claims against UBS entities for purport-
ed losses or the satisfaction of redemption requests de-
livered to funds prior to the revelation of the Madoff 
scheme. Further, certain clients of UBS Sauerborn (the 
KeyClient segment of UBS Deutschland AG) are exposed 
to Madoff-managed positions through third party 
funds and funds administered by UBS Sauerborn.
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Introduction

As at 31 March 2009, the following four segments carried 
goodwill: Wealth Management & Swiss Bank, Wealth 
 Management Americas, Global Asset Management and the 
 Investment Bank. For the purpose of testing goodwill for 
 impairment, UBS considers each of these segments as a sep-
arate cash-generating unit, and determines the recoverable 
amount of a segment on the basis of value in use.

The ongoing crisis in the financial markets dramatically 
changed industry dynamics, and the related decrease in mar-
ket capitalization of UBS made it necessary to review wheth-
er goodwill allocated to its cash generating units was im-
paired. On 31 March 2009, equity attributable to UBS 
shareholders stood at CHF 31.3 billion. UBS’s market capital-
ization, excluding the impact of the issued MCNs, amounted 
to CHF 31.4 billion. Since then UBS’s market capitalization 
has risen and, as at 30 April 2009, has exceeded book equity 
by more than 20%. On the basis of the impairment-testing 
methodology described below, UBS concluded that the 
goodwill allocated to all its segments remains recoverable.

UBS Pactual

As a result of the announced sale of UBS Pactual, a goodwill 
impairment charge of CHF 631 million was recognized in 
first quarter 2009 (refer to “Note 18 Post-balance-sheet 
events” in the financial statements of this report for further 
details). Upon closing, UBS Pactual will be deconsolidated 
and the remaining goodwill of CHF 0.8 billion will be re-
moved from UBS’s balance sheet.

Methodology

The recoverable amount is determined using a proprietary 
model based on discounted cash flows, which has been 
adapted to give effect to the special features of the banking 
business and its regulatory environment. The recoverable 
amount is determined by estimating streams of earnings 
available to shareholders in the next five years, discounted to 
their present values. The terminal value reflecting all periods 
beyond the fifth year is calculated on the basis of the esti-
mated individual return on equity for each segment, which is 
derived from the forecast of fifth-year profit, the underlying 
equity, the cost of equity and the long-term growth rate. The 
recoverable amount of a segment is the sum of earnings 
available to shareholders from the first five years and the 
terminal value.

The carrying amount for each segment is determined by 
a roll-forward of historic carrying amounts based on the eq-

uity attributed to UBS shareholders, as full balance sheets 
are not available for the segments. For each segment the 
beginning of the period balance of equity is rolled forward 
by accounting for the items that affect segment’s carrying 
amount, e.g. allocation of transactions with shareholders at 
Group level, to arrive at the end of the period balance.

Investment Bank / Wealth Management Americas

On 31 March 2009, the reassessment of the goodwill of the 
Investment Bank and Wealth Management Americas, which 
have been strongly affected by the effects of the financial mar-
ket crises, was a key focus. Goodwill allocated to the Invest-
ment Bank amounted to CHF 4.1 billion as at 31 March 2009, 
down from CHF 4.3 billion as at 31 December 2008. The de-
cline was due to an impairment of CHF 421 million of goodwill 
related to the announced sale of UBS Pactual (refer to “Note 
18 Post-balance-sheet events” in the financial statements of 
this report for further details), partly offset by foreign currency 
translation effects. Goodwill allocated to Wealth Management 
Americas amounted to CHF 4.0 billion as at 31 March 2009, 
up from CHF 3.8 billion as at 31 December 2008, with the in-
crease due to foreign currency translation effects, partly offset 
by an impairment of CHF 19 million related to the announced 
sale of UBS Pactual.

In its review of the goodwill balance as at the end of first 
quarter 2009, UBS considered the performance outlook of its 
Investment Bank and Wealth Management Americas business 
divisions and the underlying business operations to resolve 
whether the recoverable amount for this unit covers its carry-
ing amount, based on the methodology described above. On 
this basis, UBS concluded that goodwill allocated to the Invest-
ment Bank and Wealth Management Americas remained re-
coverable on 31 March 2009. The conclusion was reached 
based on the updated forecast results which include those ac-
tivities that are expected to generate positive cash flows in fu-
ture years. The forecasts are based on an expectation that the 
economic environment will gradually improve over the next 
three years and reach an average growth level thereafter. How-
ever, if the conditions in the financial markets and banking in-
dustry further deteriorate and turn out to be worse than an-
ticipated in UBS’s performance forecasts, the goodwill carried 
in the Investment Bank and Wealth Management Americas 
business divisions may need to be impaired in future quarters.

Recognition of any impairment of goodwill would reduce 
equity attributable to UBS shareholders and net profit, but it 
would not impact cash flows, BIS tier 1 capital, BIS total cap-
ital, and capital ratios of the UBS Group, as goodwill is re-
quired to be deducted from capital under the Basel II capital 
framework.

Note 17 Goodwill impairment
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Note 18 Post -balance-sheet events

Restructuring

In order to adapt its size to the changed market conditions 
and lower levels of business, on 15 April 2009 UBS an-
nounced cost-saving measures with the aim to reduce costs 
by approximately CHF 3.5 billion to CHF 4.0 billion by the 
end of 2010 compared with 2008 levels. 

As communicated earlier in April 2009, UBS intends to con-
solidate all Group-wide infrastructure and service operations in 
the Corporate Center and centralize the management of its 
finance, risk control, and legal and compliance functions. 

In addition, UBS expects to reduce the number of its em-
ployees to around 67,500 in 2010, from approximately 
76,200 as at the end of March 2009. 

UBS announced that it will continue to reduce risks and 
will exit high risk and unpromising businesses. It is currently 
conducting a review in order to make clear decisions about 
which businesses it will remain active in and grow and which 
it will exit. 

Sale of UBS Pactual

On 20 April 2009, UBS announced that it had agreed to sell 
its Brazilian financial services business, UBS Pactual, to BTG 
Investments, LP. The sale consideration consists of a combi-

nation of cash and an assumption of liabilities by BTG Invest-
ments. The total cash consideration is approximately USD 
667 million, of which USD 467 million will be payable at the 
closing of the transaction, and the remaining USD 200 mil-
lion, plus accrued interest, 12 months after the closing. Lia-
bilities assumed by BTG Investments primarily relate to the 
residual payment obligation of USD 1.6 billion owed to for-
mer Pactual partners, which was incurred by UBS upon ac-
quisition of Pactual in 2006 and is due in 2011.

The sale price agreed after the balance sheet date pro-
vided indication that the goodwill allocated to UBS Pactual 
was impaired at 31 March 2009. The impairment is treated 
as an adjusting event after the reporting period and included 
in the financial statements. As a result, a goodwill impair-
ment charge of CHF 631 million was recognized in first quar-
ter 2009, partly offset by a deferred tax benefit of CHF 243 
million, resulting in a net charge of CHF 388 million. At 
31 March 2009, and after impairment, the goodwill allocat-
ed to UBS Pactual amounted to CHF 769 million.

Upon closing of the transaction, UBS expects to realize a 
loss predominantly attributable to currency translation ef-
fects in the range of CHF 500 million that has accumulated 
during the holding period of UBS Pactual.

The transaction is subject to regulatory approval and is 
expected to close by mid-2009.

Note 19 Currency translation rates

The following table shows the principal rates used to translate the financial information of foreign entities into Swiss francs.

Spot rate Average rate

As of Quarter ended

31.3.09 31.12.08 31.3.08 31.3.09 31.12.08 31.3.08

1 USD 1.14 1.07 0.99 1.16 1.15 1.02

1 EUR 1.51 1.49 1.57 1.49 1.50 1.58

1 GBP 1.63 1.56 1.97 1.65 1.73 1.98

100 JPY 1.15 1.17 1.00 1.21 1.19 1.00

Notes to the financial statements
5 May 2009



Cautionary Statement Regarding Forward-Looking Statements | This report contains statements that constitute “forward-looking statements”, including but not limited to statements 
relating to the anticipated effect of transactions described herein, risks arising from the current market crisis and other risks specific to UBS’s business, strategic initiatives, future business 
development and economic performance. While these forward-looking statements represent UBS’s judgments and expectations concerning the development of its business, a number of risks, 
uncertainties and other important factors could cause actual developments and results to differ materially from UBS’s expectations. These factors include, but are not limited to: (1) the extent 
and nature of future developments in the market segments that have been or may be affected by the current market crisis and their effect on UBS’s assets and exposures, including UBS’s re-
maining net and gross exposures related to the United States mortgage market; (2) developments affecting the availability of capital and funding to UBS and other financial institutions, includ-
ing any changes in UBS’s credit spreads and ratings; (3) other market and macroeconomic developments, including movements in local and international securities markets, credit spreads, 
currency exchange rates and interest rates; (4) changes in internal risk control and limitations in the effectiveness of UBS’s internal processes for risk management, risk control, measurement 
and modeling, and of financial models generally; (5) the possible consequences of efforts to enforce the US Internal Revenue Service’s “John Doe” summons and of pending or future inquires 
concerning UBS’s cross-border banking businesses by tax or regulatory  authorities in other jurisdictions; (6) the degree to which UBS is successful in implementing its remediation plans and 
strategic and organizational changes, including the recently announced cost and headcount reductions, and whether those plans and changes will have the effects anticipated; (7) changes in 
the financial position or creditworthiness of UBS’s customers, obligors and counterparties, and developments in the markets in which they operate, including possible failures resulting from 
the current market crisis and adverse economic environment; (8) management changes and changes to the internal or overall structure of UBS’s business divisions; (9) the occurrence of op-
erational failures, such as fraud, unauthorized trading and systems failures; (10) legislative, governmental and regulatory developments, including the effect of more stringent capital require-
ments and of regulatory constraints on UBS’s activities; (11) changes in accounting standards or policies, and accounting determinations affecting the recognition of gain or loss, the valuation 
of goodwill and other assets or other matters; (12) changes in and the effect of competitive pressures, including the possible loss of key employees as a result of compensation issues or for 
other reasons; (13) technological developments; and (14) the impact of all such future developments on positions held by UBS, on its short-term and longer-term earnings, on the cost and 
availability of funding and on UBS’s capital ratios. In addition, these results could depend on other factors that we have previously indicated could adversely affect our business and financial 
performance which are contained in our past and future filings and reports, including those filed with the SEC. More detailed information about those factors is set forth in documents furnished 
by UBS and filings made by UBS with the SEC, including UBS’s Annual Report on Form 20-F for the year ended 31 December 2008. UBS is not under any obligation to (and expressly disclaims 
any obligation to) update or alter its forward-looking statements, whether as a result of new information, future events, or otherwise.

Rounding | Numbers presented throughout this report may not add up precisely to the totals provided in the tables. Percentages and percent changes are calculated based on rounded figures 
displayed in the tables and text and may not precisely reflect the percentages and percent changes that would be derived based on figures that are not rounded.

Imprint | Publisher: UBS AG, P.O. Box, CH-8098 Zurich, Switzerland; CH-4002 Basel, P.O. Box, Switzerland; www.ubs.com | Language: English / German | SAP-No. 80834E-0902

© UBS 2009. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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