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UBS Switzerland AG standalone financial

statements (audited)

Income statement

For the year ended

CHF million

31.12.17

31.12.16

Interest and di

Interest an

3,552

3,795

Interest expense 2 (363) (467)
Gross interest income 3,304 3,423
C redlt Ioss (expense) /r ecovery .................................................................................................................................................................................. (10) ........................... 6 .
Net interest income 3,294 3,429
Fee and commission income from securities and investment business 3,428 3,272
C r ed|t related feesand com m|55|ons ........................................................................................................................................................................... : 71 ....................... 156
Otherfeeandcomm|ssnon|ncome740 ....................... 712
Fee andco mm|55|o nexpense .................................................................................................................................................................................. (3 73) ..................... (359) .
Net fee and commission income 3,966 3,782
Net trading income 883 805
Net income from disposal of financial investments 3 159

Sundry ordinary expenses (17) (58)
Other income from ordinary activities 207 326
Total operating income 8,350 8,341

Personnel expenses 2,048 2,109
G eneral and adm|n|st ratlveexpenses ........................................................................................................................................................................ 3 2973469
Subtotal operating expenses 5,345 5,578
Impairment of investments in subsidiaries and other participations 3 0
Depreuatlonandlmpalrmentofpropertyequmentandsoftware11 ......................... 12
A mortlzatlo nandlmpalr ment ofgoo dW|IIand other |ntang|ble assets ............................................................................................................................ 1 050 ..................... : 050
ChangesmprowsmnsandotherallowancesandIosses10 ........................... 5 .
Total operating expenses 6,419 6,644
Operating profit 1,931 1,697
Ext raordlnarylncome ................................................................................................................................................................................................... 0 ........................... 0 .
Ext raordlnary expenses ................................................................................................................................................................................................ 0 ........................... 0 .
Taxexpen se /(benef | t) ............................................................................................................................................................................................. 41 8 ....................... 384 .
Net profit / (loss) 1,513 1,313
1 Interest and discount income includes negative interest income on financial assets of CHF 85 million and CHF 111 million for the years ended 31 December 2017 and 31 December 2016, respectively. 2 Interest

expense includes negative interest expense on financial liabilities of CHF 170 million and CHF 136 million for the years ended 31 December 2017 and 31 December 2016, respectively.



UBS Switzerland AG standalone financial statements (audited)

Balance sheet

CHF million Note 31.12.17 31.12.16
Assets
Cash and balances with central banks 38,467 44,528

Other assets 13 716 893
Total assets 290,310 294,497
Liabilities

Due to banks 20,728 13,248

Total liabilities 275,525 281,034
Equity
Share capital 16 10 10

Net profit / (loss) for the period 1,513 1,313
Total equity 14,785 13,463
Total liabilities and equity 290,310 294,497
of which. subordinated liabilities 3013 4527
" W/I/C/75Ub/(:’[f z‘omaﬁdam/y L 3073 ................... 452/




Balance sheet (continued)

CHF million 31.12.17 31.12.16
Off-balance sheet items
Contingent liabilities, gross 12,485 9,608

of which. documentary credits 32195 3,002
Irrevocable commitments, gross 9,054 8,780
Subpamqpanons ..................................................................................................................................................................................................... (4) ........................ (2)
- revocablecommltments L 9050 .................... 8 S
..... waﬁm/aaﬂmmmmem87837906
..... OfW/Nd]paymem(Omm/rmeﬂne/mdwdgpommmﬂm867872
Liabilities for calls on shares and other equity instruments 43 43

Off-balance sheet items

UBS Switzerland AG is jointly and severally liable for the
combined value added tax (VAT) liability of UBS entities that
belong to the VAT group of UBS in Switzerland. This contingent
liability is not included in the table above.

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
insolvent. The Swiss Financial Market Supervisory Authority
(FINMA) estimates the share of UBS Switzerland AG from 1 July
2017 to 30 June 2018 to be CHF 867 million, which is reflected
in the table above.

Joint and several liability

In June 2015, the Personal & Corporate Banking and Wealth
Management businesses booked in Switzerland were transferred
from UBS AG to UBS Switzerland AG through an asset transfer
in accordance with the Swiss Merger Act. Under the Swiss
Merger Act, UBS AG assumed joint liability for obligations
existing on the asset transfer date, 14 June 2015, that were
transferred to UBS Switzerland AG.

Similarly, under the terms of the asset transfer agreement,
UBS Switzerland AG assumed joint liability for approximately
CHF 325 billion of contractual obligations of UBS AG existing on
the asset transfer date, excluding the collateralized portion of
secured contractual obligations and covered bonds. UBS
Switzerland AG has no liability for new obligations incurred by
UBS AG after the asset transfer date. The joint liability amount
declines as obligations mature, terminate or are novated
following the asset transfer date.

As of 31 December 2017, the joint liability of UBS Switzerland
AG for contractual obligations of UBS AG amounted to CHF 69
billion compared with CHF 91 billion as of 31 December 2016.
Under certain circumstances, the Swiss Banking Act and the
Bank Insolvency Ordinance of FINMA authorize FINMA to
modify, extinguish or convert to common equity liabilities of a
bank in connection with a resolution or insolvency of such bank.
As of 31 December 2017, the probability of an outflow under
this joint and several liability was assessed to be remote, and as
a result, the table above does not include any exposures arising
under this joint and several liability.

— Refer to “Establishment of UBS Switzerland AG” in the “Legal

entity financial and regulatory information” section of the UBS
Group AG Annual Report 2015 for more information
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Statement of changes in equity

Statutory capital ~ Voluntary earnings Net profit / (loss)

CHF million Share capital reserve reserve for the period Total equity
Balance as of 1 January 2016 10 13,072 0 1,068 14,149
Dividends and other distributions (932) (1,068) (2,000)
Netproﬂt/(loss)appropnanon ............................................................................................................................................... ; 068(1068) ............................... ;
Netproflt /( Ioss) forthepenod ............................................................................................................................................................................. : 313 ......................... : 313
Balance as of 31 December 2016 10 12,139 0 1,313 13,463
Balance as of 1 January 2017 10 12,139 0 1,313 13,463
Dividends and other distributions (191) (191)
Netproﬂt/(loss)appropnanon ............................................................................................................................................... : 122(”22) ............................... ;
Netproﬂt /( Ioss) forthepenod .............................................................................................................................................................................. : 513 ......................... : 513
Balance as of 31 December 2017 10 12,139 1,122 1,513 14,785

Statement of appropriation of retained earnings and proposed dividend distribution out of voluntary earnings reserve

The Board of Directors proposes that the Annual General Meeting of Shareholders (AGM) on 20 April 2018 approve an ordinary
dividend distribution of CHF 2,351 million, consisting of the Net profit for the period of CHF 1,513 million and CHF 838 million out
of Voluntary earnings reserve.

Proposed appropriation of retained earnings

The Board of Directors proposes that the AGM on 20 April 2018 approve the following appropriation of retained earnings.

For the year ended

CHF million 31.12.17
Net profit for the period 1,513
e nedearmngs L 5
Total retained earnings available for appropriation 1,513

Appropriation of retained earnings
Dividend distribution (1,513)
Retained earnings carried forward 0

Proposed dividend distribution out of voluntary earnings reserve

The Board of Directors proposes that the AGM on 20 April 2018 approve the following dividend distribution out of Voluntary
earnings reserve.

For the year ended

CHF million 31.12.17
Total voluntary earnings reserve before distribution 1,122
e ( 83 8)
Total voluntary earnings reserve after distribution 284




Note 1 Name, legal form and registered office

UBS Switzerland AG is incorporated and domiciled in
Switzerland and operates under art. 620ff. of the Swiss Code of
Obligations as an Aktiengesellschaft, a corporation limited by

Note 2 Accounting policies

shares. Its registered office is at Bahnhofstrasse 45, CH-8001
Zurich, Switzerland. UBS Switzerland AG is 100% owned by UBS
AG.

UBS Switzerland AG standalone financial statements are
prepared in accordance with Swiss GAAP (FINMA Circular
2015/ 1 and the Banking Ordinance) and represent “reliable
assessment statutory single-entity financial statements.” The
accounting policies are principally the same as for the
consolidated financial statements of UBS Group AG outlined in
Note 1 to the consolidated financial statements of UBS Group
AG included in the UBS Group AG Annual Report 2017. Major
differences between the Swiss GAAP requirements and
International Financial Reporting Standards are described in Note
36 to the consolidated financial statements of UBS Group AG.
The significant accounting policies applied for the standalone
financial statements of UBS Switzerland AG are discussed below.
— Refer to the UBS Group AG Annual Report 2017 for more
information

Risk management

UBS Switzerland AG is fully integrated into the Group-wide risk
management process described in the audited part of the “Risk
management and control” section of the UBS Group AG Annual
Report 2017.

Further information on the use of derivative instruments and
hedge accounting is provided in Notes 1 and 12 to the
consolidated financial statements of UBS Group AG.

— Refer to the UBS Group AG Annual Report 2017 for more

information

Compensation policy

The compensation structure and processes of UBS Switzerland
AG conform to the compensation principles and framework of
UBS Group AG. For detailed information refer to the
Compensation Report of UBS Group AG.
— Refer to the UBS Group AG Annual Report 2017 for more
information

Foreign currency translation

Transactions denominated in foreign currency are translated into
Swiss francs at the spot exchange rate on the date of the
transaction. At the balance sheet date, all monetary assets and
liabilities, as well as equity instruments recorded in Trading
portfolio assets and Financial investments denominated in
foreign currency, are translated into Swiss francs using the
closing exchange rate. Non-monetary items measured at historic

cost are translated at the spot exchange rate on the date of the
transaction. All currency translation effects are recognized in the
income statement.

The main currency translation rates used by UBS Switzerland
AG are provided in Note 34 to the consolidated financial
statements of UBS Group AG.

— Refer to the UBS Group AG Annual Report 2017 for more

information

Group-internal funding

UBS Switzerland AG obtains funding from UBS AG in the form
of loans that qualify as going concern additional tier 1 capital
and as gone concern loss-absorbing capacity at the UBS
Switzerland AG standalone level.

Where such Group-internal funding is eligible to meet the
requirements for total loss-absorbing capacity (TLAC) at the level
of UBS Switzerland AG, the aggregate amount of the respective
obligations is separately disclosed on the balance sheet. For
those TLAC instruments that are eligible to meet the going
concern capital requirements, i.e. are subordinated and subject
to mandatory conversion and / or debt waiver as explained
below, the aggregate corresponding amounts are disclosed on
the balance sheet.

Obligations of UBS Switzerland AG arising from Group-
internal funding it has received are presented as Due to banks
and measured at amortized cost.

Subordinated assets and liabilities

Subordinated assets are comprised of claims that, based on an
irrevocable written declaration, in the event of liquidation,
bankruptcy or composition concerning the debtor, rank after the
claims of all other creditors and may not be offset against
amounts payable to the debtor nor be secured by its assets.

Subordinated liabilities are comprised of corresponding
obligations.

Subordinated assets and liabilities that contain a point-of-
non-viability clause in accordance with Swiss capital

requirements per articles 29 and 30 of the Capital Adequacy
Ordinance are disclosed as being subject to mandatory
conversion and / or debt waiver and provide for the claim or the
obligation to be written off or converted into equity in the event
that the issuing bank reaches a point of non-viability.
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Note 2 Accounting policies (continued)

Services received from and provided to Group entities

UBS Switzerland AG receives services from UBS Business
Solutions AG, the main Group service company, mainly relating
to Group Technology, Group Operations and Group Corporate
Services, as well as certain other services from other Group
entities. UBS Switzerland AG provides services to Group entities
mainly relating to the distribution of security and investment
products. Services received from and provided to Group entities
are settled in cash as hard cost transfers or hard revenue
transfers paid or received.

When the nature of the underlying transaction between UBS
Switzerland AG and the Group entity contains a single, clearly
identifiable service element, related income and expenses are
presented in the respective income statement line item, e.g., Fee
and commission income from securities and investment
business, Other fee and commission income, Fee and
commission expense, Net trading income or General and
administrative expenses. To the extent the nature of the
underlying transaction contains various service elements and is
not clearly attributable to a particular income statement line
item, related income and expenses are presented in Sundry
ordinary income and Sundry ordinary expenses.

— Refer to Note 5 for more information

Pension and other post-employment benefit plans

Swiss GAAP permits the use of IFRS or Swiss accounting
standards for pension and other post-employment benefit plans,
with the election made on a plan-by-plan basis.

UBS Switzerland AG has elected to apply Swiss GAAP (FER
16) for its pension plan. The requirements of Swiss GAAP are
better aligned with the specific nature of Swiss pension plans,
which are hybrid in that they combine elements of defined
contribution and defined benefit plans but are treated as
defined benefit plans under IFRS. Swiss GAAP requires that the
employer contributions to the pension fund are recognized as
Personnel expenses in the income statement. The employer

contributions to the Swiss pension fund are determined as a
percentage of contributory compensation. Furthermore, Swiss
GAAP requires an assessment as to whether, based on the
financial statements of the pension fund prepared in accordance
with Swiss accounting standards (FER 26), an economic benefit
to, or obligation of, UBS Switzerland AG arises from the pension
fund and is recognized in the balance sheet when conditions are
met. Conditions for recording a pension asset or liability would
be met if, for example, an employer contribution reserve is
available or UBS Switzerland AG is required to contribute to the
reduction of a pension deficit (on a FER 26 basis).
— Refer to Note 17 for more information

Goodwiill

As part of the business transfer to UBS Switzerland AG, mainly
of the Personal & Corporate Banking and Wealth Management
businesses booked in Switzerland, from UBS AG effective 1 April
2015, UBS Switzerland AG recognized goodwill of CHF 5,250
million. This goodwill is amortized on a straight-line basis over
five years and assessed for impairment annually.

Deferred taxes

Deferred tax assets are not recognized in UBS Switzerland AG's
standalone financial statements. However, deferred tax liabilities
may be recognized for taxable temporary differences. Changes
in the deferred tax liability balance are recognized in the income
statement.

Dispensations in the standalone financial statements

As UBS Switzerland AG has no listed shares outstanding and is
within the scope of the UBS Group AG consolidated financial
statements prepared in accordance with IFRS, UBS Switzerland
AG is exempt from various disclosures in the standalone financial
statements. The dispensations include the management report
and the statement of cash flows, as well as various note
disclosures.



Note 3a Net trading income by business

For the year ended

CHF million 31.12.17 31.12.16
Wealth Management 414 399
PersonaI&CorporateBankmg418 .................... S
OtherbusmessdIV|SIOnsandCorporateCenter51 ....................... o
Total net trading income 883 805

Note 3b Net trading income by underlying risk category

For the year ended
CHF million 31.12.17 31.12.16
Interest rate instruments (including funds) 58 (4)

Precious metals / commodities 1 17
Total net trading income 883 805

Note 4 Personnel expenses

For the year ended

CHF million 31.12.17 31.12.16
Salaries 1,229 1,299
Vanablecompensanon—performanceawards413 .................... o
Vanablecompensanon—other12 ...................... =
L Jr—
e secunty ............................................................................................................................................................................................................ o o
Pen5|onandotherpostemploymentbenefltplans237 .................... S
“ therpersonnelexpenses ............................................................................................................................................................................................. R i
Total personnel expenses 2,048 2,109

As of 31 December 2017, UBS Switzerland AG employed 9,533 personnel (31 December 2016: 9,857) on a full-time equivalent
basis.



UBS Switzerland AG standalone financial statements (audited)

Note 5 General and administrative expenses

For the year ended
CHF million 31.12.17 31.12.16
Occupancy 4 2

Outsourcing of IT and other services 138 120

Total general and administrative expenses 3,297 3,469
1 Represents expenses for services provided by UBS Group AG and subsidiaries in the UBS Group to UBS Switzerland AG.

Note 6 Taxes

For the year ended
CHF million 31.12.17 31.12.16
Income tax expense / (benefit) 391 350

Capital tax 27 34

Total tax expense / (benefit) 418 384

For the year ended 31 December 2017, the average tax rate, defined as income tax expense divided by the sum of operating profit
and extraordinary income minus extraordinary expenses and capital tax, was 20.5% (2016: 21.0%).

Note 7 Securities financing transactions
CHF billion 31.12.17 31.12.16

On-balance sheet

Receivables from securities financing transactions, gross 374 26.1
o ng B nancmgtransacnons ............................................................................................................................................................... (2 6) ........................ (02) .
s flnancmg - ansactlonsn L S R e

Payables from securities financing transactions, gross 4.2 7.1
e ng B nancmgtransactlons ............................................................................................................................................................... (2 6) ........................ (02) .
Payablesfrom o ﬁnancmg : ansactlons L s oy

Off-balance sheet

Fair value of assets received as collateral in connection with securities financing transactions 136.6 121.9

of which: sold in connection with short sale transactions 0.3 02




Note 8a Collateral for loans and off-balance sheet transactions

31.12.17 31.12.16
Secured Unsecured Total Secured Unsecured Total
Secured by collateral Secured by Secured by collateral Secured by
Other other credit Other other credit
CHF million Real estate  collateral’ enhancements? Real estate  collateral'  enhancements?
On-balance sheet
Due from customers, gross 1,330 27,109 1,200 9,460 39,100 1,506 25,890 1,519 9,713 38,627
Mortgage loans, gross 145,692 145,692 146,095 146,095
of which: residential mortgages 126,868 126,868 126,442 126,442
..... v
O - B 6355 ... T 6975
of which. industrial premises
..... Y~ /Y~ . S, G . .
of which: other mortgages 9628 9628 9788 9788
Total on-balance sheet, gross 147,022 27,109 1,200 9,460 184,791 147,600 25,890 1,519 9,713 184,722
Allowances (20) (65) (62) (327) (475) (36) (71) (53) (332) (492)
Total on-balance sheet, net 147,002 27,044 1,138 9,133 184,317 147,564 25,819 1,465 9,382 184,229
Off-balance sheet
Contingent liabilities, gross 179 2,490 1,193 8,623 12,485 184 2,481 1,112 5,831 9,608
Irrevocable commitments, gross 615 542 162 7,735 9,054 606 528 83 7,562 8,780
Liabilities for calls on shares and
other equities 43 43 43 43
Total off-balance sheet 794 3,032 1,355 16,402 21,582 790 3,009 1,196 13,436 18,430

1 Includes but is not limited to deposits, securities, life insurance contracts, inventory, accounts receivable, patents and copyrights. 2 Includes credit default swaps and guarantees.

Note 8b Impaired financial instruments

31.12.17 31.12.16
Estimated Estimated

Gross impaired ~ Allowances liquidation Net impaired ~ Gross impaired ~ Allowances liquidation  Net impaired

financial and  proceeds of financial financial and  proceeds of financial

CHF million instruments provisions' collateral instruments instruments  provisions' collateral instruments
Amounts due from banks 3 3 0 0 3 3 0 0
Amounts due from customers 616 457 60 99 649 464 12 174
Mortgage loans 115 17 77 21 146 29 110 7
Guarantees and loan commitments 170 28 5 138 236 41 10 185
Total impaired financial instruments 905 505 142 258 1,034 536 132 366

1 Includes CHF 5 million collective loan loss allowances (31 December 2016: CHF 5 million).

Note 9a Allowances

Increase Release

recognized recognized
Balance in the in the Recoveries Foreign Balance
as of income income and past currency as of
CHF million 31.12.16 statement statement Write-offs due interest Reclassifications translation 31.12.17

Specific allowances for amounts due from

Customers and mortgage loans 488 ) (XL (108) (040 39 e (£ N 470,
Specific allowances for amounts due from 3 0 0 0 0 0 0 3
IS oo e es ettt e s
Collective allowances' 5 1 0 0 0 0 0 5
Total allowances 495 120 (109) (76) 39 13 (4) 477

1 Mainly relates to amounts due from customers.
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Note 9b Provisions

Provisions
Increase Release used in
recognized recognized conformity
Balance in the in the with Balance
as of income income designated as of
CHF million 31.12.16 statement statement purpose Recoveries  Reclassification 31.12.17
Default risk related to loan commitments and guarantees 41 3 (3) 0 0 (13) 28

Operational

Litigati

Total provisions 186 53 (23) (59) 2 (13) 145
1 Includes provisions for litigation resulting from security risks.

Note 10 Trading portfolio and other financial instruments measured at fair value

CHF million 31.12.17 31.12.16
Assets
Trading portfolio assets 1,719 1,673

. metals and other phys| 1,628 A 645

Total assets measured at fair value 1,719 1,673

of which: fair value derived using a valuation mode/ 57 23

..... afW/)/cﬁ5ecur/t/ese//g/b/eforrepurfhasefransamonsmaccom’ancevwfh//qum’/tyfegu/at/ans?753
Liabilities

Trading portfolio liabilities 250 154

of which: equity instruments 139 48
Total liabilities measured at fair value 250 154
of which: fair value derived using a valuation mode/ 222 130

1 Includes money market paper. 2 Consists of high-quality liquid debt securities that are eligible for repurchase transactions at the Swiss National Bank or other central banks.

10



Note 11 Derivative instruments

31.12.17 31.12.16
Total notional Total notional
values values
CHF milllion, except where indlicated PRVZ NRV3 (CHF billion) PRV2 NRV3 (CHF billion)

Interest rate contracts

Over-the-counter (OTC) options

Total 2,274 1,964

Foreign exchange contracts

L s g g yg— i
H -C.l.J-r.r.élr;(-I.); 's'\'/\'/gblé ................................................................................. Ga— G — g G S o
B 'fE}'EJ;';{aB e fag g g Sy Sy S
Total 1,228 1,073 153 1,742 1,473 172

Equity / index contracts

Exchange-traded options 236 236 0 255 255 0
Total 403 405 6 574 574 8
(CTGILAEIVGLINE COMTACLS e
Credit default swaps 20 37 1 1 7 0

recious metals and other contracts

Total before netting 4123 3,675 372 5,458 4,982 394
of which: trading derivatives

of which: fair value derived using a valuation mode! 805 271 977 404
Netting with cash collateral payables / receivables 0 (546) 0 (445)
Replacementvaluenettmg .............................................................................. (2338) ............... (2338)(3325)(3325) ............................
Total after netting 1,784 791 2,133 1,212
of which: with bank and broker-dealer counterparties 117 214 112 259
..... 0fW/7/(/7az‘/zefc//enz‘caunz‘ema/z‘/es7667577202/954

1 Includes forward rate agreements. 2 PRV: positive replacement values. 3 NRV: negative replacement values.

11
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Note 12a Financial investments by instrument type

31.12.17 31.12.16
CHF million Carrying value Fair value Carrying value Fair value
Debt instruments 21,555 21,411 26,943 26,803

Property
Total financial investments 21,615 21,480 27,002 26,863
of which: securities eligible for repurchase transactions in accordance with liquidity requlations’ 21,297 21,153 26,666 26,526
1 Consists of high-quality liquid debt securities that are eligible for repurchase transactions at the Swiss National Bank (SNB) or other central banks.
Note 12b Financial investments by counterparty rating — debt instruments
CHF million 31.12.17 31.12.16
Internal UBS rating’
0-1 16,880 23,883

Non-rated

0 0
Total financial investments 21,555 26,943
1 Refer to Note 15 for more information.
Note 13a Other assets
CHF million 31.12.17 31.12.16
Deferral position for hedging instruments 99 95

of which. other receivables due from UBS Group AG and subsidiaries in the UBS Group 181 417
Total other assets 716 893
Note 13b Other liabilities
CHF million 31.12.17 31.12.16
Settlement and clearing accounts 683 593

of which. other payables due to UBS Group AG and subsidliaries in the UBS Group

Total other liabilities

Note 14 Pledged assets

As of 31 December 2017, assets pledged by UBS Switzerland AG
were entirely comprised of mortgage loans with a carrying value
of CHF 17,631 million (31 December 2016: CHF 19,887 million)
with a related effective commitment of CHF 12,457 million
(31 December 2016: CHF 14,138 million), excluding assets
pledged for securities financing transactions. These pledged
mortgage loans serve as collateral for existing liabilities against
Swiss central mortgage institutions and for existing covered

12

bond issuances. Of these pledged mortgage loans,
approximately CHF 2.1 billion as of 31 December 2017
(approximately CHF 1.9 billion as of 31 December 2016) could
be withdrawn or used for future liabilities or covered bond
issuances without breaching existing collateral requirements.
— Refer to Note 7 for more information on securities financing
transactions



Note 15 Country risk of total assets

The table below provides a breakdown of total non-Swiss assets
by credit rating. These credit ratings reflect the sovereign credit
rating of the country to which the ultimate risk of the underlying
asset is related. The ultimate country of risk for unsecured loan
positions is the domicile of the immediate borrower or, in the
case of a legal entity, the domicile of the ultimate parent entity.
For collateralized or guaranteed positions, the ultimate country
of risk is the domicile of the provider of the collateral or
guarantor or, if applicable, the domicile of the ultimate parent

entity of the provider of the collateral or guarantor. For
mortgage loans, the ultimate country of risk is the country
where the real estate is located. Similarly, the ultimate country
of risk for property and equipment is the country where the
property and equipment is located. Assets for which Switzerland
is the ultimate country of risk are provided separately in order to
reconcile them to total balance sheet assets.
— Refer to the “Risk management and control” section of
the UBS Group AG Annual Report 2017 for more information

31.12.17 31.12.16
Moody's Investors

Classification Internal UBS rating  Description Service Standard & Poor's  Fitch CHF million % CHF million %
0and 1 Investment grade Aaa AAA AAA 39,897 14 44,870 15
Low risk 2 Aalto Aa3 AA+ to AA- AA+ to AA- 20,380 7 15,916 5
POV 2 stk et ot S S o
3 ATto A3 A+ to A- A+ to AA- 3,799 1 2,423 1
o 4 Baal to Baa2 BBB+ to BBB BBB+ to BBB 4,438 2 2,886 1
T T < S
5 Baa3 BBB— BBB— 1,822 1 1,837 1
6 Sub-investment grade Bal BB+ BB+ 352 0 1,327 0
o 7 Ba2 BB BB 1,312 0 410 0
HIGR FISK  eereeeesesssses s
8 Ba3 BB— BB-— 37 0 61 0
9 B1 B+ B+ 698 0 91 0
10 B2 B B 141 0 802 0
o 11 B3 B- B— 354 0 27 0
VEIY RIGR FISK  #rerseesssesssee s LRSS
12 Caa CCC CcC 35 0 123 0
13 CatoC CCto C CCto C 19 0 41 0
Distressed Default Defaulted D D D 8 0 1 0
Subtotal 73,290 25 71,056 24
Switzerland 217,020 75 223,440 76
Total assets 290,310 100 294,497 100

Note 16a Share capital

31.12.17 31.12.16

of which: dividend of which: dividend
Par value in CHF  Number of shares bearing Par value in CHF  Number of shares bearing
Share capital’ 10,000,000 100,000,000 100,000,000 10,000,000 100,000,000 100,000,000
of which: shares outstanding 10,000,000 100,000,000 100,000,000 10,000,000 100,000,000 100,000,000

1 Registered shares issued.

UBS Switzerland AG'’s share capital is fully paid up. Each share
has a par value of CHF 0.10 and entitles the holder to one vote
at the UBS Switzerland AG shareholders’ meeting, if entered
into the share register as having the right to vote, as well as a
proportionate share of distributed dividends. UBS Switzerland
AG does not apply any restrictions or limitations on the
transferability of shares.

Non-distributable reserves
Non-distributable reserves consist of 50% of the share capital of

UBS Switzerland AG, amounting to CHF 5 million as of
31 December 2017.

13
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Note 16b Significant shareholders

The sole direct shareholder of UBS Switzerland AG is UBS AG, capital of UBS Group AG as of 31 December 2017 or as of
which holds 100% of UBS Switzerland AG shares. These shares 31 December 2016.

are entitled to voting rights. Indirect shareholders of UBS The shares and share capital of UBS Switzerland AG held by
Switzerland AG, who do not have voting rights, include UBS indirect shareholders shown in the table below represent their
Group AG, which holds 100% of UBS AG shares. Included in the relative holding of UBS Group AG shares.

table below are also direct shareholders of UBS Group AG — Refer to Note 23 to the UBS Group AG standalone financial
(acting in their own name or in their capacity as nominees for statements in the UBS Group AG Annual Report 2017 for more
other investors or beneficial owners) that were registered in the information on significant shareholders of UBS Group AG

UBS Group AG share register with 3% or more of the share

31.12.17 31.12.16
CHF milllion, except where indicated Share capital held Shares held (%) Share capital held ~ Shares held (%)
Significant direct shareholder of UBS Switzerland AG
UBS AG 10 100 10 100
Significant indirect shareholders of UBS Switzerland AG
UBS Group AG 10 100 10 100
..... : haseNommeesLtdLondon11119
e DTC(Cede&Co)NewYork‘1 ............................. e s E
..... NortrustNommeesLtdLondon0404
1 DTC (Cede & Co.), New York, “The Depository Trust Company,” is a US securities clearing organization.
Note 17 Swiss pension plan
a) Liabilities related to Swiss pension plan
CHF million 31.12.17 31.12.16
Provision for Swiss pension plan 0 0
‘Bank accounts at UBS and UBS debt instruments held by Swiss pension fund T s 216
UBSdenvatlveflnanan|nstrumentshe|dbyvalsspensmnfund19 ........................ e
Total liabilities related to Swiss pension plan 78 262

b) Swiss pension plan

As of or for the year ended

CHF million 31.12.17 31.12.16
Pension plan surplus' 3,065 2,458
s ( : bllgatlon)ofUBS L r— .
Change in economic benefit / obligation recognized in the income statement 0 0
Employer contributions in the period recognized in the income statement 06 1
e employerco L g— S
Total pension expense recognized in the income statement within Personnel expenses 237 241

1 The pension plan surplus is determined in accordance with FER 26 and consists of the reserve for the fluctuation in asset value. The surplus did not represent an economic benefit for UBS Switzerland AG in
accordance with FER 16 both as of 31 December 2017 and 31 December 2016. Refer to Note 2 for more information.

The Swiss pension plan had no employer contribution reserve both as of 31 December 2017 and 31 December 2016.

Note 18 Share-based compensation

UBS Group AG is the grantor of the majority of UBS’s deferred compensation plans. Expenses for awards granted under such plans
to UBS Switzerland AG employees are charged by UBS Group AG to UBS Switzerland AG.
— Refer to Note 27 to the UBS Group AG consolidated financial statements in the UBS Group AG Annual Report 2017 for more information
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Note 19 Related parties

Transactions with related parties are conducted at internally
agreed transfer prices, at arm'’s length or, with respect to loans,
fixed advances and mortgages to non-independent members of
the governing bodies in the ordinary course of business, on
substantially the same terms and conditions that are available to
other employees, including interest rates and collateral, and

neither involve more than the normal risk of collectability nor
contain any other unfavorable features for the firm. Independent
members of the governing bodies are granted loans and
mortgages in the ordinary course of business at general market
conditions.

31.12.17 31.12.16

CHF million

Amounts due from Amounts due to Amounts due from Amounts due to

Qualified shareholders'

18,037 15,771

Other related parties

1 Qualified shareholders of UBS Switzerland AG are UBS Group AG and UBS AG.

entities of UBS Switzerland AG are all direct and indirect subsidiaries of UBS Group AG including subsidiaries of UBS AG.

2 Subsidiaries of UBS Switzerland AG are UBS Card Center AG, Topcard Service AG and UBS Hypotheken AG.

3 Affiliated
4 Members of governing bodies consist of members of the Board of Directors and Group

Executive Board of UBS Group AG and members of the Board of Directors and Executive Board of UBS Switzerland AG and UBS AG.

Note 20 Fiduciary transactions

CHF million

31.12.17 31.12.16

23,505

of which. placed with subsidiaries and affiliated entities

11,007 5962

Total fiduciary transactions

23,505 15,719

Fiduciary transactions encompass transactions entered into or
granted by UBS Switzerland AG that result in holding or placing
assets on behalf of individuals, trusts, defined benefit plans and
other institutions. Unless the recognition criteria for the assets
are satisfied, these assets and the related income are excluded
from UBS Switzerland AG'’s balance sheet and income statement
but disclosed in this Note as off-balance sheet fiduciary

transactions. Client deposits that are initially placed as fiduciary
transactions with UBS Switzerland AG may be recognized on
UBS Switzerland AG’s balance sheet in situations in which the
deposit is subsequently placed within UBS Switzerland AG. In
such cases, these deposits are not reported in the table above.
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UBS Switzerland AG standalone financial statements (audited)

Note 21a Invested assets and net new money

For the year ended
CHF billion 31.12.17 31.12.16

Fund assets managed 0 0

Total invested assets (double counts included) 586 535
of which. double counts 0 0
Net new money (double counts included) 7 (4)

Note 21b Development of invested assets

For the year ended

CHF billion 31.12.17 31.12.16
Total invested assets (including double counts) at the beginning of the year 535 532
Netnew money inflows / (outflows) (4)
Market movements (including dividends and interests) Ty T g
Curenqyeffects 3 )
Othereffects ey (1)
""" of which: acquisitions / (divestments) Ty )
Total invested assets (including double counts) at the end of the year 586 535

1 As of 31 December 2017 and 31 December 2016 there were no invested assets double counts.

— Refer to Note 33 to the UBS Group AG consolidated financial statements in the UBS Group AG Annual Report 2017 for more information
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Ernst & Young Lid Phone +41 58 286 86 86
Agschengraben 9 Fax +d41 58 286 86 00
P.O. Box www. ey.com./ch

Building a beiter CH-4002 Basel
working world

To the General Meeting of Basel, 8 March 2018
UBS Switzerland AG, Zurich

Report of the statutory auditor on the financial statements

As statutory auditor, we have audited the financial statements of UBS Switzerland AG, which comprise the
balance sheet, income statement and netes (pages 1 to 16}, for the year ended 31 Dacembar 2017.

Board of Directors’ responsibility

The Board of Directors is responsible for the preparation of the financial statements in accordance with the
requirements of Swiss law and the company’s aricles of incorperation. This responsibility includes designing,
implementing and maintaining an internal control system relevant to the preparation of financial statemants
that are free from material misstatement, whether due to fraud or error. The Board of Directors is further
responsible for selecting and applying appropriate accounting pelicies and making accounting estimates that
are reasonable in the circumstances.

Auditor’s responsibility

Qur responsibility is to express an opinion on these financial statements based on our audit. We conductad
our audit in accordance with Swiss law and Swigs Auditing Standards. Those standards require that we plan
and petform the audit fo obtain reascnable assurance whether the financial statements are free from matsrial
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financizl statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether dus to fraud or error. In making those
risk assessments, the auditor considers the internal centrol system relevant o the entity’s preparation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectivenass of the entity's internal control system. An audit also
includes evaluating the appropriateness of the accounting policies used and the reasonableness of accounting
estimates made, as well as evaluating the overali presentation of the financial statements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the financial statements for the year ended 31 December 2017 comply with Swiss law and the
company's articles of incorporation.

Report on other legal requirements

We confirm that we meet the legal requirements on licensing according 1o the Auditor Oversight Act (AOA) and
independence (article 728 CO and article 11 AOA) and that there are ne circumstances incompatible with our
independence.

In accordance with aricle 728a para. 1item 3 CO and Swiss Auditing Standard 890, we confirm that an internal
control system exists, which has been designed for the preparation cf financial statements according to the
instructions of the Board of Directors.

17



UBS Switzerland AG standalone financial statements (audited)

18

EY

Building a better
working world

We further confirm that the proposed appropriation of available earnings complies with Swiss law and the
company's articles of incorporation. We recommend that the financial statements submitted to you be
approved.

Ernst & Young Lid

Marie-Laure Delarue Bruno Patusi

Licensed audit expert Licensed audit expert
{Auditor in charge}
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UBS Switzerland AG standalone regulatory information

UBS Switzerland AG standalone regulatory information

Swiss SRB going and gone concern requirements and The Swiss SRB framework and requirements applicable to
information UBS Switzerland AG standalone are consistent with those
UBS Switzerland AG is considered a systemically relevant bank applicable to UBS Group AG consolidated and are described
(SRB) under Swiss banking law and is subject to capital in the “Capital management” section of the UBS Group AG
regulations on a standalone basis. As of 31 December 2017, the  Annual Report 2017.

phase-in going concern capital and leverage ratio requirements — Refer to “Regulatory framework” in the “Capital Management”
for UBS Switzerland AG standalone were 12.52% and 3.5%, section of the UBS Group AG Annual Report 2017 for more
respectively. The gone concern requirements on a phase-in basis information on loss-absorbing capacity, leverage ratio

were 5.33% for the RWA-based requirement and 1.72% for the requirements and gone concern rebate

LRD-based requirement.

Swiss SRB going and gone concern requirements and information®

As of 31.12.17 Swiss SRB, including transitional arrangements (phase-in) Swiss SRB as of 1.1.20 (fully applied)

CHF million, except where indicated RWA LRD RWA LRD

Required loss-absorbing capacity in %? in % in % in %

Common equity tier 1 capital 9.52 8,843 2.60 7,878 10.52 9,772 3.50 10,605

of which. high-trigger loss-absorbing

...... additional tier | minimum capital 220 PO OO P T2 B0 B 2O LBPES
of which: high-trigger loss-absorbing
additional tier 1 buffer capital 0.80 743 0.80 743
Total going concern capital 12.52 11,630 3.50 10,605 14.824 13,767 5.004 15,149
Base gone concern loss-absorbing capacity,
including applicable add-ons and rebate 5.33% 4,953 1.725 5211 12.308 11,424 4,308 13,028
Total gone concern loss-absorbing capacity 5.33 4,953 1.72 5211 12.30 11,424 4.30 13,028
Total loss-absorbing capacity 17.85 16,583 5.22 15,816 27.12 25,191 9.30 28,178

Eligible loss-absorbing capacity

n equity tier 1 capital 10.94 10,160 3.35 10,160 10.94 10,160 3.35 10,160

of which. high-trigger loss-absorbing

additional tier 1 capital 3.23 3,000 0.99 3,000 323 3,000 0.99 3,000
Total going concern capital 14.17 13,160 434 13,160 14.17 13,160 4.34 13,160
Gone concem loss-absorbing capacity 904 8400 .o 277 ] 8A00 304 8400 ... YL 8,400

of which: TLAC-eligible debt 9.04 8400 2.77 8400 9.04 8400 277 8400
Total gone concern loss-absorbing capacity 9.04 8,400 2.77 8,400 9.04 8,400 2.77 8,400
Total loss-absorbing capacity 23.21 21,560 7.12 21,560 23.21 21,560 7.12 21,560

Risk-weighted assets / leverage ratio

denominator

Risk-weighted assets 92,894 92,894

Leverage ratio denominator 302,987 302,987
1 This table includes a rebate equal to 35% of the maximum rebate on the gone concern requirements, which was granted by FINMA. This resulted in a reduction of 2.0 percentage points for the RWA-based
requirement and 0.7 percentage points for the LRD-based requirement and will be phased in until 1 January 2020. Refer to the " Capital management” section of the UBS Group AG Annual Report 2017 for more
information. 2 The total loss-absorbing capacity ratio requirement of 17.85% is the current phase-in requirement according to the Swiss Capital Adequacy Ordinance including the aforementioned rebate on the
gone concern requirements. In addition, FINMA has defined a total capital ratio requirement, which is the sum of 14.4% and the effect of countercyclical buffer (CCB) requirements of 0.52%, of which 10% plus the
effect of CCB requirements must be satisfied with CET1 capital. These FINMA requirements will be effective until they are exceeded by the Swiss SRB phase-in requirements. 3 Going concern capital ratio
requirements include CCB requirements of 0.52% for the phase-in and fully applied requirement. 4 Includes applicable add-ons of 1.44% for RWA and 0.5% for LRD. 5 Includes applicable add-ons of 0.36% for
RWA and 0.13% for LRD and a rebate of 0.87% for RWA and 0.28% for LRD. 6 Includes applicable add-ons of 1.44% for RWA and 0.5% for LRD and a rebate of 2% for RWA and 0.7% for LRD.
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Swiss SRB loss-absorbing capacity

Swiss SRB going and gone concern information

Swiss SRB, including transitional Swiss SRB as of 1.1.20
arrangements (phase-in) (fully applied)

CHF million, except where indicated 31.12.17 31.12.16 31.12.17 31.12.16
Going concern capital

Comman equity tier 1 capital 10,160 10,416 10,160 10,416
High-trigger loss-absorbing additional tier 1 capital 3,000 1,235¢ 3,000 2,000
Total tier 1 capital 13,160 11,651 13,160 12,416
Total going concern capital 13,160 11,651 13,160 12,416

Gone concern loss-absorbing capacity
_High-trigger loss-absorbing additional tier 1 capital

TLAC-eligible debt 8,400

Total gone concern loss-absorbing capacity 8,400

Total loss-absorbing capacity

Total loss-absorbing capacity 21,560 14,916 21,560 14,916
Risk-weighted assets / leverage ratio denominator

Risk-weighted assets 92,894 93,281 92,894 93,281
Leverage ratio denominator 302,987 306,586 302,987 306,586

Capital and loss-absorbing capacity ratios (%)

Going concern capital ratio 14.2 . 14.2 13.3

Total loss-absorbing capacity ratio 23.2 16.0 23.2 16.0

Leverage ratios (%)

Total loss-absorbing cé';')acity leverage ratio
1 Under the Swiss SRB rules, going concern capital includes CET1 and high-trigger loss-absorbing additional tier 1 capital. Outstanding low-trigger loss-absorbing tier 2 capital instruments would qualify as going
concern capital until the earlier of (i) their maturity or first call date or (ii) 31 December 2019. However, as of 31 December 2016, CHF 765 million of high-trigger loss-absorbing additional tier 1 capital as well as the
total low-trigger loss-absorbing tier 2 capital of CHF 2,500 million was used to meet the gone concern requirements.

Reconciliation of Swiss banking law equity to Swiss SRB common equity tier 1 capital

31.12.17 31.12.16
law! 14.8

Common equity tier 1 capital (phase-in) 10.2

1 Equity under Swiss banking law is adjusted to derive equity in accordance with IFRS and then further adjusted to derive common equity tier 1 (CET1) capital in accordance with Swiss SRB requirements. 2 In
December 2016, an extraordinary dividend of CHF 2 billion was paid.
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Leverage ratio information

Swiss SRB leverage ratio denominator

Swiss SRB, including

transitional Swiss SRB as of 1.1.20
arrangements (phase-in) (fully applied)

CHF billion 31.12.17 31.12.16 31.12.17 31.12.16
Leverage ratio denominator

Swiss GAAP total assets 290.3 2945 2903 294.5
e e P S
LessdenvatlveexposuresandSFTs’ ................................................................................................................................. (396 ) ............. ( 5 3)(3 96) ............ (323)
On-balance sheet exposures (excluding derivative exposures and SFTs) 252.0 263.7 252.0 263.7
Derivative exposures 4.0 4.7 40 47

Items deducted from Swiss SRB tier 1 capital (0.5) (0.3) (0.5) 0.3)
Total exposures (leverage ratio denominator) 303.0 306.6 303.0 306.6

1 Consists of positive replacement values, cash collateral receivables on derivative instruments, cash collateral on securities borrowed, reverse repurchase agreements, margin loans and prime brokerage receivables
related to securities financing transactions, which are presented separately under Derivative exposures and Securities financing transactions in this table.

BCBS Basel Il leverage ratio (phase-in)

CHF million, except where indicated 31.12.17 30.9.17 30.6.17 31.3.17 31.12.16
Total tier 1 capital 13,160 12,272 12,276 12,373 12,416
Totalexposures(leverage e nator) ............................................................ ; 02987 ................... 305229 ................... 308917 ................... 312371 ................... 306586
BCBS Basel Il leverage ratio (%) 43 4.0 4.0 4.0 4.0

Liquidity coverage ratio
UBS Switzerland AG, as a Swiss SRB, is required to maintain a minimum liquidity coverage ratio of 100%.

Liquidity coverage ratio

Weighted value'
CHF billion, except where indicated Average 4Q172 Average 4Q16?
High-quality liquid assets 69 75

of which. cash inflows 47 34

Liquidity coverage ratio (%) 144 120

1 Calculated after the application of haircuts and inflow and outflow rates. 2 Calculated based on an average of 63 data points in the fourth quarter of 2017. The fourth quarter of 2016 is based on a three-month
average.
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Capital instruments

Capital instruments of UBS Switzerland AG - key features

Presented according to issuance date.

Share capital Additional tier 1 capital
1 Issuer (country of incorporation; if applicable, branch) UBS Switzerland AG, UBS Switzerland AG, UBS Switzerland UBS Switzerland AG,
Switzerland Switzerland AG, Switzerland Switzerland

CET1 - Going concern
capital

8 Amount recognized in regulatory capital (currency in million, as CHF 10.0 CHF 1,500 CHF 500 CHF 1,000
i )

Equity attributable to
UBS Switzerland AG
shareholders

15 OptlonaI"caII date, subsequent call dates, if applicable, and - First optional repayment First optional First optional repayment
redemption amount date: repayment date: date:
1 April 2020 11 March 2021 18 December 2022

Repayable at any time after the first optional repayment date.
Repayment subject to FINMA approval. Optional repayment amount: principal
amount, together with any accrued and unpaid interest thereon

16 Contingent call dates and redemption amount - Early repayment possible due to a tax or regulatory event. Repayment due to tax
event subject to FINMA approval.
Repayment amount: principal amount, together with accrued and unpaid interest

23



UBS Switzerland AG standalone regulatory information

Capital instruments of UBS Switzerland AG - key features (continued)

18  Coupon rate and any related index; - 6-month CHF Libor + 3-month CHF Libor ~ 3-month CHF Libor +
frequency of payment 370 bps per annum + 250 bps per annum
semiannually 459 bps per quarterly
annum

FIN

viability; or UBS Switzerland AG receives a commitment of governmental support
that FINMA determines necessary to ensure UBS Switzerland AG's viability.
Subject to applicable conditions

35 Position in subordination hierarchy in liquidation Unless otherwise Subject to any obligations that are mandatorily preferred by law, all obligations of
(specify instrument type immediately senior to instrument) stated in the Articles of ~ UBS Switzerland AG that are unsubordinated or that are subordinated and do not
Association, once rank junior, such as all classes of share capital, or at par, such as tier 1 instruments

debts are paid back,
the assets of the
liquidated company
are divided between
the shareholders pro
rata based on their
contributions and
considering the
preferences attached
to certain categories of
shares (article 745,
Swiss Code of

37 If yes, specify non-compliant features - -

1 Based on Swiss SRB phase-in (including transitional arrangement) requirements. 2 Based on Swiss SRB requirements applicable as of 1 January 2020. 3 As applied in UBS Switzerland AG's financial statements
under Swiss GAAP. 4 Loans granted by UBS AG, Switzerland.
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Notice to investors | This document and the information contained herein are provided solely for information purposes, and are not to be construed as
solicitation of an offer to buy or sell any securities or other financial instruments in Switzerland, the United States or any other jurisdiction. No investment
decision relating to securities of or relating to UBS Group AG, UBS AG or their affiliates should be made on the basis of this document. Refer to UBS's
Annual Report 2017 for additional information. This report is available at www.ubs.com/investors.

Rounding | Numbers presented throughout this document may not add up precisely to the totals provided in the tables and text. Percentages, percent
changes and absolute variances are calculated on the basis of rounded figures displayed in the tables and text and may not precisely reflect the percentages,
percent changes and absolute variances that would be derived based on figures that are not rounded.

Tables | Within tables, blank fields generally indicate that the field is not applicable or not meaningful, or that information is not available as of the relevant
date or for the relevant period. Zero values generally indicate that the respective figure is zero on an actual or rounded basis. Percentage changes are presented
as a mathematical calculation of the change between periods.
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