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Key messages
 UBS is well capitalized and maintains high flexibility with 
regards to its capital usage

♦ Stable and strong internal capital creation

♦ Consistent record of returning excess capital to shareholders

UBS has a comprehensive capital management process

♦ Balancing growth with payout capacity

♦ Active capital buffer management

Group Treasury’s remit of managing the group’s financial 
resources includes capital management 
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Value creation over last 6 years 

Source: Bloomberg

Total shareholder return

As of 29 May 2007
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SECTION 1

Creating and Using Capital at UBS
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Consistently sound capitalization

Peer comparison – year end 2006

RWA development

11.9

Source:  annual reports
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Sources and uses of capital 1

Strong internal capital creation and …

Tier 1
capital

Tier 2+3
capital

Period 2001 – 2006

Issuance

Net profit

Trust preferred 
securities 

… shareholder payouts

RWA growth 

Goodwill 

Dividend & par value 
reduction

Share buy-back

Other

1 Diagram is to scale
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RWA growth 2004 - 2006
Strategic initiatives in our core businesses…

…drive RWA growth 

Investment Bank GWM&BB
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Decomposition of B/S and RWA by Business Group

Collateral tradingLending

Traded assets (incl. VaR) Pos replacement values

Total other assets Off Balance Sheet

RWA – evenly split between IB and GWM&BB, and…

Year end 2006

…small compared to the size of the Balance Sheet

6% 11%

31%

8%

35%

10%

14%

12%

3%
8%

B/S RWA

10%

42%

B/S RWA

86%

51%

11%

45%

 Investment Bank  Global WM&BB

Note: The residual B/S (3%) and RWA (4%) positions are from Global AM and Corporate Center
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Growth through add-on acquisitions

1996 1998 2004 20062005

Merrill Lynch (Germany)

Bank of America (Int. PB)

Standard Chart. (Int. PB)

Total acquired assets: 
CHF 153 billion

2007

Laing & Cruickshank / SGH

Lloyds (France)

Schröder Mün. Hengst

UBS Global WM

McDonald 

Strategic fit

Cultural fit

Financial 
attractiveness

Acquisition
criteria

Strategic fit

Cultural fit

Financial 
attractiveness

Acquisition
criteria

Julius Bär North America

Sauerborn Trust / Amex Lux

Piper Jaffray

Dresdner Latin America

Etra SIM / Dolfi

Banco Pactual S.A.



SECTION 2

Returns to Shareholders
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Return of excess capital
Return to shareholders

Cancelled 23% of outstanding shares

High dividend payout ratio 
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SECTION 3

Active Capital Management at UBS
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Building blocks of capital management and allocation

Organic investments Acquisitions

Dividend Share repurchases

Investment decision

Shareholder payout 
decision

Regulatory capital 
requirements

Internal capital & risk 
management guidelinesBoundaries

Optimising TSR relative to consumed capital

Investment opportunities are assessed within capital and risk 
boundaries…

…in terms of their prospective short- and long-term profitability
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Capital risk-based buffer1

1 Diagram not to scale

Minimum EBK 
capital 

requirement

Capital 
@Risk

RWA 
volatility

Contingency 
measures

EBK minimum

Capital risk-
based buffer 

above 
regulatory 
minimum

Other 
effects
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Creating value

1 Financial Businesses only, from continuing operations
2 Financial Businesses only. Total operating expenses less the amortization of goodwill / total operating income less credit loss expense or recovery
3 Net profit attributable to UBS shareholders from continuing operations before the amortization of goodwill / average equity attributable to UBS shareholders less

assumed distributions (estimated as applicable)
4 Net profit attributable to UBS shareholders for diluted EPS from continuing operations before the amortization of goodwill / weighted average shares outstanding

for diluted EPS

Cost / income2
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Basel II highlights

Shift of RWA from Global WM&BB to IB

Significantly improved disclosure standards

Alignment of regulatory frameworks

Slight decrease in tier 1 ratio, driven by reduction in eligible capital
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Summary

UBS has created significant total shareholder return, through -UBS has created significant total shareholder return, through:

Strong and stable internal capital creation

A comprehensive, fully integrated capital planning process

Maintaining high flexibility to support our growth agenda
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Questions…


