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Compensation, shareholdings and loans

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 governance

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 authorities

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.

Compensation recommendations

Recipients developed by

Approved by Communicated by

Chairman of the BoD Chairman of the HRCC'
Group CEO Chairman of the BoD
Members of the GEB Group CEO

1 The human resources and compensation committee.

N

HRCC HRCC
HRCC HRCC
HRCC Group CEO
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2008 compensation for the Board of Directors and

Group Executive Board

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

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

Compensation details and additional information for executive members of the BoD

CHF, except where indicated?

Annual incentive Discretionary Contributions

For the Annual incentive award (shares  award (options Benefits  to retirement
Name, function’ year ended  Base salary award (cash) — fair value)® — fair value)* inkind® benefits plans® Total
Peter Kurer, Chairman 2008 1,333,333 0 0 0 58,267 174,047 1,565,647

Sy S R
Marcel Ospel, Chairman 2008 666,667 0 0 0 80,755 87,023 834,445

oo 2000000 ................ R RS 0 07310 ........ ;5 61069 ..... 2,568,‘3“7'9' .
Stephan Haeringer, 2008 1,125,000 0 0 0 108,846 195,802 1,429,648
Executive Vice Chairman oo 1500000 ................. RS g o i 1808 ........ 5 61069 ..... : 872877 .
Marco Suter, Executive Vice Chairman 2008

oo 1125000 ................. ARRMERRE g o 70820 ........ 155252 ..... : 351072 .

12008: 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.
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g Remuneration details and additional information for independent members of the BoD
E CHF, except where indicated?
[}
Y o
B c2yg @ For the
= 2z E E period Share
§E ggE E AGM to Committee Benefits Additional percent-  Number of
Name, function’ < S 628 S AGM Base fee  retainer(s) inkind payments Total age’  shares®®
Emesto Bertarelli, M_ P B 2008/2009 325,000 200,000 0.0 5200 100 51,5%
mermber 2007/2008 325,000 150,000 0 0 475,000 100 14,677
Sally Bott, 2008/2009 162,500 75,000 0 0 237,500 50 12,280
mermber’ 2007/2008
Rainer-Marc Frey, 2008/2009 162,500 150,000 0 0 312,500 50 16,158
memperz - B R T Re T L
2007/2008
Bruno Gehrig, M 2008/2009 162,500 100,000 0 0 262,500 50 13,572
memperr - B B CRe T S
2007/2008
Gabrielle Kaufmann- €M 2008/2009 325,000 250,000 0. ....0. 575000 0 .17
Kohler, member 2007/2008 325,000 250,000 0 0 575000 50 9,349
Sergio Marchionne, 2008/2009 325,000 200,000 0 250,000¢ 775,000 100 76,228
senor independent (oo IR - R L R L ST S S TR TR R
director, vice chairman 2007/2008 325,000 200,000 0 0 525,000 100 16,226
Rolf A. Meyer, nE | e e ok 2008/2009 162,500 150,000 0 ....0. 31250 50 .16158
member? M 2007/2008 325,000 650,000 0 0 975,000 50 15853
Helmut Panke, 0 BEMIEE B MO 2008/2009 325,000 ~ 300,000 0. ...0_ 625000 50 32316
member 2007/2008 325,000 250,000 0 0 575,000 50 9,349
William G. Parrett, M B 2008/2009 162,500 ~ 100,000 0. ....0 26250 0 .13572
member? 2007/2008
David Sidwell, B M € 2008/2009 325,000 = 450,000 0.0 775000 50 . 40072
member 2007/2008
Peter Spuhler, 2008/2009 162,500 O 0. ...0 16250 100 15945
member? 2007/2008 325,000 200,000 0 0 525,000 100 16,226
Peter R. Voser, M 2008/2009 325,000 400,000 0._....0. 725000 50 .. 37487
member M 2007/2008 325,000 300,000 0 0 625,000 50 10,162
Lawrence A. Weinbach, = M 2008/2009 162,500 100,000 0 0 262,500 50 13,572
member? C 2007/2008 325,000 600,000 0 0 925,000 50 15,040
loergWolle, [0 BECER MU 2008/2009 325000 300000 0 .. 0 625000 50 32316
member 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.

g Total payments to all members of the BoD

E For the
CHF, except where indicated® 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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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.

Total compensation for all members of the GEB

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 UBS’s annual
report for 2008 for details on the various retirement benefit
plans established in Switzerland and other major markets

CHF, except where indicated?

Annual
incentive  Discretionary Contributions
Annual award award to retirement
For the incentive (shares; (options; Benefits benefits
Name, function year ended Base salary  award (cash) fair value)® fair value)* in kind¢ planse Total
Marcel Rohner, Group Chief Executive Officer
thighest-paid) 2008 1500000 TR TR o .. 161,768 . 152,934 13814702
Rory Tapner, Chairman &
CEOASia Pacic highest-paid) 2007 1291960 4501900 4501904 0102 90 10306,920
Aggregate of all members of the GEB who
were in office on 31 December 2008" 2008 7815943 O O 0. 457652 817315 9090911
Aggregate of all members of the GEB who
were i ofice on 31 December 2007 2007 6995885 15305667 15305708 0. B0 912074 3905939
Aggregate of all members of the GEB who
stepped down during 2008° . 2008 114871 O O o 234838 258423 2,108,132
Aggregate of all members of the GEB who
stepped down during 20072 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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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.

Compensation paid to former members of the BoD and GEB'

CHF, except where indicated®

For the Benefits in
Name, function year ended Compensation kind Total
Georges Blum, former member of the BoD 2008 101,579 101,579
(Swiss Bank Corporation) Sy wosss 20503
Franz Galliker, former member of the BoD 2008 69,596 69,596
(Swiss Bank Corporation) Sy e e
Walter G. Frehner, former member of the BoD 2008 74,663 74,663
(Swiss Bank Corporation) o e o
Hans (Liliane) Strasser, former member of the BoD 2008 32,673 32,673
(Swiss Bank Corporation) ooy RO R
Robert Studer, former member of the BoD 2008 126,208 126,208
(Union Bank of SWitzerIand) 2007 260162 260162
Alberto Togni, former member of the BoD 2008 318461 427,949 746,410
(UBS) 2007 318,401 502,478 820,879
Philippe de Weck, former member of the BoD 2008 109,703 109,703
(Union Bank of Switzerland) ooy Segon oo
Aggregate of all former members of the GEB® 2008 0o 171,180 171,180

2007 0 257,791 257,791
Aggregate of all former members of the BoD and GEB 2008 .. 318461 1113551 1432012

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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Explanations of compensation details for executive members of the BoD and members of the GEB:

a

o

o n

. Local currencies are converted into CHF using the exchange rates as detailed in “Note 39 Currency translation rates” in the financial statements
of UBS’s annual report for 2008.

. 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.

. No options were granted in 2009 for the performance year 2008.

. 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.

. 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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Shares, options and loans for the Board of Directors and
Group Executive Board (at end of 2008)

Share and option ownership of members of the BoD at 31 December 2007/2008

For the Number of Voting rights Number of  Potentially conferred Type and quantity
Name, function’ year ended shares held in % options held  voting rights in %? of options?
Peter Kurer, Chairman 2008 416,088 0.025 372,995 0.022 XXX: 85 256
XXXV 95913
xli: 95913
xlv 95913
2007 292,762 0.026 350,000 0.031 XXX: 80 000
XXXV 90 000
xli: 90 000
xlv: 90 000
Sergio Marchionne, 2008 87,926 0.005 0 0.000
senior independent director, vice chairman ooy isson ooos RS oo
Ernesto Bertarelli, member 2008 89,434 0005 . O 0000
2007 48,411 0.004 0 0.000
Sally Bott, member 2008 0000 O 0000
2007
Rainer Marc ey, merber w08 O 0000 .. O 0000 .
2007
Bruno Gehrig, member 2008 3000 0000 O 0000
2007
Gabrielle Kaufmann-Kohler, member 2008 18713 0001 O 0000
2007 3,303 0.000 0 0.000
Helmut Panke, member 2008 9N 0002 ... O . 0000
2007 13,206 0.001 0 0.000
William G. Parrett, member 2008 4,000 0.000 0 0.000
2007
David Sicwell, member 2008 0000 O 0000
2007
Peer R.Voser,mermber w008 083 0002 . 0 0000 .
2007 11,580 0.001 0 0.000
Joerg Woll, member w008 SR 0002 . 0 0000
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 UBS's annual report for 2008 for more information.

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

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.
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Share and option ownership of members of the GEB at 31 December 2007/2008

For the Number of Voting rights Number of  Potentially conferred Type and quantity
Name, function' year ended shares held in % options held  voting rights in %? of options®
Marcel Rohner, 2008 711,366 0.042 1,055,043 0.063 XXV: 31,971
Group Chief Executive Officer XXX: 213,140
XXXV 277,082
xli: 319,710
xlv: 213,140
2007 501,846 0.044 990,000 0.088 XXV: 30,000
XXX 200,000
XXXV 260,000
Xli: 300,000
xlv: 200,000
John Cryan, 2008 235,929 0.014 382,673 0.023 v 21,362
Group Chief Financial Officer Vi 20,731
vii: 20,725
Xii: 5,454
xiii: 5,294
Xiv: 5,292
Xvii: 23,626
Xxviii: 23,620
Xix: 23,612
XXi: 5,526
XXii: 5,524
XXiii: 5,524
XXVii: 17,072
XXViii: 17,068
XXiX: 17,063
XXX 14,210
XXXii: 14,210
XXXIV: 14,207
XXXViii: 5,330
XXXIX: 5,328
xl: 5,326
xlii: 17,762
xliii 17,762
xliv: 17,760
xlvi 53,285
2007
Markus U. Diethelm, 2008 ne2s 0007 O 0000 0.
Group General Counsel 2007
John A. Fraser, 2008 583,812 0.035 1,144,808 0.068 ik 56,013
Chairman and CEO viii: 76,380
Global Asset Management XV 127,884
XX: 127,884
XXXI: 170,512
XXXV 202,483
Xli: 213,140
xlv: 170,512
2007 461,764 0.041 1,074,232 0.095 i 52,560
viii: 71,672
XV: 120,000
XX: 120,000
XXXi: 160,000
XXXVi: 190,000
xli: 200,000
xlv: 160,000
Marten Hoekstra, 2008 245,397 0.015 684,168 0.041 ii: 8,679
Deputy CEO Global Wealth jii: 8,421
Management & Business Banking iv: 8,421
and Head Wealth Management US ix: 8,823
X: 12,825
Xi: 8,561
XXVi: 42,628
XXXi: 53,285
XXXVi: 53,285
xli: 85,256
xlv 154,931
xIvii 239,053
2007
Jerker Johansson, 2008 521,544 0.031 753,410 0.045 xlviii: 745,990
Chairman and CEO Investment Bank xlix: 7,420
2007

1 This table includes vested and unvested shares and options held by members of the GEB including related parties.

and other compensation plans” in the financial statements of UBS's annual report for 2008 for more information.

2 No conversion rights are outstanding.

3 Refer to “Note 31 Equity participation

9
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B Share and option ownership of members of the GEB on 31 December 2007/2008 (continued)
o
2 For the Number of Voting rights Number of Potentially conferred Type and quantity
Name, function’ year ended shares held in % options held  voting rights in %? of options?
Philip J. Lofts, 2008 186,434 0.011 577,723 0.034 3 11,445
Group Chief Risk Officer Vi 11,104
Vii: 11,098
Xii: 1,240
Xiii: 5,464
Xiv: 1,199
XVii: 9,985
Xviii: 9,980
Xix: 9,974
XXi: 1,833
XXii: 1,830
Xxiii: 1,830
XXVii: 35,524
XXViii: 35,524
XXiX: 35,521
XXXV 117,090
xli: 117,227
xlv: 85,256
xlvii: 74,599
2007
Walter Stuerzinger, 2008 296,886 0.018 372,995 0.022 XVi: 31,971
Chief Operating Officer, XXX: 63,942
Corporate Center XXXV 85,256
Xli 95,913
Xlv 95,913
2007 209,442 0.019 350,000 0.031 XVi: 30,000
XXX 60,000
XXXV. 80,000
xli 90,000
xlv 90,000
Rory Tapner, 2008 827,809 0.049 1,379,533 0.082 vt 281,862
Chairman and CEO Asia Pacific XV 213,140
XXiV: 213,140
XXX 170,512
XXXV 159,855
xli: 170,512
xlv: 170,512
2007 514,365 0.046 1,294,486 0.115 vii: 264,486
XV: 200,000
XXiv: 200,000
XXX 160,000
XXXV 150,000
xli: 160,000
xlv: 160,000
Raoul Weil, 2008 315,698 0.019 432,409 0.026 XV 53,285
Chairman and CEO Global Wealth XXXV 102,281
Management & Business Banking, xli: 127,884
relinquished his duties on xlv: 148,959
an interim basis 2007 212,934 0.019 405,752 0036  xv: 50,000
XXXV 95,976
Xli: 120,000
xlv: 139,776
Alexander Wilmot-Sitwell, 2008 304,655 0.018 353,807 0.021 XXXV 53,282
Chairman and CEO, UBS Group EMEA XXXVl 2,130
and Joint Global Head IB Department XXXViil: 35,524
XXXIX: 35,524
xl: 35,521
xlv: 106,570
xlvii: 85,256
2007
Robert Wolf, 2008 827,307 0.049 948,473 0.056 XX 287,739
Chairman and CEO, UBS Group XXXI: 213,140
Americas/President Investment Bank XXXVi: 127,884
xli: 106,570
xlv: 106,570
xlvii: 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 UBS's annual report for 2008 for more information.
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g Total of all blocked and unblocked shares held by non-executive members of the BoD'
E Total  Of which non-restricted Of which blocked until
2009 2010 20M 2012
Shares held on 31 December 2008 307,378 177,027 12,126 13,592 30,193 74,440
2008 2009 2010 20M
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.

g Total of all vested and unvested shares held by the executive members of the BoD and members of the GEB'
2

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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g Vested and unvested options held by independent members of the BoD and
?3( 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 11 CHF 46.92

01.03.2011 06.06.2018 : CHF 28.10
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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.

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.
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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.

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 UBS's annual report for 2008 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 at arm’s length
market terms.

Loans granted to members of the BoD at 31 December 2007/2008
CHE except where indicated?
For the Other loans
Name, function’ year ended Secured loans granted Total
Peter Kurer, Chairman? 2008 1,261,000 0 1,261,000
oy S
Sergio Marchionne, Senior Independent Director, Vice Chairman 2008 0 0 0
oy R g IS
Ernesto Bertarelli, member 2008 0 0 0
oy R R o
Sally Bott, member 2008 0 0 0
Gy
Rainer-Marc Frey, member 2008 0 0 0
G0y
Bruno Gehrig, member? 2008 798,000 0 798,000
Sy S
Gabrielle Kaufmann-Kohler, member 2008 0 0 0
oy R g IS
Helmut Panke, member 2008 0 0 0
oy R g IS
William G. Parrett, member? 2008 1,167,659 0 1,167,659
Sy R S
David Sidwell, member 2008 0 0 0
Gy
Peter R. Voser, member 2008 0 0 0
oy R g IS
Joerg Wolle, member 2008 0 0 0
ooy Qe g <
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?
For the Other loans
Name, function’ year ended Secured loans granted? Total
Markus U. Diethelm, Group General Counsel 2008 3,900,000 0 3,900,000
oo Scoby Group Chied Rk Officey s Sogy R 3145796 P 3145796 .
Aggregate of all members of the GEB* 2008 7,740,562 0 7,740,562
AggregateofallmembersoftheGEB ................................... ; 00734870003145796 6632796

1 No loans have been granted to related parties of the members of the GEB at conditions not customary in the market.

4 November 2008. 4 Including those members of the GEB who stepped down during 2008.
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Advisory vote

Compensation principles 2009 and beyond

for UBS senior executives

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."
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 structure

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 eg-
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

Chairman of the BoD

Element of compensation

Independent members of BoD

Members of the GEB

Base salary in cash and a fixed number
of restricted share awards

Fixed pay

Yes (vesting four years after grant)

Share retention policy

Fixed fee (min. 50%; max. 100%
in restricted share awards)

Variable cash compensation No No
Variable equity compensation No No

Base salary in cash

Cash balance plan

Performance equity plan

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).
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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

Performance Equity Plan: basic design

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

year 1 year 2 year 3 year 4

Performance period: 3 years

Grant
year 1

Vesting
year 4

year 5 year 6 year 7 year 8

Share retention period’

W # 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%).
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Historic TSR ranking

UBS rank/
Performance period UBSTSR  # peer companies'
@
(a5

1 Current constituents of the Dow Jones Banks Titans 30 Index.

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-

Vesting matrix

3 years' cumulative EP

< Threshold! —————» 0%
A

Threshold

Target » 100%

Stretch » 200%

Under-
performance

Median- Out-
performance performance

TSR performance: rank within Dow Jones Banks Titans 30 Index

1 But limited vesting if TSR rank 1-10.

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.
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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-

Share retention policy

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.

year 2
Restricted share awgards

Blocked shares

Performance period

year 7 year 8
Share retention policy

Share retention policy

M Chairman of the BoD M Independent members of the BoD I Members of the GEB
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UBS reporting at a glance

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.

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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Contacts

Switchboards

For all general queries. Zurich +41-44-234 1111
tondon L #M207S680000
New York +1-212-821 3000
| ongKong ........................ oo e

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

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

Shareholder Services

UBS Shareholder Services, a unit of the
Company Secretary, is responsible for
the registration of the global registered
shares.

US Transfer Agent
For all globﬁl registered share-related Calls from the US +866-541 9689 BNY Mellon Shareowner Services
ecinthe s SARNOMAE TS AR S NETON RATEOWNETo8vICes
queries in the Calls outside the US +1-201-680 6578 480 Washington Boulevard
WWW.meIIonlnvestor.com .................................................................................................................
Fax +1-201-680 4675 Jersey City, NJ 07310, USA
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Cautionary statement regarding forward-looking statements | This document 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, stra-
tegic 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 affect-
ing 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 financial models generally; (5) the possible
consequences of governmental investigations of certain of UBS's past business activities, including the possibility that tax or regulatory authorities in various jurisdictions will
focus on the cross-border wealth management services provided by UBS and other financial institutions; (6) the degree to which UBS is successful in implementing its remediation
plans and strategic and organizational changes, 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 operational failures,
such as fraud, unauthorized trading and systems failures; (10) legislative, governmental and regulatory developments, including the effect of new and more stringent capital re-
quirements and of direct or indirect regulatory constraints on UBS's business 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; P.0. Box, Switzerland, CH-4002 Basel, Switzerland; www.ubs.com | Language: English/German | SAP-No. 82307E-0901

© UBS 2009. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved

©
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