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Dear shareholders,

The macroeconomic backdrop for the quarter was very
challenging as the S&P 500 and STOXX 600 had their worst
quarterly performance since 2011 and market volatility rose to
highs not seen since this period. Clients were very cautious and
stayed on the sidelines of markets. This was particularly clear in
Wealth Management with client transactional activity dropping
to its lowest level in four years. In such periods of market
uncertainty, our market insight and expert advice are highly
appreciated by our clients. The performance of all asset classes
reflected concerns about the economic outlook for China, with
markets pricing in the potential for an economic hard landing. In
July and August, a US rate hike was expected by markets and
drove tensions in emerging markets, but in September
expectations swung as the Fed refrained from raising rates. This
exacerbated concerns about the slowdown in global growth and
added to the seasonal impact we typically experience over the
summer months.

Our third-quarter performance was solid, despite this extremely
challenging environment. Once again, we demonstrated the
benefits of our clear strategic direction, business mix, client-
centric model and disciplined execution. We also stayed focused
on risk control and effective resource allocation. The Group
reported a net profit attributable to shareholders of CHF 2,068
million, with diluted earnings per share of CHF 0.54 and
adjusted! profit before tax of CHF 979 million. The third quarter
included a net tax benefit of CHF 1,295 million, mainly related
to a net upward revaluation of our deferred tax assets, as well as
CHF 592 million of net charges for provisions for litigation,
regulatory and similar matters and CHF 298 million of net
restructuring charges.

During the quarter, we completed the squeeze-out of minority
shareholders of UBS AG and, in line with our commitment to
return capital to shareholders, we distributed the previously
announced supplementary dividend of CHF 0.25 per share to
UBS Group AG shareholders.

UBS remains the best-capitalized large global bank, with a fully
applied Swiss SRB Basel Il CET1 capital ratio of 14.3% as of 30
September 2015, above our target of at least 13%. Our fully
applied Swiss SRB leverage ratio increased to 5.0%. The bank
issued CHF 1.5 billion of high-trigger additional tier 1 (AT1)
perpetual capital notes in the third quarter. Also during the
quarter, we completed our inaugural issuance of senior
unsecured debt which will contribute to our total loss-absorbing
capacity (TLAC), successfully placing CHF 4.2 billion of senior
unsecured notes in anticipation of international regulatory

1 Refer to the "Group performance" section of this report for more information on adjusted results.

developments, including revisions in the Swiss too big to fail
framework.

On 21 October, the Swiss Federal Council proposed stricter
capital rules for global systemically important banks, making the
Swiss regime by far the most demanding in the world on a
relative basis. The Swiss government's proposal sets out a
targeted leverage ratio of 5% to qualify as well capitalized
including at least 3.5% CET1 and up to 1.5% high-trigger AT1
capital. UBS intends to meet the newly proposed CET1 leverage
ratio requirement of 3.5% by retaining sufficient earnings, while
maintaining its commitment to a capital return payout ratio of at
least 50% of net profit, subject to maintaining a fully applied
Basel Il CET1 ratio of at least 13% and 10% post-stress. Also,
UBS plans to continue its issuance of AT1 instruments and TLAC-
eligible senior debt to meet the new requirement without the
need to increase the Group’s overall funding level. We will
become compliant with the newly proposed rules at inception
and intend to use the four-year phase-in period to fully
implement the new requirements. To mitigate the additional
substantial costs associated with the requirements to hold higher
levels of equity and TLAC-eligible debt, we will continue to seek
opportunities to reduce costs, to optimize our balance sheet and
to reflect the increased cost of capital in our pricing of products
and services.

Continuously improving effectiveness and efficiency is a key
priority for us. We remain fully committed to our cost reduction
target of CHF 2.1 billion and we made good progress in the
third quarter, while continuing to carry significant regulatory
costs. Improved efficiency allows us to continue our investments
in technology, compliance and risk control, while creating the
right cost structure to support long-term growth, particularly in
Asia and the Americas.

Looking at the performance of our businesses in more detail,
Wealth Management delivered a resilient adjusted' profit
before tax of CHF 698 million against a backdrop of high market
volatility, pronounced deleveraging in Asia and very low client
activity levels. Net interest income rose on higher lending and
deposit revenues. Despite lower average invested assets,
recurring net fee income fell only slightly, as it was partly offset
by increased mandate penetration, up 70 basis points to 27% of
invested assets, and the continued effect of pricing initiatives.
Transaction-based income declined primarily in Asia Pacific and
Europe, mainly reflecting reduced client activity in response to
market volatility. Net new money adjusted for the outflows from
the balance sheet and capital optimization program was CHF 3.5
billion, driven by inflows from all regions.
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Wealth Management Americas delivered a solid adjusted!
profit before tax of USD 287 million, up 24% on the previous
quarter. Overall operating income was broadly unchanged and
productivity per advisor for revenue and invested assets was
industry-leading. Recurring income reached a new record as net
fee income rose on higher managed account fees and net
interest income increased mainly from loan and deposit growth.
Operating expenses fell primarily on lower net charges for
provisions for litigation, regulatory and similar matters and other
provisions. Net new money was USD 0.5 billion.

Retail & Corporate had its best result for the first nine months
of the year since 2010 with an adjusted' third-quarter profit
before tax of CHF 428 million. Net interest income from lending
and deposits increased slightly as did recurring net fee income,
while credit loss expenses were negligible in the quarter.
Annualized net new business volume growth for retail clients
was good at 2.5%, mainly driven by net new client assets and,
to a lesser extent, net new loans, in line with our strategy to
grow our high-quality retail loan business moderately and
selectively. Year-to-date net new client accounts for retail
customers hit a new record level, up 35% vyear-on-year,
solidifying our position as the leading bank in our home market.

Asset Management recorded an adjusted’ profit before tax of
CHF 137 million. Management fees increased, primarily in
Traditional Investments and Global Real Estate. Performance fees
also rose, predominantly in Global Real Estate. Excluding money
market flows, net new money outflows were CHF 7.6 billion,
largely from lower-margin passive products, driven by client
liquidity needs.

The Investment Bank delivered a very strong performance with
an adjusted’ profit before tax of CHF 614 million. Despite
challenging market conditions, revenues were up 6% year on
year. Compared to the prior year, Investor Client Services
performed well with increased revenues in both Equities and FX,
Rates and Credit. Costs were well controlled, with expenses
falling compared to both the prior quarter and the prior year.
The adjusted’ return on attributed equity for the third quarter
was 33.6%.

Corporate Center - Services recorded a loss before tax of CHF
257 million. Corporate Center — Group Asset and Liability
Management reported a loss before tax of CHF 111 million.
Corporate Center — Non-core and Legacy Portfolio recorded
a loss before tax of CHF 818 million, driven by additional net
charges for provisions for litigation, regulatory and similar

1 Refer to the "Group performance" section of this report for more information on adjusted results.

matters, while achieving further progress in reducing the Swiss
SRB leverage ratio denominator by CHF 12 billion to CHF 59
billion.

We were honored to be named “Outstanding Global Private
Bank — Overall” as well as “Outstanding Global Private Bank —
Asia Pacific” by Private Banker International. Additionally, we
were awarded Private Banker International’s Most Innovative
Digital Offering award. We were also pleased that UBS was
named “Most Innovative Investment Bank for Financial
Institutions” by The Banker in the Investment Banking Awards
2015. Staying at the forefront of innovation and providing best-
in-class digital solutions for our clients is a key priority for UBS.
As part of this effort, we launched The UBS Future of Finance
Challenge, a competition for entrepreneurs and technology
startups seeking ideas and solutions that will support the
transformation of our industry. We received over 600 entries
from startups in over 50 countries. Regional finals are taking
place in Singapore, London, New York and Zurich and three
winners from each region will be invited to the Global Final in
Zurich in December.

At UBS, sustainable performance is one of our key Principles.
During the quarter, we were named the industry group leader in
the Dow Jones Sustainability Indices (DJSI), which acknowledged
our support for clients and communities and our integration of
societal and financial performance. UBS also joined the RE100
initiative, which urges the world's most influential companies to
use only renewable power. We have committed to source 100%
of our electricity from renewable sources by 2020. This will
reduce our greenhouse gas footprint in 2020 by 75% compared
with 2004 levels. In Switzerland, Germany and the UK, 100% of
the electricity we use is already from renewable sources. In our
home market, we have increased energy efficiency by more than
30% since 2000.

During the third quarter, UBS launched its first global brand
campaign in five years. The campaign illustrates how we work
with clients to achieve their goals and ambitions. Its tagline, “For
some of life's questions you're not alone. Together, we can find
an answer,” reflects our promise to embrace client goals as our
own and work together to help find the best answers. We will
also support an international exhibition of portraits by Annie
Leibovitz entitled “Women.” The tour will launch in London in
January 2016 and travel to 10 global cities over 12 months. The
photographs from the exhibition will form part of the UBS Art
Collection.



Axel A. Weber
Chairman of the Board of Directors

Outlook — Many of the underlying macroeconomic challenges
and geopolitical issues that we have highlighted in previous
quarters remain and are unlikely to be resolved in the
foreseeable future. In addition, recently proposed changes to the
too big to fail regulatory framework in Switzerland will cause
substantial ongoing interest costs for the firm. We also continue
to see headwinds from interest rates which have not increased
in line with market expectations, negative market performance
in certain asset classes and the weak performance of the euro

Sergio P. Ermotti
Group Chief Executive Officer

versus the Swiss franc during the year. We are executing the
measures already announced to mitigate these effects as we
progress towards our targeted return on tangible equity in the
short to medium term. Our strategy has proven successful in a
variety of market conditions. We remain committed to our
strategy and its disciplined execution in order to ensure the
firm’s long-term success and deliver sustainable returns for our
shareholders.

Yours sincerely,

A o

Axel A. Weber
Chairman of the
Board of Directors

Sergio P. Ermotti
Group Chief Executive Officer
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UBS Group key figures

As of or for the quarter ended As of or year-to-date
CHF million, except where indicated 30.9.15 30.6.15 31.12.14 30.9.14 30.9.15 30.9.14
Group results
Operating income 7,170 7,818 6,746 6,876 23,829 21,281
Operating expenses 6,382 6,342 7,430 _ 18,575
Operating profit / (loss) before tax 788 404 (554) 5,254
Net profit / (loss) attributable to UBS Group AG shareholders 2,068 858 762 5,255
Diluted earnings per share (CHF)! 0.54 0.23 0.20 1.40
Key performance indicators?
Pofitabiity
Return on tangible equity (%) 183 11.0 8.0 7.1 15.7 83
Return on assets, gross (%) 3.0 3.1 2.6 2.7 3.2 2.8
Cost / income ratio (%) 88.7 71.4 93.2 107.5 77.8 90.3
GrOWth ............................................
Net profit grovih (%) T 688 126 Gy 104 157
Net new money growth for combined wealth management businesses (%)? 0.8 1.5 1.7 3.1 2.0 2.7
Resources ............................................
Common equity tier 1 capital ratio (fully applied, %)* 143 14.4 13.4 137 143 13.7
Leverage ratio (phase-in, %) 5.8 5.4 5.4 5.4 5.8 5.4
Additional information
Profitability
Return on equiy (RoE) (%) 159 94 62 6.1 36 71
Return on risk-weighted assets, gross (%)° 133 14.5 12.3 12.2 14.6 12.4
Resources e
Total assets 979,746 1,062,478 1,044,899 979,746 1,044,899
Equity attributable to UBS Group AG shareholders 54,077 50,608 50,824 54,077 50,824
Common equity tier 1 capital (fully applied)* 30,948 28,941 30,047 . 30948 30047
Common equity tier 1 capital (phase-in)* 40,488 42,863 42,464 . 40488 42464
Risk-weighted assets (fully applied)* 216,314 216,462 219,29 216,314 219,296
Risk-weighted assets (phase-in)* 220,755 220,877 222,648 220,755
Common equity tier 1 capital ratio (phase-in, %)* 183 19.4 191 183
Total capital ratio (fully applied, %) 22.0 18.9 187 22.0
Total capital ratio (phase-in, %)* 25.8 25.5 249 25.8
Leverage ratio (fully applied, %) 5.0 4.1 42 5.0
Leverage ratio denominator (fully applied)s 946,476 997,822 980,669 946,476
Leverage ratio denominator (phase-in)® 952,156 1,004,869 987,327 952,156
Liquidity coverage ratio (%)’ 127 123 128 127
Other e
Invested assets (CHF billion)8 2,577 2,734 2,640 2517 2,640
Personnel (full-time equivalents) 60,088 60,155 60,292 60,088 60,292
Market capitalization® 69,324 63,526 64,047 69,324 64,047
Total book value per share (CHF? 14.41 13.94 1354 1441 1354
Tangible book value per share (CHF)? 12.69 12.14 11.78 12.69 11.78

1 Refer to "Note 9 Earnings per share (EPS) and shares outstanding" in the "UBS Group financial statements" section of this report for more information. 2 Refer to the "Measurement of performance" section of
our Annual Report 2014 for the definitions of our key performance indicators. 3 Based on adjusted net new money which excludes the negative effect on net new money (third quarter of 2015: CHF 3.3 billion,
second quarter of 2015: CHF 6.6 billion) in Wealth Management from our balance sheet and capital optimization program. 4 Based on the Basel Il framework as applicable for Swiss systemically relevant banks
(SRB). Refer to the "Capital management" section of this report for more information. 5 In accordance with Swiss SRB rules. Refer to the "Capital management” section of this report for more information. 6
Based on phase-in Basel Ill risk-weighted assets. 7 Refer to the "Liquidity and funding management" section of this report for more information. Data for periods prior to 31 March 2015 are on a pro-forma basis.
8 Includes invested assets for Retail & Corporate. 9 Refer to the "UBS shares" section of this report for more information.
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Publication of the fourth quarter 2015 results:
Publication of the Annual Report 2015:
Publication of the first quarter 2016 report:
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Corporate calendar UBS AG*
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Publication of the third quarter 2015 report:
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Hong Kong +852-2971 8888
www.ubs.com/contact

Investor Relations

UBS's Investor Relations team supports
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London, New York and Singapore.

UBS Group AG, Investor Relations
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www.ubs.com/investors
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London +44-20-7567 4714
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New York +1-212-882 5857
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Hong Kong +852-2971 8200
sh-mediarelations-ap@ubs.com
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P.O. Box, CH-8098 Zurich, Switzerland

sh-company-secretary@ubs.com
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responsible for the registration of the
global registered shares.
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Hotline +41-44-235 6652
Fax +41-44-235 8220

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

Computershare
P.O. Box 30170
College Station
TX 77842, USA
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us.computershare.com/investor/Contact
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Calls from outside
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UBS and its businesses

We are committed to providing private, institutional and corporate clients worldwide, as well as retail clients in
Switzerland, with superior financial advice and solutions, while generating attractive and sustainable returns for
shareholders. Our strategy centers on our Wealth Management and Wealth Management Americas businesses and our
leading universal bank in Switzerland, complemented by Asset Management and our Investment Bank. These
businesses share three key characteristics: they benefit from a strong competitive position in their targeted markets, are
capital-efficient, and offer a superior structural growth and profitability outlook. Our strategy builds on the strengths of
all of our businesses and focuses our efforts on areas in which we excel, while seeking to capitalize on the compelling
growth prospects in the businesses and regions in which we operate. Capital strength is the foundation of our success.
The operational structure of the Group is comprised of the Corporate Center and five business divisions: Wealth
Management, Wealth Management Americas, Retail & Corporate, Asset Management and the Investment Bank.

Wealth Management

Wealth Management provides comprehensive financial services
to wealthy private clients around the world — except those
served by Wealth Management Americas. UBS is a global firm
with global capabilities, and Wealth Management clients benefit
from the full spectrum of UBS's global resources, ranging from
investment management solutions to wealth planning and
corporate finance advice, as well as a wide range of specific
offerings. Its guided architecture model gives clients access to a
wide range of products from third-party providers that
complement our own products.

Wealth Management Americas

Wealth Management Americas is one of the leading wealth
managers in the Americas in terms of financial advisor
productivity and invested assets. It provides advice-based
solutions and banking services through financial advisors who
deliver a fully integrated set of products and services specifically
designed to address the needs of ultra high net worth and high
net worth individuals and families. It includes the domestic US

and Canadian business as well as the international business
booked in the US.

Retail & Corporate

Retail & Corporate provides comprehensive financial products
and services to its retail, corporate and institutional clients in
Switzerland, maintaining a leading position in these client
segments and embedding its offering in a multi-channel
approach. The retail and corporate business constitutes a central
building block of UBS’s universal bank delivery model in
Switzerland, supporting other business divisions by referring
clients to them and assisting retail clients to build their wealth to
a level at which we can transfer them to our Wealth
Management unit. Furthermore, it leverages the cross-selling
potential of products and services provided by its asset-gathering
and investment banking businesses. In addition, it manages a
substantial part of UBS’s Swiss infrastructure and Swiss banking
products platform, which are both leveraged across the Group.



Asset Management

Asset Management is a large-scale, well-diversified asset
manager with businesses across regions and client segments. It
serves third-party institutional and wholesale clients, as well as
clients of UBS’s wealth management businesses with a broad
range of investment capabilities and styles across all major
traditional and alternative asset classes. Complementing the
investment offering, the fund services unit provides fund
administration services for UBS and third-party funds.

Investment Bank

The Investment Bank provides corporate, institutional and
wealth management clients with expert advice, innovative
solutions, execution and comprehensive access to the world’s
capital markets. It offers advisory services and access to
international capital markets, and provides comprehensive cross-
asset research, along with access to equities, foreign exchange,
precious metals and selected rates and credit markets through
its business units, Corporate Client Solutions and Investor Client

Services. The Investment Bank is an active participant in capital
markets flow activities, including sales, trading and market-
making across a range of securities.

Corporate Center

The Corporate Center comprises three units: Corporate Center —
Services, Corporate Center — Group Asset and Liability
Management (Group ALM) and Corporate Center — Non-core
and Legacy Portfolio. Corporate Center — Services provides
Group-wide control functions such as finance, risk control
(including compliance) and legal. In addition, it provides all
logistics and support services, including operations, information
technology, human resources, regulatory relations and strategic
initiatives, communications and branding, corporate services,
physical security, information security as well as outsourcing,
nearshoring and offshoring. Corporate Center — Group ALM
provides services such as liquidity, funding, balance sheet and
capital management. Corporate Center — Non-core and Legacy
Portfolio comprises the non-core businesses and legacy positions
that were part of the Investment Bank prior to its restructuring.

Terms used in this report, unless the context requires otherwise

"UBS," "UBS Group,” “UBS Group AG (consolidated),”
“Group,” “the Group,” “we,” “us” and “our”

"UBS AG (consolidated)”

“UBS Group AG" and “UBS Group AG (standalone)”
"UBS AG" and “UBS AG (standalone)”

"UBS Switzerland AG"

"UBS Limited"

UBS Group AG and its consolidated subsidiaries

UBS AG and its consolidated subsidiaries
UBS Group AG on a standalone basis

UBS AG on a standalone basis

UBS Switzerland AG on a standalone basis

UBS Limited on a standalone basis
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Recent developments

Recent developments

Financial reporting and accounting changes

Fourth quarter reporting approach

Beginning with the fourth quarter of 2015, we will replace the
publication of a fourth quarter financial report with the
publication of an expanded quarterly media release. For the first
three quarters of the fiscal year, we will continue to supplement
the quarterly media release with the quarterly financial report
published on or around the same day. Consistent with our past
practice, our fourth quarter results will be supplemented by the
Annual Report, which for 2015 will be published on 18 March
2016. The publication date for the fourth quarter media release
2015 will be 2 February 2016.

Global Asset Management renamed Asset Management
Effective October 2015, the business division Global Asset
Management has been renamed Asset Management. This
change is reflected throughout this report. The names of
relevant legal entities will be changed accordingly during the
fourth quarter of 2015.

A&Q hedge fund solutions renamed Hedge Fund Solutions
During the third quarter of 2015, A&Q hedge funds solutions,
the multi-manager hedge fund business, was renamed Hedge
Fund Solutions (HFS). This business continues to be reported
together with the O’Connor business under the business line
name O'Connor and Hedge Fund Solutions, within the business
division Asset Management.

Changes to our annual performance targets and key
expectations

In light of actual and forecasted changes in macroeconomic
conditions and the announcement of a newly proposed too big
to fail regulation, we have amended certain external
performance targets and expectations for the Group and the
business divisions for 2016 and future years. The table on the

10

next page shows our annual performance targets and
expectations. These performance targets exclude, where
applicable, items that management believes are not

representative of the underlying performance of our businesses,

such as restructuring charges and gains and losses on sales of

businesses and real estate. The performance targets assume
constant foreign currency translation rates unless otherwise
indicated.

The following performance targets and expectations have
been amended:

— Our Group adjusted cost / income ratio target remains 60—
70%, with a short to medium-term expectation of 65-75%

— We expect to achieve an adjusted return on tangible equity
(ROTE) in 2016 at approximately the same level as 2015, an
adjusted RoTE of approximately 15% in 2017 and we target
an adjusted RoTE of above 15% from 2018 onwards.

— We expect Group risk-weighted assets (RWA) to trend around
CHF 250 billion in the short to medium term.

— We expect the Group BIS Basel Il leverage ratio denominator
(LRD) to trend around CHF 950 billion in the short to medium
term.

— We have replaced the RWA limit for the Investment Bank with
an RWA expectation of around CHF 85 billion in the short to
medium term.

— We have replaced the funded assets limit for the Investment
Bank with a BIS Basel Ill LRD expectation of around CHF 325
billion in the short to medium term.

— The Investment Bank will continue to represent no more than
30-35% of the Group's total LRD and RWA.

— We have replaced the separate aggregate net cost reduction
targets for Corporate Center - Services and Corporate Center
— Non-core and Legacy Portfolio with an equal Corporate
Center aggregate net cost reduction target of CHF 2.1 billion
by year-end 2017, of which CHF 1.4 billion by year-end 2015.



Annual performance targets and expectations

Group

Business divisions and Corporate Center

1 Based on the currently applicable rules. Refer to the “Capital Management" section of this report for more information. 2 Our capital returns policy is also subject to our maintaining a post-stress fully applied CET1 capital
radoo!aﬂeuw'ﬁ.r 3 Measured by year-end exit rate versus full-year 2013 adjusted operating expenses, net of changes in charges for provisions for litigation, regulatory and similar matters, FX movements and changes in
regulatory demand of temporary nature.
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Recent developments

Regulatory and legal developments

Swiss Federal Council proposes new capital requirements for
Swiss systemically relevant banks

In October 2015, the Swiss Federal Council published proposed
cornerstones of a revised Swiss too big to fail (TBTF) framework.
For Swiss systemically relevant banks (SRB) which operate
internationally, the proposal would revise existing Swiss SRB
capital requirements as a new going concern requirement and
would establish an additional gone concern capital requirement,
which, together with the going concern requirement, represents
the total loss-absorbing capacity (TLAC) required for Swiss SRB.
The new requirements would be phased in and become fully
applicable by the end of 2019. The proposal would make the
Swiss capital regime by far the most demanding in the world.

The proposed going concern capital requirements consist of a
basic requirement for all Swiss SRB which is set at 4.5% of the
leverage ratio denominator (LRD) and 12.9% of risk-weighted
assets (RWA). On top of that, a progressive buffer would be
added, reflecting the degree of systemic importance. The
progressive buffer for UBS is expected to be 0.5% of LRD and
1.4% of RWA, resulting in a total going concern capital
requirement of 5.0% of LRD and 14.3% of RWA. The going
concern leverage ratio proposal would require a minimum
common equity tier 1 (CET1) capital requirement of 3.5% of LRD
and of up to 1.5% in high-trigger additional tier 1 (AT1) capital
instruments. The minimum CET1 capital requirement will remain
unchanged at 10% of RWA, and the balance of the RWA-based
capital requirement, i.e., 4.3%, may be met with high-trigger
AT1 instruments.

The gone concern capital would be 5.0% of LRD and 14.3%
of RWA for internationally active Swiss SRB and may be met with
senior debt that is TLAC eligible. Banks would be eligible for a
reduction of the gone concern capital requirement if they
demonstrate improved resolvability.

The proposal envisages transitional arrangements for
outstanding low-trigger AT1 and tier 2 instruments to qualify as
going concern capital until maturity or first call date and at least
until the end of 2019. Any high and low-trigger tier 2 capital
remaining after 2019 will qualify as gone concern capital while
low-trigger tier 1 capital instruments will continue to qualify as
going concern capital.

We will become compliant with the newly proposed rules at
inception and intend to use the four-year phase-in period to fully
implement the new requirements. We intend to meet the newly
proposed CET1 leverage ratio requirement of 3.5% by retaining
sufficient earnings, while maintaining our commitment to a
capital return payout ratio of at least 50% of net profit.
Furthermore, we plan to continue our issuance of AT1
instruments and TLAC-eligible senior debt to meet the new

12

requirements without the need to increase our overall funding.
Subject to market and other conditions, we currently expect to
replace maturing UBS AG senior debt with Group TLAC-eligible
senior debt, and maturing UBS AG tier 2 instruments with
Group AT1 instruments. As previously TBTF-compliant AT1 and
tier 2 instruments will remain eligible for capital treatment under
the new regime on a grandfathering basis, we do not intend to
use the proposed changes in the TBTF regime as a trigger to
exercise our right to call outstanding low-trigger AT1 or tier 2
loss-absorbing notes. Our total TLAC issuance will be affected by
a capital rebate which we expect to receive for our improved
resilience and resolvability. However, the amount of this
resolvability rebate, which may be up to 2.0% of LRD and 5.7%
of RWA of the gone concern capital requirement, is still not
clear.

In addition to defining the new capital requirements, the
Federal Council has proposed that the implementation of a
Swiss emergency plan is to be completed by the end of 2019.
The Swiss emergency plan defines the measures required to
ensure a continuation of systemically relevant functions in
Switzerland.

The Federal Department of Finance will propose amendments
to the Capital Adequacy Ordinance and the Banking Ordinance
for public comment and is expected to submit the amended
ordinances to the Federal Council in the first quarter of 2016.

Changes to our legal structure

Over the past two years, we have undertaken a series of
measures to improve the resolvability of the Group in response
to TBTF requirements in Switzerland and other countries in
which the Group operates.

During the third quarter, UBS Group AG completed the court
procedure under article 33 of the Swiss Stock Exchange Act
(SESTA procedure) resulting in the cancellation of the shares of
the remaining minority shareholders of UBS AG. As a result, UBS
Group AG now owns 100% of the outstanding shares of UBS
AG. Following completion of the SESTA procedure, on 22
September 2015 UBS Group AG paid a supplementary capital
return of CHF 0.25 per share to its shareholders.

In the third quarter, we established UBS Business Solutions
AG as a direct subsidiary of UBS Group AG, to act as the Group
service company. We will transfer the ownership of the majority
of our existing service subsidiaries to this entity. We expect that
the transfer of shared service and support functions into the
service company structure will be implemented in a staged
approach through 2018. The purpose of the service company
structure is to improve the resolvability of the Group by enabling
us to maintain operational continuity of critical services should a
recovery or resolution event occur.



UBS AG has established a new subsidiary, UBS Americas
Holding LLC, which we intend to designate as our intermediate
holding company for our US subsidiaries prior to the 1 July 2016
deadline under new rules for foreign banks in the US pursuant
to the Dodd-Frank Wall Street Reform and Consumer Protection
Act (Dodd-Frank). During the third quarter of 2015, UBS AG
contributed its equity participation in the principal US operating
subsidiaries to UBS Americas Holding LLC to meet the
requirement under Dodd-Frank that the intermediate holding
company own all of our US operations, except branches of UBS
AG.

— Refer to the “Legal entity financial information” section of this

report for more information

Legal structure of UBS Group as of October 2015

We have established a new subsidiary of UBS AG, UBS Asset
Management AG, into which we expect to transfer the majority
of the operating subsidiaries of Asset Management during 2016.
We continue to consider further changes to the legal entities
used by Asset Management, including the transfer of operations
conducted by UBS AG in Switzerland into a subsidiary of UBS
Asset Management AG.

Our strategy, our business and the way we serve the vast
majority of our clients are not affected by these changes. These
plans do not require UBS to raise additional common equity
capital and are not expected to materially affect the firm’s
capital-generating capability.

UBS Group AG consolidated

UBS Group AG
|

UBS AG consolidated

100%

UBS Business Solutions AG

UBS
Switzerland
AG

UBS
Americas UBS Limited
Holding LLC AG

UBS
Americas
Inc.

L)
100%

UBS
Financial
Services
Inc.

UBS Bank UBS
Securities

LLC

USA

1 Direct and indirect holdings.

UBS Asset
Management

Other
subsidiaries?

2 UBS AG and the significant subsidiaries shown in this chart hold in aggregate 100% of these other subsidiaries with very few exceptions.
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Recent developments

We are confident that the establishment of UBS Group AG
and UBS Switzerland AG, along with our other announced
measures, will substantially enhance the resolvability of the
Group. FINMA has confirmed that these measures were in
principle suitable to warrant a rebate under the current Swiss
capital regulation. Therefore, we expect that the Group will
qualify for a rebate on the gone concern capital requirements
under the new Swiss TBTF proposal, which should result in lower
overall capital requirements for the Group. The amount and
timing of any such rebate will depend on the actual execution of
these measures and can therefore only be specified once all
measures are implemented.

We continue to consider further changes to the Group’s legal
structure in  response to capital and other regulatory
requirements, and in order to obtain any reduction in capital
requirements for which the Group may be eligible. Such changes
may include the transfer of operating subsidiaries of UBS AG to
become direct subsidiaries of UBS Group AG, consolidation of
operating subsidiaries in the European Union, and adjustments
to the booking entity or location of products and services. These
structural changes are being discussed on an ongoing basis with
FINMA and other regulatory authorities, and remain subject to a
number of uncertainties that may affect their feasibility, scope or
timing.

— Refer to the “UBS Group - Changes to our legal structure”
section of our Annual Report 2014 for more information on the
establishment of UBS Group AG and to the “Recent
developments” section of our second quarter 2015 report for
more information on the establishment of UBS Switzerland AG

Switzerland and Germany clarify access to the German market
for banks
In July 2015, the Swiss government announced that Switzerland
and Germany have finalized the terms of their mutual
memorandum to simplify the provision of cross-border financial
services. With immediate effect, a simplified authorization
regime for Swiss banks seeking to provide cross-border financial
services in Germany has been provided by the German regulator,
Federal Financial Supervisory Authority (BaFin).

The implementation of the memorandum strengthens legal
certainty and clarifies the terms and conditions for access to the
German market.

Swiss Parliament discusses tax compliance measures

In September 2015, the Swiss National Council adopted the
legal basis for implementing the global automatic exchange of
information (AEl) standard in tax matters and ratified the
Organization for Economic Cooperation and Development

(OECD) / Council of Europe Administrative Assistance
Convention and the Multilateral Competent Authority
Agreement.

Separately, in September 2015, the National Council declined
to deliberate on a draft law proposed by the Federal Council
that would require banks and other financial intermediaries in
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Switzerland to comply with enhanced due diligence
requirements before accepting assets from clients resident in
countries without an AEl agreement. Should the Council of
States in the upcoming parliamentary session also dismiss a
discussion, the draft law would be abandoned.

The effects of the aforementioned developments for UBS are
currently uncertain. In the past, we have experienced outflows of
cross-border client assets from our Swiss booking center as a
result of changes in local tax regimes or their enforcement.

— Refer to the “Risk factors” section of our Annual Report 2014

for more information

EU progresses towards the introduction of mandatory clearing
for over-the-counter derivatives

In August 2015, the European Commission (EC) adopted a
Commission Delegated Regulation, introducing a clearing
obligation under the European Market Infrastructure Regulation
(EMIR), which will make it mandatory for specified interest rate
swap (IRS) contracts to be cleared through central
counterparties. This clearing obligation will enter into force,
subject to scrutiny by the European Parliament and Council of
the EU, and will be phased in over three years. Subject to certain
criteria, the implementation of the clearing obligation will be
deferred for up to three years for over-the-counter (OTC)
derivative contracts between two counterparties of the same
corporate group, where one counterparty is established in the
EU and the other outside the EU.

Also in August 2015, the European Securities and Markets
Authority (ESMA) published a Final Report proposing a clearing
obligation for credit default swaps (CDS) under EMIR. The CDS
clearing obligation will enter into force subject to endorsement
by the EC and subsequent scrutiny by the European Parliament
and Council of the EU.

The clearing obligations for IRS and CDS are expected to
come into force in the first half and the second half of 2016,
respectively. These clearing obligations will affect UBS's
transactions in the relevant OTC derivatives, as well as the
services UBS provides to clients to facilitate their clearing
obligations.

European Securities and Markets Authority publishes technical
standards on MiFID Il / MiFIR

The EU Markets in Financial Instruments Directive Il and
Regulation package (MIFID Il / MiFIR) came into force in July
2014. In September 2015, the ESMA published Regulatory
Technical Standards and Implementing Technical Standards
under MIFID Il / MiFIR which set out detailed requirements to
supplement the underlying legislation. The technical standards
cover issues within the categories of pre- and post-trade
transparency, market micro-structural issues, data publication,
non-discriminatory access to central counterparties, trading
venues and benchmarks, commodity derivatives, transaction
reporting, post-trade issues and best execution.



The technical standards will come into force subject to
endorsement by the European Commission and subsequent
scrutiny by the European Parliament and Council of the EU. The
bulk of the requirements will become effective in January 2017,
although there will be transitional provisions in several areas.

MIFID Il / MiFIR will affect many areas of UBS's business,
including the Investment Bank, Wealth Management and Asset
Management, and an assessment of the potential impact and
implementation measures is ongoing.

Reform of international tax rules under the OECD / G20 Base
Erosion and Profit Shifting initiative

The OECD presented final tax reforms under its Base Erosion and
Profit Shifting (BEPS) project, aiming to address the issue of
shifting corporate profits to low-/no-tax environments where
little or no economic activity of the corporation takes place. Key
measures include (i) new minimum standards on country-by-
country reporting, which are intended to give tax
administrations, for the first time, an overview of the global
operations of multinational enterprises, (ii) measures for the
prevention of treaty shopping, and (iii) revision of the guidance
on transfer pricing rules. The reforms are to be implemented
through national legislation. Until then, it is difficult to assess the
full impact on UBS. In Switzerland, the Federal Council has
instructed the Federal Department of Finance to deliver analyses
and proposals for implementation.

US Federal Reserve Proposes TLAC requirements
In October 2015, the Federal Reserve Board proposed long-term
debt and TLAC requirements for US globally systemically
important bank holding companies and US intermediate holding
companies (IHC) that are controlled by non-US globally
systemically important banks. Under the proposed regulation,
covered IHC, including our IHC, would be required to have TLAC
held by a non-US parent entity (internal TLAC) equal to the
greatest of: (i) 16% or 18% of RWA, (ii) if the IHC is subject to
the US supplementary leverage ratio, 6% or 6.75% of total
leverage exposure and (i) 8% or 9% of average total
consolidated assets. The lower percentages would apply to an
IHC if the home country resolution authority for the IHC's parent
banking organization certifies to the Federal Reserve Board that
its resolution strategy for the parent banking organization does
not involve the IHC entering a resolution proceeding in the US.
FINMA has adopted a single point of entry resolution strategy
and we anticipate that we will qualify for the lower internal
TLAC requirement. The TLAC requirement must be met with tier
1 capital and eligible long-term debt, including tier 2 capital
instruments that meet requirements for eligible long-term debt,
that is issued directly by the covered IHC to a foreign entity that
controls the covered HC.

An IHC also would be required to maintain outstanding
eligible long-term debt held by a non-US parent entity equal to

the greatest of: (i) 7% of RWA, (ii) if the IHC is subject to the US
supplementary leverage ratio, 3% of total leverage exposure and
(i) 4% of average total consolidated assets. In addition, an IHC
would be required to maintain an internal TLAC buffer of 2.5%
of RWA plus any countercyclical buffer. Failure to maintain the
buffer would trigger restrictions on distribution of dividends and
discretionary variable compensation payments.

Eligible internal long-term debt generally must, among other
things, be unsecured, unstructured, governed by US law,
contractually subordinated to all third-party liabilities of the IHC,
have a remaining maturity of at least one year, and include a
contractual provision permitting the Federal Reserve Board to
order the IHC to convert them into equity under certain
circumstances.

The proposed regulation would also prohibit an IHC from
issuing short-term debt or entering into qualified financial
contracts with third parties, issuing certain guarantees of
subsidiary liabilities, having a subsidiary guarantee liabilities of
the IHC, or entering into arrangements that would permit a third
party to offset a debt to a subsidiary of the IHC upon the IHC's
default to the third party.

If adopted as proposed, these requirements would apply as of
1 January 2019, with the RWA-based component of the TLAC
requirement phased in until 1 January 2022.

US Securities and Exchange Commission proposes claw-back
rules for incentive-based compensation

In July 2015, the US Securities and Exchange Commission (SEC)
proposed rules that would require national securities exchanges
and associations to establish additional listing standards. These
would require listed companies, such as UBS, to develop and
enforce claw-back policies stipulating that if a listed company
has to make a material restatement of its financial statements
resulting from an error, it must reclaim incentive-based
compensation from current and former executive officers which
they would not have received on the basis of such restatement.

US Securities and Exchange Commission finalizes rules for
registration as a security-based swap dealer
In August 2015, the SEC finalized its rules describing the
registration application process for security-based swap (SBS)
dealers. Among other things, the rules require non-resident SBS
dealers to obtain a legal opinion which concludes that the SBS
dealer can, as a matter of law, provide the SEC with access to its
books and records and submit to onsite examination, as well as
a certification that it can and will do so. UBS intends to register
at least UBS AG as an SBS dealer.

The compliance date will be based on the implementation of
the business conduct, financial responsibility, and record-keeping
rules for registered SBS entities.
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Group performance

Group performance

Net profit attributable to UBS Group AG shareholders for the third quarter of 2015 was CHF 2,068 million compared
with CHF 1,209 million in the second quarter of 2015. We recorded an operating profit before tax of CHF 788 million
compared with CHF 1,759 million. Operating income decreased by CHF 648 million, reflecting lower net fee and
commission income, a reduced own credit gain as well as lower other income. Moreover, operating expenses increased
by CHF 323 milli