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Dear shareholders,

For the fourth quarter of 2014, we reported a net profit
attributable to shareholders of CHF 963 million and
diluted earnings per share of CHF 0.26. The result
included a net tax benefit of CHF 493 million. All of our
business divisions were profitable, resulting in a Group
adjusted! profit before tax of CHF 648 million. Our
performance once again demonstrated the fundamental
earnings power of our business and its ability to deliver
in a challenging environment.

During the quarter, heightened geopolitical tensions in
Eastern Europe and the Middle East continued to
influence markets and the macroeconomic environment.
Economic conditions in leading developed economies
differed greatly. Monetary policy in the eurozone,
Switzerland and Japan contrasted notably with the
Federal Reserve’s outlook. This created expectations of
rising US interest rates and increased upward pressure
on the US dollar. Volatility rose in all asset classes as
commodity prices fell and concerns about global
economic growth increased. These factors adversely
influenced client confidence and activity levels, with
client risk appetite remaining subdued. Uncertainty and
heightened volatility continued into the new year,
particularly following the Swiss National Bank’s
unexpected change in monetary policy. These factors
underline why our focus remains firmly on our clients
and on the advice we provide to help them navigate
these challenging times. We also continue to focus on
the prudent management of our risk profile, which
helped all our businesses to perform well during another
testing quarter.

In 2014, we continued to reduce risk-weighted assets,
improve our leverage ratio and maintain the best fully
applied Basel Ill CET1 ratio in our peer group. Further,
our Group net profit for the year rose by 13% to CHF 3.6
billion. Our achievements in 2014 enabled us to deliver
attractive returns to our shareholders. Consequently, we
intend to propose an ordinary dividend of CHF 0.50 for
2014, an increase of 100% on the prior year and a
payout ratio of 53% of the Group’s reported net profit.

Reflecting progress in the establishment of our Group
holding company, including the successful completion of
our share-for-share exchange offer, we fully accrued a
supplementary capital return of CHF 0.25 per share in

Looking at the fourth quarter in more detail, Wealth
Management achieved an adjusted! profit before tax of
CHF 694 million, the strongest fourth-quarter result since
2008. Increased net interest income and recurring fee
income reflected our initiatives to grow lending and
mortgage balances and to increase mandate penetration
and was also a result of higher invested assets. This
was offset by declines in transaction-based income,
which fell after a very strong third quarter. Gross margin
decreased to 82 basis points, outside of the target
range. Net new money flows from clients in Asia Pacific,
ultra high net worth clients globally and clients of the
domestic business in Europe remained buoyant, but
were partly offset by expected cross-border outflows in
Europe. Overall, net new money was CHF 3.0 billion.
While outside the target range for the quarter, the
business’s annualized net new money growth rate for
the full year was within the target range. The adjusted!
cost/income ratio remained within the target range
during the quarter.

Wealth Management Americas delivered an adjusted!
profit before tax of USD 233 million, reflecting a new
quarterly record for operating income which was offset
by higher operating expenses. Total operating income
increased on higher transaction-based and net interest
income, the latter demonstrating continued success in
the business’s banking and lending initiatives. Net new
money increased to USD 5.5 billion, with higher inflows
from net recruiting of financial advisors leading to an
annualized net new money growth rate of 2.2%, within
the target range. The gross margin on invested assets
and the adjusted! cost/income ratio also both remained
within the target ranges.

Retail & Corporate recorded an adjusted! profit before
tax of CHF 356 million. Operating income declined after
a very strong third-quarter performance. Higher credit
loss expenses as well as lower recurring net fee income
and net interest income were partly offset by higher
transaction-based income. Annualized net new business
volume growth for the retail business declined, and was
therefore below the target range as net new client assets
were positive while net new loans were slightly negative,
in line with the business’s strategy to grow selectively.
The net interest margin and adjusted! cost/income ratio
both remained within the target ranges.



the fourth quarter of 2014. Subject to shareholder
approval, UBS Group AG intends to pay this one-time
supplementary  capital return upon  successful
completion of the squeeze-out procedure.

1 Refer to the “Group performance” section of this report for more information on adjusted results.
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Global Asset Management posted an adjusted! profit

before tax of CHF 124 million. Higher operating income
primarily reflected increased performance fees in traditional
investments and global real estate. Operating expenses
increased, mostly due to higher charges for litigation,
regulatory and similar matters. Excluding money market
flows, net new money outflows were CHF 5.8 billion, mostly
from traditional investments. The gross margin and
adjusted! cost/income ratio missed the target ranges. While
negative in the quarter, the annualized net new money
growth rate for the full year was within the target range.

The Investment Bank achieved an adjusted! profit before
tax of CHF 426 million. On a reported basis, operating
income was broadly unchanged from the prior quarter. In
Corporate Client Solutions, advisory revenues rose on
increased participation in merger and acquisition
transactions, and equity capital markets benefited from
higher revenues from private transactions. This was offset
by declines in debt capital markets due to lower activity and
higher risk management charges. In Investor Client
Services, the equities business delivered a strong
performance on higher cash and derivatives results,
reflecting increased client activity. Costs declined, reflecting
a significant decrease in charges for provisions for litigation,
regulatory and similar matters, partly offset by a charge for
the annual UK bank levy. While the adjusted' annualized
return on attributed equity was below the target for the year,
for the quarter it was 22.7% and above the target range.
The adjusted! cost/income ratio was within the target. The
Investment Bank was recognized with a number of awards
in recent months. These included UBS being named Equity
Derivatives House of the Year by International Financing
Review and Most Innovative Bank for M&A by The Banker.

Corporate Center — Core Functions reported a loss
before tax of CHF 387 million. Operating income was
negative, mainly as a result of higher retained central
funding costs partly due to new debt issuances throughout
the year, as well as higher retained costs. The loss before
tax in Corporate Center — Non-core and Legacy
Portfolio was CHF 725 million. Balance sheet exposures
were taken down ahead of targets. Fully applied Basel I
risk-weighted assets were reduced by CHF 6 billion to CHF
36 billion and balance sheet assets by CHF 5 billion. The
fourth quarter included losses in the Non-core rates
portfolio from unwind and novation activity, and a loss from
the termination of certain credit default swap contracts in
the Legacy Portfolio, as well as a charge for the annual UK
bank levy.

During the quarter, we continued to manage legal and
regulatory issues proactively. We reached resolutions with
the Swiss Financial Market Supervisory Authority, the US
Commodity Futures Trading Commission and the UK
Financial Conduct Authority in connection with industry-
wide investigations into foreign exchange markets. Charges
related to these resolutions were fully provisioned in the
third quarter of 2014 and did not affect our fourth-quarter
results. While these resolutions were important, we remain
focused on fully resolving this matter.

We were pleased to announce that the Board of Directors
intends to nominate Jes Staley for election to the Board at
this year’'s Annual General Meeting. We believe that his
professional expertise, gained from three decades of
working in several top leadership functions in global
banking, would strengthen the UBS Board of Directors
further.

UBS applies a sophisticated environmental and social risk
framework to all of its transactions, products, services and
activities in order to identify and assess environmental and
social risks associated with client and supplier
relationships. In the quarter, we published details of this
framework in one comprehensive document. And recently
we were rated best in class in both the FTSE4Good Index
Series and the CDP Climate Performance Leadership
Index, both of which acknowledge companies that
demonstrate strong sustainability practices. Meanwhile, at
the recent World Economic Forum (WEF) Annual Meeting
in Davos, we launched The Davos Challenge: Walk for
Education. UBS and the UBS Optimus Foundation —
through World Bicycle Relief — pledged to give one bicycle
to schoolchildren in rural South Africa for every 6 km
walked by Davos participants during the meeting.
Participants rose to the challenge, helping us reach our
goal of donating 2,500 bikes. These bikes will cut children’s
travel times significantly, boosting attendance and
educational achievement.

Outlook — At the start of the first quarter of 2015, many of
the underlying challenges and geopolitical issues that we
have previously highlighted remain. The mixed outlook for
global growth, the absence of sustained and credible
improvements to unresolved issues in Europe, continuing
US fiscal and monetary policy issues, increasing
geopolitical instability and greater uncertainty surrounding
the potential effects of lower and potentially volatile energy
and other commodity prices would make improvements in

1 Refer to the “Group performance” section of this report for more information on adjusted results.
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Axel A. Weber Chairman of the Board of Directors  Sergio P. Ermotti Group Chief Executive Officer

prevailing market conditions unlikely. In addition, recent
moves by the Swiss National Bank to remove the
EUR/CHF floor and by the European Central Bank to
increase its balance sheet expansion via quantitative
easing have added additional challenges to the financial
markets and to Swiss-based financial services firms
specifically. The increased value of the Swiss franc
relative to other currencies, especially the US dollar and
the euro, and negative interest rates in the eurozone and
Switzerland will put pressure on our profitability and, if
they persist, on some of our targeted performance
levels. Despite ongoing and new challenges, we will
continue to execute on our strategy in order to ensure
the firm’s long-term success and to deliver sustainable
returns for our shareholders.

Yours sincerely,

.

Axel A. Weber
Chairman of the
Board of Directors

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

As of or for the quarter ended As of or for the year ended
CHF million, except where indicated 31.12.14 30.9.14 31.12.13 31.12.14 31.12.13

Group results

Operating income

Operating expenses

Operating profit/(loss) before tax

Net profit/(loss) attributable to UBS Group AG shareholders
Diluted earnings per share (CHF)?

Key performance indicators®
Profitability

Return on equity (RoE) (%)
Return on assets, gross (%) » B .
Cost/income ratio (%) 91.2 107.5 92.7 90.5 88.0
Growth

Net profit growth (%)

Net new money growth for combined wealth management busin (%)
Resources

Common equity tier 1 capital ratio (fully applied, %)*

Swiss SRB leverage ratio (phase-in, %)

Additional information

Profitability

Return on tangible equity (%)°

Return on risk-weighted assets, gross (%)°®

Resources
Equity attributable to UBS Group AG shareholders 50,716 50,824 48,002 50,716 48,002
Common equity tier 1 capital (fully applied)* 29,089 30,047 28,908 29,089 28,908

Common equity tier 1 capital (phase-in)*
Risk-weighted assets (fully applied)* o o )
Risk-weighted assets (phase-in)* . ...220,877 222,648 228,557 220,877 228,557
Common equity tier 1 capital ratio (phase-in, %)*
Total capital ratio (fully applied, %)* L o )
Total capital ratio (phase-in, %)* 25.5 24.9 222 25.5 22.2
Swiss SRB leverage ratio (fully applied, %)

Swiss SRB leverage ratio denominator (fully applied)” o o )
Swiss SRB leverage ratio denominator (phase-in)7 1,004,862 987,327 1,022,924 1,004,862 1,022,924
Other

Invested assets (CHF billion)8
Personnel (full-time equivalents)
Market capitalization®

Total book value per share (CHF)? L R )
Tangible book value per share (CHF)? 12.17 11.78 11.07 12.17 11.07

1 Represents information for UBS Group AG (consolidated). Comparative information is the same as previously reported for UBS AG (consolidated) as UBS Group
AG (consolidated) is considered to be the continuation of UBS AG (consolidated). Refer to the “The new legal structure of UBS Group” section and to “Note 1 Basis
of accounting” in the “Financial information” section of this report for more information. 2 Refer to “Note 9 Earnings per share (EPS) and shares outstanding” in the
“Financial information” section of this report for more information. 3 Refer to the “Measurement of performance” section of our Annual Report 2013 for the
definitions of our key performance indicators. In the first quarter of 2014, the definitions of certain Group key performance indicators were amended. Refer to the
“Regulatory and legal developments and financial reporting changes” section of our first quarter 2014 report for more information. 4 Based on the Basel I
framework as applicable for Swiss systemically relevant banks (SRB). Refer to the “Capital management” section of this report for more information. 3 Net profit/
(loss) attributable to UBS Group AG shareholders before amortization and impairment of goodwill and intangible assets (annualized as applicable)/average equity
attributable to UBS Group AG shareholders less average goodwill and intangible assets. Goodwill and intangible assets used in the calculation of tangible equity
attributable to UBS Group AG shareholders as of 31 December 2014 have been adjusted to reflect the non-controlling interests in UBS AG as of that
date. © Based on phase-in Basel Il risk-weighted assets. 7 The leverage ratio denominator is also referred to as “total adjusted exposure” and is calculated in
accordance with Swiss SRB leverage ratio requirements. Data represent the average of the total adjusted exposure at the end of the three months preceding the
end of the reporting period. Refer to the “Capital management” section of this report for more information. € Group invested assets includes invested assets for
Retail & Corporate. 2 Refer to the “UBS shares” section of this report for more information.
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Corporate calendar UBS Group AG

Publication of the Annual Report 2014:

Friday, 13 March 2015

Publication of the first quarter 2015 report:

Tuesday, 5 May 2015

Annual General Meeting':
Thursday, 7 May 2015

Publication of the second quarter 2015 report:

Tuesday, 28 July 2015

Publication of the third quarter 2015 report:

Tuesday, 3 November 2015

1 The Annual General Meeting of UBS AG shareholders will also take

place on Thursday, 7 May 2015.

Contacts

Switchboards

For all general enquiries.
Zurich +41-44-234 1111
London +44-20-7568 0000
New York +1-212-821 3000
Hong Kong +852-2971 8888
www.ubs.com/contact

Investor Relations

UBS'’s Investor Relations team
supports institutional,
professional and retail investors
from our offices in Zurich and
New York.

UBS Group AG, Investor
Relations

P.O. Box, CH-8098 Zurich,
Switzerland

investorrelations @ ubs.com
www.ubs.com/investors

Hotline Zurich +41-44-234 4100
Hotline New York +1-212-882
5734

Fax (Zurich) +41-44-234 3415

Media Relations

UBS’s Media Relations team
supports global media and
journalists from offices in Zurich,
London, New York and Hong
Kong.

www.ubs.com/media

Zurich +41-44-234 8500
mediarelations @ubs.com

London +44-20-7567 4714
ubs-media-relations @ ubs.com

New York +1-212-882 5857
mediarelations-ny @ ubs.com

Hong Kong +852-2971 8200
sh-mediarelations-ap @ ubs.com

Office of the Company Secretary
The Company Secretary receives
enquiries on compensation and related
issues addressed to members of the
Board of Directors.

UBS Group AG, Office of the Company
Secretary
P.O. Box, CH-8098 Zurich, Switzerland

sh-company-secretary @ubs.com

Hotline +41-44-235 6652
Fax +41-44-235 8220

Shareholder Services

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

UBS Group AG, Shareholder Services
P.O. Box, CH-8098 Zurich, Switzerland

sh-shareholder-services @ ubs.com

Hotline +41-44-235 6652
Fax +41-44-235 8220

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

Computershare
P.O. Box 30170
College Station
TX 77842, USA

Shareholder online enquiries:
https://www-us.computershare.com/
investor/Contact

Shareholder website:
www.computershare.com/investor

Calls from the US +1 866-541 9689
Calls from outside

the US +1-201-680 6578

Fax +1-201-680 4675
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UBS and its businesses

We draw on our over 150-year heritage to serve private, institutional and corporate clients worldwide, as well as
retail clients in Switzerland. Our business strategy is centered on our pre-eminent global wealth management
businesses and our leading universal bank in Switzerland, complemented by our Global Asset Management
business and our Investment Bank, with a focus on capital efficiency and businesses that offer a superior
structural growth and profitability outlook. Headquartered in Zurich, Switzerland, we have offices in more than 50
countries, including all major financial centers, and approximately 60,000 employees. UBS Group AG is the
holding company of the UBS Group. Under Swiss company law, UBS Group AG is organized as an
Aktiengesellschaft, a corporation that has issued shares of common stock to investors. The operational
structure of the Group comprises the Corporate Center and five business divisions: Wealth Management, Wealth
Management Americas, Retail & Corporate, Global 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.
Its clients benefit from the entire spectrum of UBS
resources, ranging from investment management to
estate planning and corporate finance advice, in addition
to specific wealth management products and services.

Wealth Management Americas

Wealth Management Americas 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 business, the
domestic Canadian business and international business
booked in the US.

Retail & Corporate

Retail & Corporate maintains a leading position across
retail, corporate and institutional client segments in
Switzerland and constitutes a central building block of
UBS Switzerland’s pre-eminent universal bank model. It
provides comprehensive financial products and services
embedded in a true multi-channel experience, offering
clients convenient access. It continues to enhance the
range of life-cycle products and services offered to
clients, while pursuing additional growth in advisory and
execution services.

Global Asset Management

equities, fixed income, currencies, hedge funds, real
estate, infrastructure and private equity that can also be
combined into multi-asset strategies. The fund services
unit provides professional services including fund set-up,
accounting and reporting for both traditional investment
funds and alternative funds.

Investment Bank

The Investment Bank provides corporate, institutional
and wealth management clients with expert advice,
innovative financial solutions, outstanding execution and
comprehensive access to the world’s capital markets. It
offers financial advisory and capital markets, research,
equities, foreign exchange, precious metals and tailored
fixed income services in rates and credit through its two
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 Core Functions and
the Non-core and Legacy Portfolio. Core Functions
provides Group-wide control functions such as finance
(including treasury services such as funding, balance
sheet and capital management), risk control (including
compliance) and legal. In addition, it provides all logistics
and support functions, including operations, information
technology, human resources, regulatory relations and
strategic initiatives, communications and branding,
corporate real estate and administrative services,
physical security, information security and offshoring.
Core Functions allocates most of its treasury income,



Global Asset Management is a large-scale asset
manager with diversified businesses across investment
capabilities, regions and distribution channels. It offers
investment capabilities and styles across all major
traditional and alternative asset classes including

6

operating expenses and personnel associated with the
abovementioned activities to the businesses. The Non-
core and Legacy Portfolio comprises the non-core
businesses and legacy positions that used to be part of
the Investment Bank.






The new legal structure of UBS Group

The new legal structure of UBS Group

During 2014, we established UBS Group AG as the
holding company of the UBS Group. This change is
intended, along with other measures already
announced, to substantially improve the resolvability of
the UBS Group in response to evolving “too-big-to-fail”’
regulatory requirements.

UBS Group AG was incorporated on 10 June 2014 as
a wholly owned subsidiary of UBS AG. On
29 September 2014, UBS Group AG launched an offer
to acquire all the issued ordinary shares of UBS AG in
exchange for registered shares of UBS Group AG on a
one-for-one basis. Following the exchange offer and
subsequent private exchanges on a one-for-one basis
with various shareholders

and banks in Switzerland and elsewhere outside the
United States, UBS Group AG acquired 96.68% of UBS
AG shares by 31 December 2014.

UBS Group AG intends to acquire the remaining UBS
AG shares through a squeeze-out procedure according
to the Swiss Stock Exchanges and Securities Trading
Act or through a squeeze-out merger of UBS AG into a
subsidiary according to the Swiss Merger Act, and may
also seek to acquire additional shares of UBS AG
through any other lawful means. Completion of the
squeeze-out process may take a considerable period of
time.



Legal structure as of 31 December 2014

Shareholders of
UBS Group AG

100.00 %

09 0,0
'S mn

UBS Group AG consolidated
UBS Group AG

96.68%

0g9
frreim
Non-controlling
332% shareholders of UBS AG
100.00 %"

1 Dt and indinect boldings. The entities specifically isted ane the Group's indrddisaly significant subsidiacies a5 of 31 December 2004, Reler 10 " Nobe 30 [ntenests in subsidianies and ofher entities” in the " Finandiy
infcamation” section of owr Annual Report 2013 for mare information. 2 UBS AG and the significant subsidiaries shown im this chart hold in aggregate 100% in these cther subsidiaries with very few excegtions
3 UBS Switzerland A is & wholly owned, non-operating subsidiary of UBS AG. It is intended 1o become operational im the seqond quarner of 2015

UBS AG consolidated

UBS
Americas
Ing.

UBS
Switzerland
AG!

Other
subsidiaries®

UBS
Financial
Services
Inc.

UBS
Securities
LLC
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Once the squeeze-out process is completed, we
expect to pay a supplementary capital return of at least
CHF 0.25 per share to shareholders of UBS Group AG.

UBS Group AG shares have been listed on the SIX
Swiss Exchange (SIX) (Ticker symbol: UBSG) since
28 November 2014 and also began regular-way trading
on the New York Stock Exchange (NYSE) (Ticker
symbol: UBS) on the same date. UBS AG shares were
delisted from the New York Stock Exchange on
17 January 2015. UBS AG shares will also be delisted
from SIX Swiss Exchange upon completion of the
squeeze-out process.

UBS Group

The changes to our legal structure do not affect our
strategy, our business and the way we serve our clients.
They also have no material effect on the organization,
processes, roles and responsibilities with respect to how
UBS is managed and governed. UBS Group AG’s Board
of Directors and Group Executive Board have the same
members as the UBS AG’s Board of Directors and
Group Executive Board, respectively.

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 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
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Transaction overview

UBS Group AG - establishment of our Group holding company

A A

10 Jone 2074 9 Sept 2004

Key steps in the Group reorganization

— On 10 June 2014, the new entity UBS Group AG was
incorporated as a stock corporation (Aktiengesellschaft)
under Swiss law and as a wholly owned subsidiary of
UBS AG with a registered domicile in Zurich.

— On 29 September 2014, UBS Group AG launched an
offer to acquire all issued ordinary shares of UBS AG in
exchange for registered shares of UBS Group AG on a
one-for-one basis (the exchange offer). During the initial
offer period from 14 October to 20 November 2014,
90.40% of all issued UBS AG shares were tendered.

— On 26 November 2014, the capital increase in
connection with the first settlement of the exchange
offer was approved by UBS AG, the sole shareholder of
UBS Group AG at the time.

— On 28 November 2014, the first settlement of the
exchange offer was carried out and UBS Group AG
became the holding company of UBS Group and the
parent company of UBS AG. UBS Group AG shares
started trading on the SIX and also began regular-way
trading on the NYSE on the same date.

— A subsequent offer period was provided from
26 November to 10 December 2014.

— Following the exchange offer and subsequent private
exchanges on a one-for-one basis with various
shareholders and banks in Switzerland and elsewhere
outside the United States, UBS Group AG held 96.68%
of UBS AG shares by 31 December 2014.

10
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— Further private exchanges have reduced the amount of
outstanding UBS AG shares by 17.1 million and as a
result UBS Group held 97.12% of UBS AG shares by
6 February 2015.

=> Refer to the “UBS shares” section of this report for more
information on our shares

Transfer of deferred compensation plans
As part of the Group reorganization, in the fourth quarter
of 2014, UBS Group AG assumed all obligations of UBS
AG as “grantor” in connection with outstanding awards
under employee share, option, notional fund and deferred
cash plans. At the same time, UBS Group AG acquired
the beneficial ownership of the financial assets and
91 million treasury shares of UBS Group AG held to
hedge the economic exposure arising from these plans.
Obligations relating to these deferred compensation
plans’ awards, which are required to be, and have been,
granted by a separate UBS subsidiary or local employing
entity, have not been assumed by UBS Group AG and will
continue on this basis. Furthermore, obligations related to
other compensation vehicles, such as defined benefit
pension plans and other local awards, have not been
assumed by UBS Group AG and are retained by the
relevant employing and/or sponsoring entities.



UBS Group

Comparison UBS Group AG (consolidated) vs. UBS

AG (consolidated)

The consolidated assets and liabilities of the Group were

not affected by the transaction. No cash offer was made

for UBS AG shares and therefore no cash proceeds
have resulted from the issue of the UBS Group AG
shares in connection with the exchange offer.

The table on the next page shows the differences
between UBS Group AG (consolidated) and UBS AG
(consolidated) financial, capital and liquidity and funding
information as of or for the period ended 31 December
2014. These differences are recorded in Corporate
Center — Core Functions and relate to the following:

— Assets, liabilities, operating income, operating
expenses and operating profit before tax relating to
UBS Group AG are reflected in the consolidated
financial statements of UBS Group AG but not of UBS
AG.

— The accounting policies applied under International
Financial Reporting Standards (IFRS) in both financial
statements are identical. However, there are
differences in equity and net profit, as a small portion
of UBS AG shares is still held by shareholders with a
non-controlling interest (NCI) and due to different
presentation requirements related to preferred notes
issued by UBS AG.

— Total equity of UBS Group AG consolidated includes
non-controlling interests in UBS AG. Most of the
difference of CHF 1,504 million in equity attributable to
shareholders between the consolidated equity of UBS
Group AG and UBS AG

relates to these non-controlling interests. Net profit
attributable to non-exchanged UBS AG shares is
presented as net profit attributable to NCI in the
consolidated income statement of UBS Group AG.
Preferred notes issued by UBS AG of CHF
2,013 million are presented in the consolidated UBS
Group AG balance sheet as equity attributable to NCI,
while in the consolidated UBS AG balance sheet,
these preferred notes are required to be presented as
equity attributable to preferred noteholders. For 2014,
the consolidated financial statements of UBS Group
AG and UBS AG reflect the same net profit
attributable to preferred noteholders as no additional
profit has been attributed to preferred noteholders
following the date upon which UBS Group AG became
the holding company of the Group.

Most of the difference of CHF 1,864 million and CHF
450 million in common equity tier 1 and total capital,
respectively, was due to compensation-related
regulatory capital accruals, liabilities and capital
instruments which are reflected on the level of UBS
Group AG, following the transfer of the grantor
function for the Group’s employee deferred
compensation plans during the fourth quarter of 2014.
Respective charges to consolidated UBS AG common
equity tier 1 and total capital will be made over the
service period of the corresponding compensation
awards.
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The new legal structure of UBS Group

Comparison UBS Group AG (consolidated) versus UBS AG (consolidated)

As of or for the quarter ended 31.12.14 As of or for the year ended 31.12.14
UBS UBS
Group UBS Group UBS
AG AG AG AG

CHF million, except (conso- (conso- Difference  Difference (conso- (conso- Difference  Difference
where indicated lidated) lidated) (absolute) (%) lidated) lidated) (absolute) (%)
Income statement
Operati 6,746 6,745 28,027 28,026
Opel

Operating profit/(loss)
before tax

of which: net
profit/(loss)
attributable to

... Shareholders 963 ......1005 (43) . (4) 3571 3614 ..(43) (1).
of which: net
profit/(loss)
attributable to
preferred

,,,,,,,, noteholders . ...381 .8 ... .6 .14 .14 .0 .0
of which: net
profit/(loss)
attributable to
non-controlling

interests 36 2 34 39 5 34 680

Balance sheet

Total assets 1,062,456 1,062,305 151 0 1,062,456 1,062,305 151 (Vi

of which: equity
attributable to
__ shareholders 50716 52220  (1,504) | ¢ 50716 52220  (1,504) | 3)
of which: equity
attributable to
preferred
_..notehoiders O 2013 . (2013) . (100) ..o 0 . ....2013 (2013) (100)
of which: equity
attributable to
non-controlling
interests 3,764 45 3,718 3,764 45 3,718

Capital information

(fully applied)

Common equity tier 1

capital 29,089 30,953 (1,864) (6) 29,089 30,953 (1,864) (

I
Swiss SRB leverage

ratio denominator 997,850 . 999,152 .. (1,8302) o L 997,850 .. 999,152 .. (1,.302) 0.
Common equity tier 1

capitalratio (%) 184 143 oo 184 143 ©9
Total capital ratio (%) ... .. 18.9 19.0 02) 18.9 19.1 ©02)
Swiss SRB leverage

ratio (%) 4.1 4.1 0.0 4.1 4.1 0.0

Liquidity and

funding

Liquidity coverage

ratio (pro-forma, %) ... 123 023 0 e NZB L 023 O
Net stable funding

ratio (pro-forma, %) 106 106 0 106 106 0

Share information




Shares issued

(number of shares) . 3,717,128,324  3,844,560,913  (127,432,589) . (3) 3,717,128,324  3,844,560,913  (127,432,589)  (3).
Shares outstanding

(number of shares) . 3,629,256,587  3,842,445,658  (213,189,071) (6) 3,629,256,587  3,842,445,658  (213,189,071) (6).
Diluted earnings per

share(CHF) | 026 026 000 o 094 094 000 0.
Tangible book value

per share (CHF) 12.17 11.82 0.35 3 12.17 11.82 0.35 3
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UBS Group

External reporting for the fourth quarter 2014

General requirements

Our external reporting requirements and the scope of
our external reports are defined by general accounting
law and principles, relevant stock and debt listing rules,
and specific legal and regulatory requirements, as well
as by our own financial reporting policies. As a global
firm with shares listed both on the SIX and NYSE, we
prepare and publish consolidated financial statements in
accordance with IFRS on a quarterly basis.
Management’'s discussion and analysis (MD&A)
complements our financial statements by providing a
breakdown of results by business division and Corporate
Center and disclosures relating to risk management and
control, balance sheet, liquidity and funding, and capital
management.

Our financial results for the fourth quarter of 2014

This report focuses on UBS Group AG (consolidated)

and provides:

— MD&A information for UBS Group AG (consolidated);

— Unaudited financial statements for UBS Group AG
(consolidated) under IFRS, excluding a statement of
cash flows and certain explanatory notes in the
“Financial information” section; and

— UBS Group AG standalone income statement and
balance sheet in the “Financial information” section, in
line with the Swiss Code of Obligations.

In addition, we have provided supplemental information
for UBSAG and UBS Limited in the “Financial
information” section:

— UBS AG consolidated key figures table;

— UBS AG consolidated income statement, statement of
comprehensive income and balance sheet in
accordance with IFRS;

- UBS AG consolidated capital information in
accordance with requirements for Swiss systemically
relevant banks (SRB);

— UBS AG standalone income statement and balance
sheet in accordance with Swiss Federal banking law;

— UBS AG standalone capital information in accordance
with Swiss SRB requirements;

— UBS Limited standalone income statement, statement
of comprehensive income and balance sheet in
accordance with IFRS; and

— UBS Limited standalone capital information in
accordance with Basel Il regulations.
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The new legal structure of UBS Group

Future structural changes

UBS continues to implement additional measures to
substantially improve the Group’s resolvability in
response to too-big-to-fail (TBTF) requirements in
Switzerland and the other countries in which the Group
operates. In Switzerland, we are progressing towards
the transfer of our Retail & Corporate business division
and the Swiss-booked business of our Wealth
Management business division into UBS Switzerland AG
by mid-2015. To comply with new rules for foreign banks
in the US under the Dodd-Frank Wall Street Reform and
Consumer Protection Act, by 1July 2016 we will
designate an intermediate holding company that will own
all of our US operations except US branches of UBS
AG. In the UK, we have begun to implement a revised
business and operating model for UBS Limited, which
will enable UBS Limited to bear and retain a larger
proportion of the risk and reward in its business
activities.

Our strategy, our business and the way we serve 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.

We are confident that the establishment of UBS Group
AG as the holding company of the Group along with our
other announced measures will substantially enhance
the resolvability of the Group. We expect that the Group
will qualify for a rebate on
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the progressive buffer capital requirements, which
should result in lower overall capital requirements. The
Swiss Financial Market Supervisory Authority (FINMA)
has confirmed that our proposed measures are in
principle suitable to warrant a rebate, although the
amount and timing will depend on the actual execution
of these measures and can therefore only be specified
once all measures are implemented.

We may consider further changes to the Group’s legal
structure in response to regulatory requirements,
including to further improve the resolvability of the
Group, to respond to capital requirements, (as well as to
seek any reduction in capital requirements the Group
may be entitled to), and to meet any other regulatory
requirements regarding our legal structure. Such
changes may include the transfer of operating
subsidiaries of UBS AG to become direct subsidiaries of
UBS Group AG, the transfer of shared service and
support  functions to service companies, 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.

> gefer to the “Capital management” section of this report for

more information on our capital requirements



Recent developments

Impact of Swiss National Bank actions

On 15 January 2015, the Swiss National Bank (SNB)
discontinued the minimum targeted exchange rate for
the Swiss franc versus the euro, which had been in
place since September 2011. At the same time, the SNB
lowered the interest rate on deposit account balances at
the SNB that exceed a given exemption threshold by 50
basis points to negative 0.75%. It also moved the target
range for three-month Libor to between negative 1.25%
and negative 0.25% (previously negative 0.75% to
positive 0.25%). These decisions resulted in a
considerable strengthening of the Swiss franc against
the euro, US dollar, British pound, Japanese yen and
several other currencies, as well as a reduction in Swiss
franc interest rates. As of 31 January 2015, the Swiss
franc exchange rate was 0.92 to the US dollar, 1.04 to
the euro, 1.38 to the British pound and 0.78 to 100
Japanese yen. Volatility levels in foreign currency
exchange and interest rates also increased.

A significant portion of the equity of UBS’s foreign
operations is denominated in US dollars, euros, British
pounds and other foreign currencies. The appreciation of
the Swiss franc would have led to an estimated decline
in total equity of approximately CHF 2.0 billion or 4%
when applying currency translation ratesas of
31 January 2015 to the reported balances as of
31 December 2014. This includes a reduction in
recognized deferred tax assets, mainly related to the
US, of approximately CHF 0.6 billion (of which CHF
0.3 billion relates to temporary differences deferred tax
assets), which would be recognized in Other
comprehensive income.

Similarly, a significant portion of our Basel Il risk-
weighted assets (RWA) are denominated in US dollars,
euros, British pounds and other foreign currencies.
Group Treasury is mandated with the task of minimizing
adverse effects from changes in currency rates on our
capital ratios. The Group Asset and Liability
Management Committee, a committee of the UBS Group
Executive Board, can adjust the currency mix in capital,
within limits set by the Board of Directors, to balance the
effect of foreign exchange movements on the fully
applied CET1 capital and total capital ratio. As a result,
the proportion of RWA denominated in foreign
currencies outweighs the capital in these currencies, and
the significant appreciation of the Swiss franc against
these currencies benefited our Basel Ill capital ratios.

UBS Group

In aggregate, UBS did not experience negative
revenues in its trading businesses in connection with the
SNB announcement. While it is premature to draw a
conclusion about the quarter, we have had a solid start
to the year.

However, the portion of our operating income
denominated in non-Swiss franc currencies is greater
than the portion of operating expenses denominated in
non-Swiss franc currencies. Therefore, appreciation of
the Swiss franc against other currencies generally has
an adverse effect on our earnings in the absence of any
mitigating actions.

In addition to the estimated effects from changes in
foreign currency exchange rates, our equity and capital
are affected by changes in interest rates. In particular,
the calculation of our net defined benefit assets and
liabilities is sensitive to the discount rate applied.
Specifically, the reduction in applicable discount rates
during January would have reduced our equity and fully
applied Swiss SRB CET1 capital by around CHF
1 billion. Also, the persistently low interest rate
environment would continue to have an adverse effect
on our replication portfolios, and our net interest income
would further decrease.

Furthermore, the stronger Swiss franc may have a
negative impact on the Swiss economy, which, given its
reliance on exports, could impact some of the
counterparties within our domestic lending portfolio and
lead to an increase in the level of credit loss expenses in
future periods.

Regulatory and legal developments

FINMA publishes new leverage ratio and revised
disclosure circulars, and provides further guidance on
RWA calculations

In November 2014, the Swiss Financial Market
Supervisory Authority (FINMA) published a new circular
on the leverage ratio and a revised circular on
disclosure.

The new FINMA Circular “Leverage ratio — banks”
covers the calculation rules for the leverage ratio in
Switzerland. For Swiss systemically relevant banks
(SRB), the new circular revises the way the leverage
ratio denominator (LRD) is calculated in order to be
aligned with the rules issued by the Bank for
International Settlements (BIS) in January 2014. This
change became effective on 1 January 2015. We are



On a fully applied basis for Swiss systemically relevant
banks (SRB) we would have experienced the following
approximate declines in our capital balances when
applying currency translation rates as of 31 January
2015 to the reported balances as of 31 December 2014:
CHF 0.9 billion or 3% in fully applied common equity tier
1 (CET1) capital, CHF 1.8 billion or 4% in fully applied
total capital, CHF 9.2 billion or 4% in fully applied RWA
and CHF 71.4 billion or 7% in the fully applied leverage
ratio denominator. Consequently, we estimate that our
fully applied Swiss SRB CET1 capital ratio would have
increased by approximately 20 basis points and the fully
applied leverage ratio would have improved by
approximately 10 basis points.

making use of a one-year transition period, under
which the existing Swiss SRB definition may still be
used, but we are required to disclose both leverage ratio
measures (based on existing Swiss SRB rules as well as
on the BIS Basel lll rules) starting with our first quarter
2015 reporting. The current minimum leverage ratio
requirement as a percentage of the risk-based capital
ratio requirement (excluding the countercyclical buffer
requirement) remains unchanged for Swiss SRB.

The Basel Il rules also require disclosure of the
leverage ratio and liquidity coverage ratio (LCR) as of
2015. These disclosure requirements are included in the
revised FINMA Circular “Disclosure — banks,” which
came into force on 1 January 2015.
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Recent developments

During 2012, FINMA began requiring banks using the
internal ratings-based (IRB) approach to apply a bank-
specific IRB multiplier when calculating risk-weighted
assets (RWA) for owner-occupied Swiss residential
mortgages. This multiplier is applied to new and
renewed mortgages. The entire owner-occupied Swiss
residential mortgage portfolio is subject to this multiplier,
which is being phased in through 2019. FINMA has
notified us that the RWA increase should be extended to
Swiss income-producing residential and commercial real
estate from the first quarter of 2015 with a phased
implementation through 2019. FINMA also announced
that the RWA levels of other asset classes are to be
reviewed. We understand these reviews to be in
anticipation of the Basel Committee on Banking
Supervision (BCBS) expected prudential reforms (e.g.,
reduction in the variability of capital ratios or capital
floors).

Final report of the group of experts on the further
development of Switzerland’s financial market strategy

A group of senior experts representing the private
sector, authorities and academia (“the Brunetti group”)
was appointed by the Swiss Federal Council, and
mandated to further develop the strategy of
Switzerland’s financial market. In its final report, issued
in December 2014, the Brunetti group made
recommendations with regard to (i) safeguarding
systemic stability/too-big-to-fail (TBTF), (ii) preserving
market access, (iii) improving the tax environment, and
(iv) efficient organization of regulatory processes. The
Brunetti group stated that the Swiss TBTF approach
compares favorably with the approaches of other
countries and therefore no reorientation of the prevailing
regulatory model is necessary. Although an international
comparative analysis has confirmed that the Swiss
regulatory model is, in principle, suitable to address the
TBTF problem, the Brunetti group argued that certain
adjustments within the model are necessary to truly
eliminate the implicit government guarantee in the long
term. The Brunetti group’s work on the TBTF regime
serves as the basis for the Swiss Federal Council’s
review report on the Swiss TBTF law to be presented to
the Swiss parliament in early 2015.

The Brunetti group emphasized the importance of
Swiss financial services providers’ access to foreign
markets with a view to maintaining the competitiveness
of the Swiss financial center. Furthermore, following a
recommendation made by the Brunetti group, the Swiss
Federal Council submitted a draft law on 17 December
2014 for consultation, proposing to move towards a
“paying agent” principle for Swiss withholding tax. The
Brunetti group also analyzed the Swiss regulatory and
supervisory  processes and proposed  various

capacity for global systemically important banks to
ensure that an orderly wind-down is possible. The FSB
proposes that a minimum Pillar 1 TLAC requirement be
set within the range of 16% to 20% of RWA and at least
twice the Basel lll tier 1 leverage ratio requirement.

A second consultation covers the BCBS proposals for
revising the standardized approach to credit risk, e.g., by
relying less on external credit ratings, reducing the
scope of national discretion or strengthening the link
between the standardized and the IRB approach. One of
the key aspects of the current proposal is that the
corporate and bank exposures would be based on a
limited number of drivers and no longer risk-weighted by
reference to their external credit ratings.

The BCBS also issued a proposal on the design of a
capital floor framework, which would be based on
revised standardized approaches for credit, market and
operational risk. The calibration of the floor is outside the
scope of the consultation.

BCBS issues revised Pillar 3 disclosure requirements

In January 2015, the BCBS issued revised Pillar 3
disclosure requirements that aim to improve
comparability and consistency of disclosures. To this
end, the BCBS introduced harmonized templates. These
include prescriptive fixed form templates for quantitative
information that is considered essential for the analysis
of a bank’s regulatory capital requirements as well as
templates with a more flexible format for information
which is considered meaningful to the market. In
addition, banks may accompany the disclosure
requirements in each template with a qualitative
commentary that explains a bank's particular
circumstances and risk profile.

According to the BCBS timeline, banks will be required
to publish their first Pillar 3 reports under the revised
framework concurrently with their year-end 2016
financial reports. Under the new requirements, we will be
mapping the financial statements into regulatory risk
categories and we will present semiannually and
annually comprehensive sets of standardized disclosure
tables. Amendments to our Pillar 3 reporting will further
include the quarterly disclosure of a RWA flow statement
in a granularity similar to the one we have so far been
disclosing annually. The standardized tables are
designed to improve the comparability between banks
and are expected to require significant implementation
investment.

European Banking Union

The implementation of the European Banking Union
(EBU) passed a milestone with the launch of the Single
Supervisory Mechanism (SSM) on 4 November 2014.
The European Central Bank (ECB) now directly



improvements, including that the institutionalized
dialogue among authorities, market participants and
research be expanded.

International consultations related to the capital
framework

During the fourth quarter of 2014, the Financial Stability
Board (FSB) and the Basel Committee on Banking
Supervision (BCBS) issued a number of potentially far-
reaching proposals that affect the amounts and
calculation methods for regulatory capital. The FSB
issued its proposed standards on Total Loss-Absorbing
Capacity (TLAC) that aims to build up adequate loss-
absorbing
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supervises 123 significant banks in the eurozone,
including UBS Luxembourg SA, which together
represent 82% of total bank assets in the eurozone.
Prior to the start of the SSM, the ECB published the
results of the comprehensive assessment, comprising
an asset quality review and stress test, of a total of 130
banks. The ECB noted there was a total capital shortfall
of EUR 25 billion detected at 25 participating banks at
the end of 2013. UBS Luxembourg SA successfully
passed the comprehensive assessment.



US regulators amended capital rules for intermediate
holding companies

The Federal Reserve Board issued a final rule adjusting
the due date for large bank holding companies (BHC) to
submit capital plans and stress test results from
5 January to 5 April 2016. The final rule also adopts,
with some adjustments, the limitation on a BHC’s ability
to make capital distributions to the extent that its actual
net capital issuances are less than the amount indicated
in its capital plan. The rule reaffirmed that an
intermediate  holding company (IHC) formed in
anticipation of the IHC rule, such as that of UBS, would
not be subject to risk-based capital, liquidity and risk
management standards until 1 July 2016, the capital
plan rule until the 2017 cycle, and the stress testing rule
and Comprehensive Capital Analysis and Review
(CCAR) process until the 2018 cycle.

Financial reporting and accounting changes

ETD client cash balances removed from balance sheet
We provide clearing and execution services to clients
entering into exchange-traded derivatives (ETD). In the
fourth quarter of 2014, we changed our accounting
policy with respect to recognizing cash initial margin
collected and remitted (together, client cash balances) to
more closely align with evolving market practices.

Client cash balances that are legally isolated from
UBS’s estate, and that UBS neither benefits from nor
controls, are not deemed assets and corresponding
liabilities of the Group. Consequently, they are no longer
reflected within Cash collateral payables on derivative
instruments for the amounts due to clients, Cash
collateral receivables on derivative instruments in
relation to amounts posted to central counterparties, and
Due from banks for any amounts that are deposited at
third-party deposit banks. The comparative balance
sheets as of 30 September2014 and 31 December

2013 have been restated accordingly.
- Refer to “Note 1 Basis of accounting” in the “Financial
information” section of this report for more information

Disclosure of regional performance in financial reports
Throughout 2014, our quarterly results presentations
included disclosure of the regional performance of our
business divisions, including a breakdown of regional
operating income, operating expenses and performance
before tax by business division.

UBS Group

Starting with our Annual Report 2014, which will be
published on 13 March 2015, we will also provide such
disclosure in our financial reports, including our interim

reports.
= Refer to the “Group performance” section of our Annual Report
2014 upon its publication on 13 March 2015

New structure of the Corporate Center

As of 1January 2015, Corporate Center — Core
Functions was reorganized into two new components,
Corporate Center — Services and Corporate Center —
Group Asset and Liability Management (Group ALM),
each of which will be reported separately. In our first
quarter 2015 report, we will reflect this change and
provide more information. Presentation of Corporate
Center — Non-core and Legacy Portfolio is not affected
by this change.

Changes to our annual performance targets and key

performance indicators

While our strategy remains unchanged, we have

amended certain external performance targets and key

performance indicators (KPI) for the Group and the
business divisions for 2015 and future years. The table
on the next page shows our amended annual
performance targets. These performance targets
exclude, where applicable, items that management
believes are not representative of the underlying
performance of our businesses, such as own credit
gains and losses, restructuring-related charges and
gains and losses on sales of businesses and real estate.

The performance targets assume constant foreign

currency translation rates unless otherwise indicated.
We amended the following performance targets and

KPI:

— The Group return on equity target of greater than 15%
was replaced with a return on tangible equity target of
around 10% for 2015 and greater than 15% from
2016.

— We introduced a new annual pre-tax profit growth
target of 10-15% over the cycle for our combined
Wealth Management and Wealth Management
Americas business divisions.

— The gross margin targets for Wealth Management,
Wealth Management Americas and Global Asset
Management were removed.

— We introduced net margin as a new KPI for Wealth
Management, Wealth Management Americas and
Global Asset Management. We will continue to report
gross margin as a KPI for these business divisions.
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Recent developments

Annual performance targets

Group
Common equity tier 1 capital ratio (fully applied)’
Risk-weighted assets (fully applied)’

Swiss SRB leverage ratio denominator (fully applied)?
Cost/income ratio
Tangible return on equity

Business division

Wealth Net new money growth
Management Cost/income ratio
Wealth Net new money growth
Management Cost/income ratio
Americas

Retail & Corporate Net new business volume growth for retail business

Net interest margin
Cost/income ratio

Global Asset Profit before tax

Management Net new money growth excluding money market flows

Cost/income ratio

Investment Bank Return on attributed equity
Risk-weighted assets (fully applied)!:3
Funded assets®
Cost/income ratio

Corporate Center

Core Functions Net cost reduction45

Non-core and Risk-weighted assets (fully applied)!

Legacy Portfolio
Net cost reduction

13.0%, 10.0% post-stress

< CHF 215 billion by year-end 2015
< CHF 200 billion by year-end 2017
CHF 900 billion by 2016

60-70%

Around 10% in 2015

> 15% from 2016

__ L0,
3-5% Combined annual profit
55-65% before tax growth of

2-4% 10-15% through the cycle
75-85%

1-4%

140-180 bps

50-60%

CHF 1 billion in the medium term
3-5%

60-70%

>15%

CHF 70 billion
CHF 200 billion
70-80%

CHF 1.0 billion by year-end 2015
~CHF 40 billion by year-end 2015
~CHF 25 billion by year-end 2017

CHF 0.4 billion by year-end 20154
Additional CHF 0.7 billion after 201567

1 Based on the Basel Ill framework as applicable for Swiss systemically relevant banks (SRB) as of 31 December 2014. Refer to the “Capital management”

section of this report for more information.

2 Based on the rules applicable as of 6 May 2014.

3 Represents a limit, not a target. 4 Measured by 2015

year-end exit rate versus full-year 2013 adjusted operating expenses, net of changes in charges for provisions for litigation, regulatory and similar
matters. ° Measured net of FX movements and changes in regulatory demand of temporary nature. © Does not assume constant foreign currency
translation rates. 7 Reduction in annual adjusted operating expenses versus full-year 2013.
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Group performance

Net profit attributable to UBS Group AG shareholders for the fourth quarter of 2014 was CHF 963 million

UBS Group

compared with CHF 762 million in the third quarter of 2014. We recorded an operating profit before tax of CHF
538 million compared with an operating loss of CHF 554 million, largely reflecting a CHF 1,222 million decrease
in operating expenses driven by lower charges for litigation, regulatory and similar matters. Operating income
declined by CHF 130 million, mainly due to lower net interest and trading income, partly offset by an increase in

net fee and commission income. We recorded a net tax benefit of CHF 493 million compared with a net tax

benefit of CHF 1,317 million in the prior quarter, mainly related to net upward revaluations of deferred tax assets

in both quarters.

Income statement

For the quarter ended % change from Year ended

CHF million 31.12.14 30.9.14 31.12.13 3Q14 4Q13 31.12.14 31.12.13
Net interest income 1,866 1874 1,546 L ) B 6,555 5,786
Credit loss (expense)/recovery (60) (32) (15) 88 300 (78) (50)
Net interest income after credit loss expense 1,807 1,842 6,477 5,736
Net fee and commission income 4,396 4,273 17,076 16,287
Net trading income 438 700 3,842 5,130

of which: net trading income excluding own credit o 368 639 3,651 5413

of which: own credit on financial liabilities designated

at fair value 70 . 61 . 292 (283)
Other income 106 61 632 580
Total operating income 6,746 6,876 28,027 27,732
Personnel expenses 3,732 3,739 15,280 15,182
General and administrative expenses 2,235 3,468 9,253 8,380
Depreciation and impairment of property and equipment 219 203 817 816
Amortization and impairment of intangible assets 23 20 83 83
Total operating expenses 6,208 7,430 5 25,433 24,461
Operating profit/(loss) before tax 538 . (554) 449 20 2,595 3,272
Tax expense/(benefit) (493) (1,317) (470) (63) 5 (1,158) (110)
Net profit/(loss) 1,031 763 919 35 12 3,752 3,381
Net profit/(loss) attributable to preferred noteholders 31 0 0 142 204
Net profit/(loss) attributable to non-controlling interests 36 1 2 39 5
Net profit/(loss) attributable to UBS Group AG
shareholders 963 762 917 26 5 3,571 3,172
Comprehensive income
Total comprehensive income 1,455 1,131 366 29 298 5,332 2,524
Total comprehensive income attributable to preferred
noteholders 42 83 as) .49 221 559
Total comprehensive income attributable to non-
controlling interests 81 2 2 86 4
Total comprehensive income attributable to UBS
Group AG shareholders 1,331 1,046 376 27 254 5,025 1,961
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Group performance

Adjusted results?. 2

For the quarter ended 31.12.14

Wealth Global CC - Non-
Wealth Manage- Asset Invest- CC - core and
Manage- ment Retail & Manage- ment Core Legacy
CHF million ment  Americas Corporate ment Bank Functions? Portfolio UBS
Operating income as reported 2004 1874 . 913 497 1,935 (17) ... (361) 6,746
of which: own credit on financial liabilities
designated at fair value? e TO0 70
of which: gains on sales of real estate 20 20
Operating income (adjusted) 2,004 1,874 913 497 1,935 (207) (361) 6,656
Operating expenses as reported 1,359 . 1,663 .. 573 M2 1,568 o 269 o 364 6,208
of which: personnel-related restructuring
charges® S A 7 o A 80 ] 17 ] 12 o I 93 .
of which: other restructuring charges® 31 16 2 8 43 “4) 9 115
of which: credit related to changes to retiree
benefit plans in the US 0 (7) 0 0 (1) 0 0 8)
Operating expenses (adjusted) 1,311 1,647 557 373 1,509 261 350 6,008
Operating profit/(loss) before tax as reported 646 211 340 85 367 (387) (725) 538
Operating profit/(loss) before tax (adjusted) 694 227 356 124 426 (469) (711) 648
For the quarter ended 30.9.14
Wealth Global CC - Non-
Wealth Manage- Asset CC - core and
Manage- ment Retail & Manage-  Investment Core Legacy
CHF million ment Americas Corporate ment Bank Functions® Portfolio UBS
Operating income as reported 2031 1779 998 489 .. 1937 5 .....[322 6876
of which: own credit on financial liabilities
designated at fairvalue 61 61
of which: impairment of a financial
investment available-for-sale (48) (48)
Operating income (adjusted) 2,031 1,779 958 489 1,985 (56) (322) 6,863
Operating expenses asreported 1324 . 1543 ..8%2 335 3221 194 280 7,430
of which: personnel-related restructuring
Charges® 19 VA 10 S 25 Ao A 72 .
of which: other restructuring charges® 41 8 0 2 2 1 5 104
of which: credit related to changes to a
retiree benefit plan in the US 0 3) 0 (8) (19) 0 (3) (33)
Operating expenses (adjusted) 1,264 1,531 512 338 3,190 178 273 7,287
Operating profit/(loss) before tax as reported 707 236 426 154 (1,284) (190) (603) (554)
Operating profit/(loss) before tax (adjusted) 767 248 446 151 (1,205) (235) (596) (424)
For the quarter ended 31.12.13
Wealth Global CC - Non-
Wealth Manage- Asset CC - core and
Manage- ment Retail & Manage-  Investment Core Legacy
CHF million ment Americas Corporate ment Bank Functions® Portfolio UBS

Operating income as reported
of which: own credit on financial liabilities
designated at fair value*
of which: gains on sales of real estate B
of which: net loss related to the buyback of

debt in a public tender offer (75) (75)
Operating income (adjusted) 1,859 1,669 931 482 1,861 (257) (130) 6,415
Operating expenses asreported 1,389 . 1,439 599 392 1563 200 317 5858

of which: personnel-related restructuring

Charges® LK — I I | 12 i (6) 90

of which: other restructuring charges® 28 22 6 12 77 (1) 15 158
Operating expenses (adjusted) 1,348 1,413 587 339 1,474 207 293 5,660
Operating profit/(loss) before tax as reported 471 230 332 130 297 (565) (446) 449
Operating profit/(loss) before tax (adjusted) 512 256 344 143 386 (464) (422) 755




1 Adjusted results are non-GAAP financial measures as defined by SEC regulations. 2 Comparative figures in this table may differ from those originally
published in quarterly and annual reports due to adjustments following organizational changes and restatements due to the retrospective adoption of new
accounting standards or changes in accounting policies. 3 Corporate Center — Core Functions operating expenses presented in this table are after service
allocations to business divisions and Corporate Center — Non-core and Legacy Portfolio. 4 Refer to “Note 10 Fair value measurement” in the “Financial
information” section of this report for more information. 5 Refer to “Note 13 Changes in organization” in the “Financial information” section of this report for
more information.
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Adjusted results?. 2

UBS Group

Year ended 31.12.14

Wealth Global CC - Non-
Wealth Manage- Asset Invest- cC- core and
Manage- ment Retail & Manage- ment Core Legacy
CHF million ment  Americas Corporate ment Bank Functions? Portfolio UBS
Operating income as reported 7901 6,998 3,741 1,902 8,346 (39) (821) 28,027
of which: own credit on financial liabilities
designated at fair value* 292 292
of which: gains on sales of real estate 44
of which: gain from the partial sale of our
NVestment In Markit 43 43
of which: impairment of a financial
investment available-for-sale (48) (48 )
Operating income (adjusted) 7,901 6,998 3,741 1,902 8,351 (375) (821) 27,696
Operating expenses as reported 5574 6,099 2,235 1,435 8,258 688 1,144 25,433
of which: personnel-related restructuring
charges® 70 23 29 37 130 21 17 . .327
of which: other restructuring charges5 16 33 34 13 131 9 14 350
of which: credit related to changes to
retiree benefit plans in the US 0 9) 0 (8) (20) 0 (3) (41)
Operating expenses (adjusted) 5,389 6,053 2,171 1,393 8,017 658 1,116 24,797
Operating profit/(loss) before tax as reported 2,326 900 1,506 467 87 (728) (1,965) 2,595
Operating profit/(loss) before tax
(adjusted) 2,511 946 1,570 509 333 (1,034) (1,937) 2,900
Year ended 31.12.13
Wealth Global CC — Non-
Wealth Manage- Asset CC- core and
Manage- ment Retail & Manage-  Investment Core Legacy
CHF million ment Americas Corporate ment Bank Functions? Portfolio UBS
Operating income as reported 7,563 6,538 3,756 1,935 8,601 (1,007) 347 27,732
of which: own credit on financial liabilities
designated at fair value? (283)
of which: gains on sales of real estate 288
of which: net losses related to the
buyback of debt in public tender Offers (194) 27 . (167).
of which: gain on sale of Global AM’s
Canadian domestic business 34 34
of which: net gain on sale of remaining
proprietary trading business 55 (24 )8 31
Operating income (adjusted) 7,563 6,538 3,756 1,901 8,546 (794) 320 27,829
Operating expenses as reported 5316 5,680 2,298 1,359 6,300 847 2,660 24,461
of which: personnel-related restructuring
charges® 71 14 19 1 9 @) 35 156
of which: other restructuring charges® 107 45 35 33 201 4) 200 616
Operating expenses (adjusted) 5,138 5,621 2,244 1,316 6,090 853 2,425 23,689
Operating profit/(loss) before tax as reported 2,247 858 1,458 576 2,300 (1,854) (2,312) 3,272
Operating profit/(loss) before tax
(adjusted) 2,425 917 1,512 585 2,455 (1,647) (2,104) 4,141

1 Adjusted results are non-GAAP financial measures as defined by SEC regulations.

accounting standards or changes in accounting policies.

allocations to business divisions and Corporate Center — Non-core and Legacy Portfolio.

information” section of this report for more information.
more information. © Reflects a foreign currency translation loss.

2 Comparative figures in this table may differ from those originally
published in quarterly and annual reports due to adjustments following organizational changes, and restatements due to the retrospective adoption of new
3 Corporate Center — Core Functions operating expenses presented in this table are after service

4 Refer to “Note 10 Fair value measurement’ in the “Financial

5 Refer to “Note 13 Changes in organization” in the “Financial information” section of this report for
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Group performance

Results: 4Q14 vs 3Q14

We recorded an operating profit before tax of CHF
538 million compared with a loss of CHF 554 million.
This improvement largely reflected a CHF 1,222 million
decrease in operating expenses, driven by CHF
1,660 million lower charges for litigation, regulatory and
similar matters, partly offset by a charge of CHF
127 million for the annual UK bank levy as well as other
increases in general and administrative expenses.
Operating income declined by CHF 130 million, mainly
due to a decline in net interest and trading income, partly
offset by an increase in net fee and commission income
as well as higher other income.

In addition to reporting our results in accordance with
IFRS, we report adjusted results that exclude items that
management believes are not representative of the
underlying performance of our businesses. Such
adjusted results are non-GAAP financial measures as
defined by SEC regulations. For the fourth quarter of
2014, the items we excluded were an own credit gain of
CHF 70 million, gains on sales of real estate of CHF
20 million, net restructuring charges of CHF 208 million
and a credit of CHF 8 million related to changes to
retiree benefit plans in the US. For the third quarter of
2014, the items we excluded were an own credit gain of
CHF 61 million, a loss of CHF 48 million related to the
impairment of a financial investment available-for-sale,
net restructuring charges of CHF 176 million and a credit
of CHF 33 million related to changes to a retiree benefit
planin the US.

On this adjusted basis, profit before tax was CHF
648 million compared with a loss of CHF 424 million in
the prior quarter.

Adjusted operating income decreased by CHF
207 million to CHF 6,656 million, mainly reflecting a
decline of CHF 280 million in adjusted net interest and
trading income, partly offset by an

Net interest and trading income

increase in net fee and commission income of CHF 123
million. Adjusted operating expenses decreased by CHF
1,279 milion to CHF 6,008 million, due to CHF
1,660 million lower net charges for provisions for
litigation, regulatory and similar matters, partly offset by
CHF 434 million higher other non-personnel expenses,
which included a charge of CHF 127 million for the
annual UK bank levy.

Operating income: 4Q14 vs 3Q14

Total operating income was CHF 6,746 million
compared with CHF 6,876 million. On an adjusted basis,
total operating income decreased by CHF 207 million to
CHF 6,656 million. Adjusted net interest and trading
income declined CHF 280 million, mainly in Corporate
Center — Core Functions and in the Investment Bank.
Net fee and commission income increased by CHF
123 million, mainly in Wealth Management Americas
and in the Investment Bank. Adjusted other income
declined by CHF 23 million.

Net interest and trading income

Net interest and trading income decreased by CHF
271 million to CHF 2,304 million. The fourth quarter of
2014 included an own credit gain on financial liabilities
designated at fair value of CHF 70 million, primarily as
life-to-date own credit losses partially reversed due to
time decay, partly offset by the impact of a marginal
tightening of our funding spreads over the quarter. The
prior quarter included an own credit gain on financial
liabilities of CHF 61 million. Excluding the effect of own
credit, adjusted net interest and trading income
decreased by CHF 280 million to CHF 2,234 million,
mainly in Corporate Center — Core Functions and in the
Investment Bank.

For the quarter ended

% change from Year ended

CHF million

31.12.14  30.9.14

31.12.13 3Q14 4Q13 31.12.14  31.12.13

Net interest and trading income

Net interest income

Net trading income

Total net interest and trading income

Wealth Management

Wealth Management Americas

Retail & Corporate

Global Asset Management




Investment Bank 1,019 1,124 954 (9) 7 4,554 5,015

of which: Corporate Client Solutions’ 210 282 188 (26) 12 1,047 1,142
of which: Investor Client Services'
Corporate Center
of which: Core Functions
of which: own credit on financial liabilities designated at fair value
of which: Non-core and Legacy Portfolio (347) (333) (159) 4 118 (864 )
Total net interest and trading income 2,304 2,575 2,150 (11) 7 10,397 10,915
1" In the fourth quarter of 2014, comparative period figures were corrected. As a result, net interest and trading income for Corporate Client Solutions increased

by CHF 10 million, CHF 15 million and CHF 107 million for third quarter 2014, fourth quarter 2013 and full year 2013, respectively, with an equal and offsetting
decrease for Investor Client Services.
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In Wealth Management, net interest and trading
income increased by CHF 29 million. Net interest
income increased by CHF 14 million to CHF 583 million,
mainly due to higher income from Lombard loans and
mortgages. Net trading income increased by CHF
15 million to CHF 183 million.

In Wealth Management Americas, net interest and
trading income increased by CHF 11 million to CHF
357 million, mainly due to the strengthening of the US
dollar versus the Swiss franc.

In Retail & Corporate, net interest and trading income
increased by CHF 2 million to CHF 655 million.

In the Investment Bank, net interest and trading
income decreased by CHF 105 million to CHF 1,019
million. Corporate Client Solutions net interest and
trading income declined by CHF 72 million, largely due
to lower revenues within risk management, mainly due
to the effect of tightening credit spreads during the fourth
quarter and within debt capital markets, due to lower
investment grade revenues and lower leveraged finance
revenues as a result of reduced market activity. This
was partly offset by higher equities capital markets
revenues, mainly due to higher revenues from private
transactions.

Investor Client Services net interest and trading
income decreased by CHF 33 million.

Corporate Center — Core Functions net interest and
trading income, adjusted for the effect of own credit,
decreased by CHF 205 million. The fourth quarter
included net losses of CHF 82 million related to high-
quality liquid asset portfolios compared with net gains of
CHF 20 million in the prior quarter. Furthermore, the
fourth quarter included losses of CHF 5 million on cross-
currency basis swaps held as economic hedges
compared with gains of CHF 65 million in the prior
quarter.

In Corporate Center — Non-core and Legacy Portfolio,
net interest and trading income decreased by CHF 14
million. Non-core net interest and trading income
increased by CHF 83 million,

Credit loss (expense)/recovery

UBS Group

largely as the fourth quarter included a net loss CHF
9 million related to funding and debit valuation
adjustments (FVA/DVA) on derivatives compared with a
net loss of CHF 188 million in the prior quarter. This was
partly offset by losses in rates of CHF 117 million
compared with CHF 25 million, mainly from increased
novation and unwind activity. Legacy Portfolio net
interest and trading income decreased by CHF
97 million and included a loss of CHF 108 million
resulting from the termination of certain credit default
swap (CDS) contracts as well as valuation losses of
CHF 53 million on financial assets designated at fair
value. The fourth quarter included a loss of CHF
8 million related to FVA/DVA on derivatives compared

with a net loss of CHF 77 million in the prior quarter.
> Refer to “Note 3 Net interest and trading income” in the
“Financial information” section of this report for more
information
= Refer to “Note 10 Fair value measurement” in the “Financial
information” section of this report for more information on
funding valuation adjustments and own credit

Credit loss expense/recovery
We recorded net credit loss expenses of CHF 60 million
compared with CHF 32 million in the prior quarter.

Net credit loss expenses in Retail & Corporate were
CHF 66 million in the fourth quarter, with the majority
related to two corporate clients, compared with
CHF 33 million in the prior quarter.

Investment Bank recorded net credit loss recoveries of
CHF 9 million compared with a net credit loss expense
of CHF 1 million in the prior quarter. The fourth quarter
included a recovery for a specific case, largely offset by
a credit loss expense following a settlement of an
impaired position, as well as various smaller credit loss
expenses.

For the quarter ended % change from Year ended
CHF million 31.12.14 30.9.14 31.12.13 3Q14 4Q13 31.12.14 31.12.13
Wealth Management (4) 0 0 (1) (10)
Wealth Management Americas 0 (1) (8) (100) (100) 15 (27)
Retail & Corporate (66) (33) (17) 100 288 (95) (18)
Investment Bank 9 (1) (1) 2 2
Corporate Center o I 2 (60) on 2 3
of which: Non-core and Legacy Portfolio 1 2 11 (50) 91) 2 3
Total (60) (32) (15) 88 300 (78) (50)




Group performance

Net fee and commission income
Net fee and commission income increased by CHF
123 million to CHF 4,396 million.

Merger and acquisitions and corporate finance fees
increased by CHF 90 million to CHF 250 million,
predominantly in the Investment Bank, reflecting
increased participation in transactions during the fourth
quarter and as the fee pool increased 10%.

Portfolio management and advisory fees increased by
CHF 69 million to CHF 1,957 million, primarily in Wealth
Management  Americas  mainly  reflecting the
strengthening of the US dollar versus the Swiss franc as
well as higher managed account fees. Portfolio
management and advisory fees also increased in Global
Asset Management, mainly due to higher performance
fees.

Net brokerage fees increased by CHF 35 million to
CHF 783 million, primarily in the Investment Bank and in
Wealth Management Americas, partly offset by a decline
in Wealth Management.

Underwriting fees were CHF 307 million compared
with  CHF 350 million in the prior quarter, mainly
reflecting a decrease of CHF 38 million in equity

underwriting fees, largely in the Investment Bank.
= Refer to “Note 4 Net fee and commission income” in the
“Financial information” section of this report for more
information

Other income

Other income was CHF 106 million compared with CHF
61 million in the prior quarter. Excluding gains on sale of
real estate of CHF 20 million in the fourth quarter and a
loss of CHF 48 million related to the impairment of a
financial investment available-for-sale in the third
quarter, adjusted other income decreased by CHF 23
million.

Income related to associates and subsidiaries was
CHF 17 million compared with CHF 47 million in the
prior quarter, mainly as the third quarter included a credit
of CHF 26 million related to the release of a provision for
litigation, regulatory and similar matters, which was
recorded as other income.

Adjusted income from financial investments available-
for-sale was CHF 45million in the fourth quarter
compared with CHF 30 million in the prior quarter,
mainly due to higher net gains on sales.

In January 2015, UBS sold a real estate property in
Geneva, Switzerland for CHF 535 million, resulting in a
gain on sale of approximately CHF 380 million, which
will be recognized in the income statement within
Corporate Center — Core Functions in the first quarter of
2015. This gain will be treated as an adjusting item for

the purpose of calculating adjusted results.
= Refer to “Note 5 Other income” in the “Financial information”
section of this report for more information

Operating income Wealth Management, Wealth Management Americas and Retail & Corporate

Wealth Management

Wealth Management Americas Retail & Corporate

For the quarter ended

CHF million 31.12.14 30.9.14 31.12.13 31.12.14 30.9.14 31.12.13 31.12.14 30.9.14 31.12.13
Net interest income 513 273 256 249 557 563 540
| irring net fee income ) 133 140 127
Transaction-based income 9 273 267 256
Other income 9 6 17 16 20 24
Income 1,859 1,874 1,780 1,676 979 991 947
Credit loss (expense)/recovery 0 (1) (8) (66) (33) (17)
Total operating income 2,004 2,031 1,859 1,874 1,779 1,669 913 958 931

Operating income Wealth Management, Wealth Management Americas and Retail & Corporate

Wealth Management

Wealth Management Americas Retail & Corporate

Year ended
CHF million 31.12.14 31.12.13 31.12.14 31.12.13 31.12.14 31.12.13
Net interest income 983 936 2,184 2,144
Recurring net fee income 3,796 556 511
Transaction-based income 1,800 1,022 1,034
Other income 33 75 86
Income 6,565 3,836 3,774
Credit loss (expense)/recovery (10) (27) (95) (18)
Total operating income 7,901 7,563 6,538 3,741 3,756
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Recurring net fee and transaction-based income in
Wealth Management, Wealth Management Americas
and Retail & Corporate

Recurring net fee income for Wealth Management,
Wealth Management Americas and Retail & Corporate
includes fees for services provided on an ongoing basis
such as portfolio management fees, asset-based
investment fund fees, custody fees and account keeping
fees, which are generated on the respective business
division’s client assets. This is part of total net fee and
commission income in the UBS Group financial
statements. Transaction-based income includes the non-
recurring portion of the net fee and commission income
for these business divisions, mainly consisting of
brokerage and transaction-based investment fund fees,
as well as credit card fees and fees for payment
transactions, together with the respective divisional net
trading income.

In Wealth Management, recurring net fee income
increased by CHF 8 million to CHF 986 million, reflecting
an increase in invested assets and continued growth in
discretionary and advisory mandates, partly offset by the
negative effect on the gross margin of ongoing outflows
of assets from cross-border clients. Transaction-based
income declined by CHF 43 million to CHF 436 million,
mainly in Asia Pacific. The overall decrease was mainly
related to structured products, investment funds and
fixed income, partly offset by higher income from
foreign-exchange trading.

In Wealth Management Americas, recurring net fee
income increased by CHF 46 million to CHF
1,156 million, but was down

Operating expenses

UBS Group

slightly in US dollar terms. Transaction-based income
increased by CHF 28 million to CHF 437 million and was
up slightly in US dollar terms, mainly due to higher client
activity.

In Retail & Corporate, recurring net fee income was
down by CHF 7 million to CHF 133 million, mainly
reflecting lower fee income allocated from Group
Treasury for providing collateral in relation to issued
covered bonds. Transaction-based income increased by
6 million to CHF 273 million, mainly reflecting higher

treasury-related income.
2 Refer to the “Wealth Management,” “Wealth Management
Americas” and “Retail & Corporate” sections of this report for
more information

Operating expenses: 4Q14 vs 3Q14

Total operating expenses decreased by CHF
1,222 million to CHF 6,208 million. Restructuring
charges were CHF 208 million compared with CHF
176 million in the prior quarter. Personnel-related
restructuring charges increased by CHF 21 million to
CHF 93 million, while non-personnel-related
restructuring charges increased by CHF 11 million to
CHF 115 million.

On an adjusted basis, excluding restructuring charges
in both quarters as well as credits related to changes to
retiree benefit plans in the US of CHF 8 million in the
fourth quarter and CHF 33 million in the third quarter,
total operating expenses decreased by CHF
1,279 million to CHF 6,008 million. This decline was due
to CHF 1,660 million lower net charges for provisions for
litigation,

For the quarter ended % change from Year ended
CHF million 31.12.14 30.9.14 31.12.13 3Q14 4Q13 31.12.14 31.12.13
Personnel expenses (adjusted)’
Salaries 1615 1464 1491 10
Total variable compensation 528 812 750
of which: relating to current year® 326 638 568
of which: relating to prior years® 202 174 182 .16
Wealth Management Americas: Financial advisor
compensation* 920 852 778
Other personnel expenses® 584 572 602
Total personnel expenses (adjusted)’ 3,647 3,700 3,620
Non-personnel expenses (adjusted)’
Provisions for litigation, regulatory and similar matters 176 1,836 79
Other non-personnel expenses® 2,185 1,751 1,962
Total non-personnel expenses (adjusted)’ 2,362 3,588 2,040 ,
Adjusting items 200 143 198 40 1. 636 772
of which: personnel-related restructuring charges 93 72 40
of which: other restructuring charges 115 104 158
of which: credit related to changes to retiree benefit
plans in the US (8) (33) (76) (41)
Total operating expenses as reported 6,208 7,430 5,858 (16) 6 25,433 24,461




1 Excluding adjusting items. 2 Includes expenses relating to performance awards and other variable compensation for the 