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First quarter 2019 report

UBS AG consolidated key figures

UBS AG consolidated key figures

As of or for the quarter ended
USD million, except where indlicated 31.3.19 31.12.18 31.3.18

Results

Net profit / (loss) attributable to shareholders
Profitability and growth'

Net profit growth (%)’ (24.3) 16.4

Resources

Equity attributable to shareholders 53,216 52,256 53,185
Common equity tier 1 capital® 34,933 34,608 35,060

Personnel (full-time equivalents)'© 47,773 47,643 46,433

1 Refer to the “Performance targets and measurement” section of our Annual Report 2018 for more information on our performance targets. 2 Calculated as net profit attributable to shareholders (annualized as
applicable) / average equity attributable to shareholders. 3 Calculated as net profit attributable to shareholders (annualized as applicable) / average equity attributable to shareholders less average goodwill and
intangible assets. The definition of the numerator for return on tangible equity has been revised to align with numerators for return on equity and return on CET1 capital; i.e., we no longer adjust for amortization
and impairment of goodwill and intangible assets. Prior periods have been restated. 4 Calculated as net profit attributable to shareholders (annualized as applicable) / average common equity tier 1 capital.
5 Calculated as operating income before credit loss expense or recovery (annualized as applicable) / average risk-weighted assets and average leverage ratio denominator, respectively. 6 Calculated as operating
expenses / operating income before credit loss expense or recovery. 7 Calculated as change in net profit attributable to shareholders from continuing operations between current and comparison periods / net
profit attributable to shareholders from continuing operations of comparison period. 8 Based on the Swiss systemically relevant bank framework as of 1 January 2020. Refer to the "Capital management” section
of the UBS Group first quarter 2019 report for more information. 9 Includes invested assets for Global Wealth Management, Asset Management and Personal & Corporate Banking. 10 As of 31 March 2019, the
breakdown of personnel by business division and Corporate Center was: Global Wealth Management: 23,397; Personal & Corporate Banking: 5,133; Asset Management: 2,250; Investment Bank: 5,008; Corporate
Center: 11,986.

Changes to our presentation currency

Effective from 1 October 2018, the presentation currency of UBS AG'’s consolidated financial statements has changed from Swiss
francs to US dollars. Comparative information in this report for periods prior to the fourth quarter of 2018 has been restated.
Assets, liabilities and total equity were translated to US dollars at closing exchange rates prevailing on the respective balance
sheet dates, and income and expenses were translated at the respective average rates prevailing for the relevant periods.



Introduction

Structure of this report

UBS Group AG is the holding company for the UBS Group and the
parent company of UBS AG. 100% of the issued shares of UBS AG
are held by UBS Group AG. Financial information for UBS AG
consolidated does not differ materially from that for UBS Group AG
consolidated.

This report includes risk and capital management information
for UBS AG consolidated and the interim consolidated financial
statements for the quarter ended 31 March 2019. Regulatory
information for UBS AG standalone is provided in the
31 March 2019 Pillar 3 report, which is available under “Pillar 3
disclosures” at www.ubs.com/investors.

— Refer to the UBS Group first quarter 2019 report under

“Quarterly reporting” at www.ubs.com/investors for more
information

Comparison between UBS Group AG consolidated and UBS
AG consolidated

The table on the following page contains a comparison of
selected financial and capital information between UBS Group
AG consolidated and UBS AG consolidated.

The accounting policies applied under International Financial
Reporting Standards (IFRS) to both UBS Group AG and UBS AG
consolidated financial statements are identical. However, there
are certain scope and presentation differences as noted below:

— Assets, liabilities, operating income, operating expenses and
operating profit before tax relating to UBS Group AG and its
directly held subsidiaries, including UBS Business Solutions
AG, are reflected in the consolidated financial statements of
UBS Group AG but not of UBS AG. UBS AG's assets,
liabilities, operating income and operating expenses related to
transactions with UBS Group AG and its directly held
subsidiaries, including UBS Business Solutions AG and other
shared services subsidiaries, are not subject to elimination in
the UBS AG consolidated financial statements, but are
eliminated in the UBS Group AG consolidated financial
statements. UBS Business Solutions AG and other shared
services subsidiaries of UBS Group AG charge other legal
entities within the Group for services provided, including a
markup on costs incurred.

— UBS Group AG consolidated equity was USD 0.5 billion
higher compared to the equity of UBS AG consolidated as of
31 March 2019, mainly driven by higher dividends paid by
UBS AG to UBS Group AG compared with the dividend
distributions of UBS Group AG, as well as higher retained
earnings in the UBS Group AG consolidated financial
statements, largely related to the aforementioned markup
charged by shared services subsidiaries of UBS Group AG to
other legal entities in the UBS AG scope of consolidation. UBS
Group AG is also the grantor of the majority of the
compensation plans of the Group and recognizes share
premium for equity-settled awards granted, largely offset by
the treasury shares held to hedge the related share delivery
obligation and those acquired as part of our share repurchase
program. These effects were partly offset by additional share
premium recognized at the UBS AG consolidated level related
to the establishment of UBS Group AG and UBS Business
Solutions AG, a wholly owned subsidiary of UBS Group AG.

— Going concern capital of UBS AG consolidated was
USD 4.1 billion lower than going concern capital of
UBS Group AG consolidated as of 31 March 2019, reflecting
USD 4.3 billion less additional tier 1 (AT1) capital, partly offset
by USD 0.3 billion higher common equity tier 1 (CET1) capital.

— CET1 capital of UBS AG consolidated was USD 0.3 billion
higher than that of UBS Group AG consolidated as of
31 March 2019. The main drivers are differences in equity, in
deductions for compensation-related regulatory capital
components and in dividend accruals.

— Going concern loss-absorbing AT1 capital of UBS AG
consolidated was USD 4.3 billion lower than that of
UBS Group AG consolidated as of 31 March 2019, reflecting
Deferred Contingent Capital Plan awards and AT1 capital
notes. These AT1 capital notes were issued by UBS Group
Funding (Switzerland) AG, a direct subsidiary of UBS Group
AG, after the implementation of the new Swiss SRB
framework, and only qualify as gone concern loss-absorbing
capacity at the UBS AG consolidated level.

—> Refer to “Holding company and significant regulated
subsidiaries and sub-groups” at www.ubs.com/investors for an
illustration of the consolidation scope differences between UBS
AG and UBS Group AG

_» Refer to the “Capital management” section of this report for
more information on differences in the loss-absorbing capacity
between UBS Group AG consolidated and UBS AG consolidated
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Introduction

Comparison UBS Group AG consolidated versus UBS AG consolidated

As of or for the quarter ended 31.3.19 As of or for the quarter ended 31.12.18
UBS Group AG UBS AG Difference  UBS Group AG UBS AG Difference
USD million, except where indicated (consolidated) (consolidated) (absolute)  (consolidated) (consolidated) (absolute)
Income statement
Operating income 7,218 7,343 (125) 6,972 7,083 (111)

of which. net profit / (loss) attributable to non-controlling interests

Statement of comprehensive income
Other comprehensive income (100) (90) (10) 893 895 (2)

of which: attributable to non-controlling interests

Balance sheet

Total assets

' "

of which: equity attributable to non-controlling interests 173 173 0 176 176 0

Capital information
Common equity tier 1 capital 34,658 34,933 (275) 34,119 34,608 (489)

Total loss-absorbing capacity leverage ratio (%) 9.6 9.4 0.2 9.3 9.1 0.2
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Risk management and control

Risk management and control

UBS AG consolidated risk profile

The risk profile of UBS AG consolidated does not differ
materially from that of UBS Group AG consolidated and risk
information provided in the UBS Group first quarter 2019 report
is equally applicable to UBS AG consolidated.

The credit risk profile of UBS AG consolidated differs from
that of UBS Group AG consolidated primarily in relation to

receivables of UBS AG and UBS Switzerland AG from UBS Group
AG. As a result of these receivables, total banking products
exposure of UBS AG consolidated as of 31 March 2019 was
USD 1.7 billion, or 0.3%, higher than the exposure of UBS
Group, compared with USD 1.8 billion or 0.3% as of
31 December 2018.

— Refer to the “Risk management and control” section of the UBS

Group first quarter 2019 report for more information



Capital management

Going and gone concern requirements and information

UBS AG is considered a systemically relevant bank (SRB) under
Swiss banking law and, on a consolidated basis, both
UBS Group AG and UBS AG are required to comply with
regulations based on the Basel Il framework as applicable for
Swiss SRBs.

The Swiss SRB framework and requirements applicable to
UBS AG consolidated are consistent with those applicable to

UBS AG is subject to going concern requirements on a
standalone basis. Capital and other regulatory information for
UBS AG standalone and consolidated is provided in the
31 March 2019 Pillar 3 report — UBS Group and significant
regulated subsidiaries and sub-groups, which is available under
“Pillar 3 disclosures” at www.ubs.com/investors.

The table below provides the risk-weighted assets (RWA)- and
leverage ratio denominator (LRD)-based requirements and
information as of 31 March 2019 for UBS AG consolidated.

UBS Group AG consolidated and are described in the “Capital
management” section of our Annual Report 2018, available
under “Annual reporting” at www.ubs.com/investors.

Swiss SRB going and gone concern requirements and information’

Asof 31.3.19 Swiss SRB, including transitional arrangements Swiss SRB as of 1.1.20

USD miflion, except where indicated RWA LRD RWA LRD

Required loss-absorbing capacity in % in % in % in %
_Common equity tier 1 capital 999 26,630 3.20 29,165 1031 27,483 3.50 31,899

7

s . - 4

of which. high-trigger loss-absorbing additional tier 1

ol JTIUM COPRAL e ZI.... B2 130...J18%. ... T 930 150...... 13871,
of which. high-trigger loss-absorbing additional tier 1
buffer capital 0.80 2133 0.80 2,133
Total going concern capital 13.893 37,026 4.50 41,013 14.614 38,946 5.004 45,570
Base gone concern loss-absorbing capacity,
including applicable add-ons and rebate/reduction 9.745 25,976 3.36° 30,623 10.745 28,637 3.836 34,881
Total gone concern loss-absorbing capacity 9.74 25,976 3.36 30,623 10.74 28,637 3.83 34,881
Total loss-absorbing capacity 23.63 63,002 7.86 71,637 25.35 67,583 8.83 80,452
Eligible loss-absorbing capacity
n equity tier 1 capital 13.10 34,933 3.83 34,933 13.10 34,933 3.83 34,933

of which: low-trigger loss-absorbing tier 2 capital 2.26 6,012 0.66 6012
Total going concern capital 19.27 51,380 5.64 51,380 17.02 45,368 4.98 45,368
Gone conce loss-absorbing capacty ..o 1290 ...34800 . 3T 4800 . 1516 .04 .. 443 .42
of which.: TLAC-éligible debt 1146 30,548 335 30,548 1146 30,548 3.35 30,548
Total gone concern loss-absorbing capacity 12.90 34,400 3.77 34,400 15.16 40,412 4.43 40,412
Total loss-absorbing capacity 32.18 85,780 9.41 85,780 32.18 85,780 9.41 85,780
Risk-weighted assets / leverage ratio
denominator
Risk-weighted assets 266,581 266,581
911,410 911,410

Leverage ratio denominator
1 This table includes a rebate equal to 40% of the maximum rebate on the gone concern requirements, which was granted by FINMA and will be phased in until 1 January 2020 plus an additional reduction of
1.27% for the RWA requirement and 0.37% for the LRD requirement, respectively under Swiss SRB as of 1.1.20 rules, for the usage of low-trigger tier 2 capital instruments to fulfill gone concern requirements.
2 Going concern capital ratio requirements include countercyclical buffer requirements of 0.31%. 3 Includes applicable add-ons of 0.72% for risk-weighted assets (RWA). 4 Includes applicable add-ons of 1.44%
for risk-weighted assets (RWA) and 0.5% for leverage ratio denominator (LRD). 5 Includes applicable add-ons of 1.08% for RWA and 0.38% for LRD and applicable rebate of 1.86% for RWA and 0.64% for LRD.
6 Includes applicable add-ons of 1.44% for RWA and 0.5% for LRD and applicable rebate/reduction of 3.56% for RWA and 1.17% for LRD. 7 Includes outstanding low-trigger loss-absorbing tier 2 capital
instruments, which are available under the transitional rules of the Swiss SRB framework to meet the going concern requirements until the earlier of (i) their maturity or first call date or (ii) 31 December 2019, and
to meet gone concern requirements thereafter. Outstanding low-trigger loss-absorbing tier 2 capital instruments are subject to amortization starting five years prior to their maturity, with the amortized portion
qualifying as gone concern loss-absorbing capacity. Instruments available to meet gone concern requirements are eligible until one year before maturity, with a haircut of 50% applied in the last year of eligibility.
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Capital management

Swiss SRB going and gone concern information

Swiss SRB, including

transitional arrangements Swiss SRB as of 1.1.20

USD million, except where indlicated 31.3.19 31.12.18 31.3.19 31.12.18
Going concern capital

Common equity tier 1 capital 34,933 34,608 34,933 34,608
High-trigger loss-absorbing additional tier 1 capital 10,435 7,805 10,435 7,805
Total loss-absorbing additional tier 1 capital 10,435 7,805 10,435 7,805
Total tier 1 capital 45,368 42,413 45,368 42,413
Low-trigger loss-absorbing tier 2 capital’ 6,012 6,008

Total tier 2 capital 6,012 6,008

Total going concern capital 51,380 48,421 45,368 42,413
Gone concern loss-absorbing capacity?

Low-trigger loss-absorbing additional tier 1 capital® 2,380 2,378 2,380 2,378
Total tier 1 capital 2,380 2,378 2,380 2,378
Low-trigger loss-absorbing tier 2€apitall T T 6793 o BT19..
Non-Basel Ill-compliant tier 2 capital* 690 693 690 693
Total tier 2 capital 1,471 1,464 7,483 7,471
TLAC-eligible debt 30,548 29,988 30,548 29,988
Total gone concern loss-absorbing capacity 34,400 33,830 40,412 39,837
Total loss-absorbing capacity

Total loss-absorbing capacity 85,780 82,251 85,780 82,251
Risk-weighted assets / leverage ratio denominator

Risk-weighted assets 266,581 262,840 266,581 262,840
Leverage ratio denominator 911,410 904,458 911,410 904,458
Capital and loss-absorbing capacity ratios (%)

Going concern capital ratio . . 17.0 16.1

Total loss-absorbing capacity ratio 32.2 31.3 32.2 31.3

Leverage ratios (%)

Going concern leverage ratio 5.6 5.4 5.0 4.7

Total loss-absorbing capacity leverage ratio
1 Under the transitional rules of the Swiss SRB framework, outstanding low-trigger loss-absorbing tier 2 capital instruments are subject to amortization starting five years prior to their maturity, with the amortized
portion qualifying as gone concern loss-absorbing capacity. 2 Instruments available to meet gone concern requirements are eligible until one year before maturity, with a haircut of 50% applied in the last year of
eligibility. 3 The relevant capital instruments were issued after the new Swiss SRB framework had been implemented and therefore qualify as gone concern loss-absorbing capacity. 4 Non-Basel Ill-compliant
tier 2 capital instruments qualify as gone concern instruments.




UBS Group AG vs UBS AG consolidated loss-absorbing capacity and leverage ratio information

Swiss SRB going and gone concern information (UBS Group AG vs UBS AG consolidated)

As of 31.3.19 Swiss SRB, including transitional arrangements Swiss SRB as of 1.1.20
UBS Group AG UBS AG UBS Group AG UBS AG
USD million, except where indicated (consolidated) (consolidated) Differences (consolidated) (consolidated) Differences

Going concern capital

Comman equity tier 1 capital 34,658 34,933 (275) 34,658 34,933 (275)
High-trigger loss-absorbing additional tier 1 capital 12,397 10,435 1,962 12,397 10,435 1,962
“Low-trigger loss-absorbing additional tier 1 capital | 2381 T 2381 2381 T 2381
Total loss-absorbing additional tier 1 capital 14,778 10,435 4,343 14,778 10,435 4,343
Total tier 1 capital 49,436 45,368 4,068 49,436 45,368 4,068

Low-trigger loss-absorbing tier 2 capital’ 6,012 6,012 0
Total tier 2 capital 6,012 6,012 0
Total going concern capital 55,448 51,380 4,068 49,436 45,368 4,068

Gone concemn loss-absorbing capacity?

Low-trigger loss-absorbing additional tier 1 capital 2,3803 (2,380) 2,3803 (2,380)
Total tier 1 capital 2,380 (2,380) 2,380 (2,380)
Low-trigger loss-absorbing tier 2 capital’ 781 781 0 6,793 6,793 0
‘Non-Basel ll-compliant tier 2 capital 690 60 o T 690 690 0
Total tier 2 capital 1,471 1,471 0 7,483 7,483 0
TLAC-eligible debt 30,548 30,548 0 30,548 30,548 0
Total gone concern loss-absorbing capacity 32,020 34,400 (2,380) 38,032 40,412 (2,380)

Total loss-absorbing capacity
Total loss-absorbing capacity 87,468 85,780 1,688 87,468 85,780 1,688

Risk-weighted assets / leverage ratio denominator
Risk-weighted assets 267,556 266,581 976 267,556 266,581 976
Leverage ratio denominator 910,993 911,410 (417) 910,993 911,410 (417)

Capital and loss-absorbing capacity ratios (%)

Going concer capital ratio 20.7 19.3 1.5 18.5 17.0 1.5

""" of which: common equiy tier 1 capital o 30 i3l @2 130 131 (@2
Gone concern loss-absorbing capacity ratio 120 129 09 142 152 (09
Total loss-absorbing capacity rato 0 2 s 0 2 05

Leverage ratios (%)

Going concern leverage ratio 6.1 5.6 0.4 5.4 5.0 0.4

Total loss-absorbing capacity leverage ratio
1 Under the transitional rules of the Swiss SRB framework, outstanding low-trigger loss-absorbing tier 2 capital instruments are subject to amortization starting five years prior to their maturity, with the amortized
portion qualifying as gone concern loss-absorbing capacity. 2 Instruments available to meet gone concern requirements are eligible until one year before maturity, with a haircut of 50% applied in the last year of
eligibility. 3 The relevant capital instruments were issued after the new Swiss SRB framework had been implemented and therefore qualify as gone concern loss-absorbing capacity.




Capital management

Reconciliation of IFRS equity to Swiss SRB common equity tier 1 capital (UBS Group AG vs UBS AG consolidated)

As of 31.3.19

UBS Group AG UBS AG
USD million (consolidated) (consolidated) Differences
Total IFRS equity 53,840 53,389 451
Equity attributable to preferred noteholders and non-controlling interests (173) (173) 0

Total common equity tier 1 capital

1 Includes accruals for dividends to shareholders for the current year and other items.

Total loss-absorbing capacity and leverage ratio information
under Swiss SRB rules applicable as of 1 January 2020

Going concern capital of UBS AG consolidated was
USD 4.1 billion lower than going concern capital of UBS Group
AG consolidated as of 31 March 2019, primarily reflecting
additional tier 1 (AT1) capital of USD 4.3 billion, partly offset by
higher common equity tier 1 (CET1) capital of USD 0.3 billion.
The gone concern loss-absorbing capacity was USD 2.4 billion
higher, due to low-trigger loss-absorbing AT1 capital.

CET1 capital of UBS AG consolidated was USD 0.3 billion
higher than that of UBS Group AG consolidated, primarily due
to the deductions for compensation-related regulatory capital
components that are only reflected at the level of
UBS Group AG consolidated. This effect was largely offset by
lower equity of UBS AG consolidated, as well as a higher
dividend accrual at the UBS AG level.

Going concern loss-absorbing AT1 capital of UBS AG
consolidated was USD 4.3 billion lower than that of
UBS Group AG consolidated and relates to AT1 capital notes
issued by UBS Group Funding (Switzerland) AG, a direct
subsidiary of UBS Group AG, as well as Deferred Contingent
Capital Plan awards granted to eligible employees for the
performance years 2014 to 2018.

The difference of USD 2.4 billion in gone concern low-trigger
AT1 capital relates to capital instruments that were issued by
UBS AG after the new Swiss SRB framework had been
implemented and are therefore not recognized within going

10

concern capital but qualify as gone concern loss-absorbing
capacity. Issuances of low-trigger AT1 capital from
UBS Group AG were all made prior to implementation of the
new Swiss SRB framework and therefore qualify as going
concern capital.

Differences in capital between UBS Group AG consolidated
and UBS AG consolidated related to employee compensation
plans will reverse to the extent underlying services are performed
by employees of, and are consequently charged to, UBS AG and
its subsidiaries. Such reversal generally occurs over the service
period of the employee compensation plans.

The leverage ratio framework for UBS AG consolidated is
consistent with that of UBS Group AG consolidated. As of
31 March 2019, the going concern leverage ratio of UBS AG
consolidated was 0.4 percentage points lower than that of UBS
Group AG consolidated, mainly as the going concern capital of
UBS AG consolidated was USD 4.1 billion lower.

> Refer to the “Capital management” section of the UBS Group

first quarter 2019 report under “Quarterly reporting” at
www.ubs.com/investors for information on the developments
of loss-absorbing capacity, risk-weighted assets and leverage
ratio denominator for UBS Group AG consolidated

—» Refer to the “Introduction” section of this report for more

information on the differences in equity between UBS AG
consolidated and UBS Group AG
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UBS AG interim consolidated
financial statements (unaudited)

Income statement

For the quarter ended

USD million Note 31.3.19 31.12.18 31.3.18
Interest income from financial instruments measured at amortized cost and fair value through
T S ZET4 e 2E9) 2389
Interest expense from financial instruments measured at amortized cost 3 (1,912) (1,810) (1,409)
Interest|ncomefromfmanaal|nstrumentsmeasuredatfalrvaluethroughprofltorloss3 .................. 1346 ................. : 338 ................. 1“4
Interestexpensefromflnanoal|nstrumentsmeasuredatfalrvaluethroughprofltorloss3(1006) ............... ( 1013) .................. (677)
Net interest income 3 1,101 1,207 1,417
Othernet|ncomefromf|nanua||nstrumentsmeasuredatfalrvaluethroughproﬂtorloss ......................................................................... 1936 ................. : 294 ................. 1973
Credltloss(expense)/recovery9 ...................... ( 20) ................... (53) .................... ( 26)
Fee and commission income 4 4,566 4,709 5,197
Feeandcomm|55|onexpense4 .................... (409)(439) .................. (433)
Net fee and commission income 4 4,157 4,270 4,764
L ot g S o
Total operating income 7,343 7,083 8,301
Personnel expenses 6 3,468 3,262 3,771
Generalandadmlmstratlveexpenses7 .................. 20263094 ................. 2371
Depreuatlonandlmpalrmentofpropertyeqmpmentandsoftware .......................................................................................................... g 7
Amortlzatlonand|mpa|rmentof|ntang|b|eassets ................................................................................................................................... S s o
Total operating expenses 5,890 6,667 6,404
Operating profit / (loss) before tax 1,454 416 1,897
Taxexpense/(beneﬂt)s ..................... Sl
Net profit / (loss) 1,067 273 1,413
Net profit / (loss) attributable to non-controlling interests (2) 1 2
N etproflt /(Ioss) L 106 G o 14 o
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UBS AG interim consolidated financial statements (unaudited)

Statement of comprehensive income

For the quarter ended
USD million 31.3.19 31.12.18 31.3.18

Comprehensive income attributable to shareholders
Net profit / (loss) 1,069 272 1,412

Other comprehensive income that may be reclassified to the income statement

Foreign currency translation

Effective portion of changes in fair value of hedging instruments designated as net investment hedges reclassified to the

JTICOMIE STLEIMEN | ....eeeeeeeeesssstseeseessssseecesansssssseEsesnsast LS8 SRE R85 8RR SRR R e R e 0 eeeeeessnsseneeessns L 0.
Income tax relating to foreign currency translations, including the impact of net investment hedges 1 0 0
Subtotal foreign currency translation, net of tax (122) (112) 749

Financial assets measured at fair value through other comprehensive income

Income tax relating to net unrealized gains / (losses) (17) (23) 24
Subtotal financial assets measured at fair value through other comprehensive income, net of tax 62 44 (57)
Cash flow hedges of interest rate risk

Income tax relating to cash flow hedges (107) (157) 122
Subtotal cash flow hedges, net of tax 459 616 (488)
Total other comprehensive income that may be reclassified to the income statement, net of tax 399 548 205

Other comprehensive income that will not be reclassified to the income statement
Defined benefit plans

Gains / (losses) on defined benefit plans, before tax (160) (240) (36)
Income tax relating to defined benefit plans (16) 218 22
Subtotal defined benefit plans, net of tax (176) (22) (14)

Own credi

s designated

Income tax relating to own credit on financial liabilities designated at fair value 8 (8) (2)
Subtotal own credit on financial liabilities designated at fair value, net of tax (318) 368 178
Total other comprehensive income that will not be reclassified to the income statement, net of tax (494) 346 164
Total other comprehensive income (94) 894 369
Total comprehensive income attributable to shareholders 974 1,166 1,781
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Statement of comprehensive income (continued)

For the quarter ended
USD million 31.3.19 31.12.18 31.3.18

Comprehensive income attributable to non-controlling interests
Net profit / (loss) (2) 1 2

Other comprehensive income that will not be reclassified to the income statement

Foreign currency translation movements, before tax 4 1 2
et eIatlngtoforelgncurrency L G s o
Subtotal foreign currency translation, net of tax 4 1 2
Total other comprehensive income that will not be reclassified to the income statement, net of tax 4 1 2
Total comprehensive income attributable to non-controlling interests 2 2 3

Total comprehensive income

Net profit / (loss) 1,067 273 1,413
Othercomprehenswemcome ...................................................................................................................................................... ( 90)895371
i afw/;/cﬁor/;ercampfeﬁen.c/vemmmefhafmaybefec/assxﬁedmmemcamesfaz‘emem‘399 ......................... S
R hercampreﬁem/ve/nmme o (489}347 ......................... s
Total comprehensive income 977 1,168 1,784
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UBS AG interim consolidated financial statements (unaudited)

Balance sheet

USD million Note 31.3.19 31.12.18
Assets
Cash and balances at central banks 110,618 108,370

Other financial assets measured at amortized cost 12 22,495 22,637
Total financial assets measured at amortized cost 595,744 588,084
Financial assets at fair value held for trading 10 109,683 104,513

Financial assets at fair value not held for trading 10 80,973 82,387
Total financial assets measured at fair value through profit or loss 318,092 329,953
Financial assets measured at fair value through other comprehensive income 10 7,168 6,667
Investments in associates 1,095 1,099

Other non-financial assets 12

Total assets 956,737 958,055
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Balance sheet (continued)
USD million Note 31.3.19 31.12.18

Liabilities
Amounts due to banks

Other financial liabilities measured at amortized cost

Total financial liabilities measured at amortized cost 611,795 612,174
Financial liabilities at fair value held for trading 10 34,259 28,949

Other financial liabilities designated at fair value 10, 12 32,394 33,594
Total financial liabilities measured at fair value through profit or loss 283,706 283,717
Provisions 15 3,165 3,457
e 1246826275
Total liabilities 903,348 905,624
Equity

Share capital 338 338

7

“Other com-p.).rehensive income recognized directly in equity, net of tax 3,946-..
Equity attributable to shareholders 53,216 52,256
Equity attributable to non-controlling interests 173 176
Total equity 53,389 52,432
Total liabilities and equity 956,737 958,055
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UBS AG interim consolidated financial statements (unaudited)

Statement of changes in equity

Share Share Retained
USD million capital premium earnings

Balance as of 1 January 2018

of which: OCI that will not be reclassified to the income statement, net of tax — foreign currency translation
Balance as of 31 March 2018

Balance as of 1 January 2019 before the adoption of IFRIC 23 338

of which: OCl that will not be reclassified to the income statement, net of tax — foreign currency translation

Balance as of 31 March 2019

1 Excludes defined benefit plans and own credit that are recorded directly in Retained earnings.
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Other comprehensive of which:
Income recognized financial assets Total equity

directly in equity, of which:  measured at fair value of which: attributable to Non-controlling Total
netoftax’  foreign currency translation through 0C/ cash flow hedges shareholders interests equity

4,754 4,455 (67) 360 51,370 59 51,429

0 0

19 19

0 0

0 (4) (4)

22 3 20 0 0

14 8 22

205 749 (57) (488) 1,781 3 1,784

1412 2 1413

205 749 (57) (488) 205 205
(14) (14)

178 178

0 2 2

4,981 5205 (115) (108) 53,185 65 53,250

3946 3940 (103) 109 52,256 176 52,432
(1) (11)

3946 3940 (103) 109 52,245 176 52,421

0 0

0 0

2 2

0 @ @

) ) 0 0

6) 0 @)

399 (122) 62 459 974 2 977
1,069 ) 1,067

399 (122) 62 459 399 3299
(176) (176)
318) 318)

g 4 4

4,341 3818 (40) 564 53,216 173 53,389
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UBS AG interim consolidated financial statements (unaudited)

Statement of cash flows

Year-to-date
USD million 31.3.19 31.3.18

Cash flow from / (used in) operating activities
fit / (loss) 1,067 1,413

Income taxes paid, net of refunds (204) (141)
Net cash flow from / (used in) operating activities 3,535 2,913

Cash flow from / (used in) investing activities
Purchase of subsidiaries, associates and intangible assets (1) (6)

Net cash flow from / (used in) investing activities (79) (1,613)

Table continues on the next page.
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Statement of cash flows (continued)

Table continued from previous page.

Year-to-date

USD million 31.3.19 31.3.18
Cash flow from / (used in) financing activities

Net short-term debt issued / (repaid) (6,858) (4,650)
Issuanceoflongtermdebt|nc|ud|ngdebtlssueddeS|gnatedatfa|rvalue14704 ................ 18458
Repaymentoflongtermdebt|nc|ud|ngdebt|ssuedde5|gnatedatfa|rvalue(10263) .............. (10541)
e mgfr oo oup L 293 G 1936
Netchangesmnoncontroll mgmterest L ( 4) ..................... o
Net cash flow from / (used in) financing activities 515 5,221
Total cash flow

Cash and cash equivalents at the beginning of the period 125,853
e (used | n) operat | ng g ng S ancmg L 397 S
Effectsofexchangeratedlfferencesoncashandcashequlvalents(1292) ...........................
Cash and cash equivalents at the end of the period? 128,534

. of which. cash and balances at central banks 1105714

of which: money market paper?

Additional information
Net cash flow from / (used in) operating activities includes:

Dividends on equity investments, investment funds and associates received in cash* 8 571

1 Includes dividends received from associates. 2 USD 4,678 million and USD 3,596 million of cash and cash equivalents (mainly reflected in Loans and advances to banks) were restricted as of 31 March 2019
and 31 March 2018, respectively. Refer to “Note 26 Restricted and transferred financial assets” in the “Consolidated financial statements” section in the Annual Report 2018 for more information. 3 Money
market paper is included in the balance sheet under Financial assets at fair value held for trading, Financial assets measured at fair value through other comprehensive income, Financial assets at fair value not held
for trading and Other financial assets measured at amortized cost. 4 Includes dividends received from associates reported within Net cash flow from / (used in) investing activities.

1
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Notes to the UBS AG interim consolidated financial statements (unaudited)

Notes to the UBS AG interim
consolidated financial statements (unaudited)

Note 1 Basis of accounting

Basis of preparation

The consolidated financial statements (the financial statements)
of UBS AG and its subsidiaries (together “UBS AG") are
prepared in accordance with International Financial Reporting
Standards (IFRS), as issued by the International Accounting
Standards Board (IASB), and are presented in US dollars (USD),
which is also the functional currency of UBS AG, UBS AG’s Head
Office, UBS AG’s London Branch and UBS AG’'s US-based
operations. These interim financial statements are prepared in
accordance with IAS 34, Interim Financial Reporting.

In preparing these interim financial statements, the same
accounting policies and methods of computation have been
applied as in the UBS AG consolidated annual financial
statements for the period ended 31 December 2018, except for
the changes described in this note. These interim financial
statements are unaudited and should be read in conjunction
with  UBS AG’'s audited consolidated financial statements
included in the Annual Report 2018. In the opinion of
management, all necessary adjustments were made for a fair
presentation of UBS AG's financial position, results of operations
and cash flows.

Preparation of these interim financial statements requires
management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, income, expenses and
disclosures of contingent assets and liabilities. These estimates
and assumptions are based on the best available information.
Actual results in the future could differ from such estimates and
such differences may be material to the financial statements.
Revisions to estimates, based on regular reviews, are recognized
in the period in which they occur. For more information on areas
of estimation uncertainty that are considered to require critical
judgment, refer to “Note 1a Significant accounting policies” in
the "Consolidated financial statements” section of the Annual
Report 2018.
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Adoption of IFRS 16, Leases

Application and transition effect
Effective from 1 January 2019, UBS AG adopted IFRS 16, Leases,
which replaced IAS 17, Leases, and sets out the principles for the
recognition, measurement, presentation and disclosure of leases.

IFRS 16 introduces a single lessee accounting model and
fundamentally changes how UBS AG accounts for operating
leases when acting as a lessee, with a requirement to record a
right-of-use asset and lease liability on the balance sheet. UBS
AG is a lessee in a number of leases, primarily of real estate,
including offices, retail branches and sales offices, with a smaller
number of IT hardware leases. As permitted by the transitional
provisions of IFRS 16, UBS AG elected to apply the modified
retrospective approach and has not restated comparative
figures. Overall, adoption of IFRS 16 resulted in a USD 3.4 billion
increase in both total assets and total liabilities in UBS AG's
consolidated financial statements. There was no effect on
equity.

—> Refer to the table below for more information

UBS AG applied the following practical expedients that are
permitted on transition to IFRS 16 where UBS AG is the lessee in
a lease previously classified as an operating lease:

— to not reassess whether or not a contract contained a lease;

— to rely on previous assessments of whether such contracts
were considered onerous;

— to rely on previous sale-and-leaseback assessments;

— adjust lease terms with the benefit of hindsight with respect
to whether extension or termination options are reasonably
certain of being exercised,;

— to discount lease liabilities using UBS AG's incremental
borrowing rate in each currency as at 1 January 2019;

— to initially measure the right-of-use asset at an amount equal
to the lease liability for leases previously classified as
operating leases, adjusted for existing lease balances such as
rent prepayments, rent accruals, lease incentives and onerous
lease provisions, but excluding initial direct costs; and

— to not apply IFRS 16 to leases whose remaining term will end
within 12 months from the transition date.



Note 1 Basis of accounting (continued)

The measurement of leases previously classified as finance
leases, where UBS AG acts as lessee, has not changed on
transition to IFRS 16. Similarly UBS AG has made no adjustments
where UBS AG acts as lessor, in either a finance or operating
lease, of physical assets it owns. Where UBS AG acts as an
intermediate lessor, i.e., enters into a head lease and subleases the
asset to a third party, the sublease has been classified as either a

finance or operating lease based primarily on whether the
sublease term consumes the majority of the remaining useful life
of the right-of-use asset arising from the head lease as at the
transition date.

The following table reconciles the obligations in respect of
operating leases as at 31 December 2018 to the opening lease
liabilities recognized on 1 January 2019:

Reconciliation between operating lease commitments disclosed under IAS 17 and lease liabilities recognized under IFRS 16

USD million

Total undiscounted operating lease commitments as of 31 December 2018

Reassessment of lease term for extension or termination options 424
Total undiscounted lease payments 4,657
‘Discounted at a weighted average incremental borrowing rate of 3.07% T gy
IFRS 16 transition adjustment 3,937
L o
Carrying amount of total lease liabilities as of 1 January 2019 3,956

The following table provides details on the determination of right-of-use assets on transition:

Determination of right-of-use assets on transition

USD million

Carrying amount

Other financial assets measured at amortized cost (finance lease assets recognized under IAS 17 as of 31 December 2018) 19

Other financial assets at amortized cost (finance lease receivables from subleases as intermediate lessor)

Praperty, equipment and software (total right-of-use assets as of 1 January 2019)'

3,284

1 Upon adoption of IFRS 16 on 1 January 2019, total liabilities for UBS AG increased by USD 3,422 million, representing USD 3,937 million in newly recognized lease liabilities, less USD 515 million liabilities from
lease incentives, rent accruals and onerous lease provisions which were reclassified and presented as part of the right-of-use assets carrying amount. Total assets for UBS AG increased by USD 3,422 million,
representing USD 3,246 million in right-of-use assets and USD 176 million in additional finance lease receivables from subleases.

Lease liabilities are presented within Other financial liabilities
measured at amortized cost and right-of-use assets within
Property, equipment and software. Finance lease receivables are
included within Other financial assets measured at amortized
cost. Due to the practical expedients taken on transition there
was no effect on equity.

During the first quarter of 2019, the weighted average lease
term was approximately 9 years and the depreciation charge for
right-of-use assets presented within  Depreciation and
impairment of property, equipment and software was USD 113

million. The interest charge on lease liabilities presented within
Interest expense from financial instruments measured at
amortized cost was USD 30 million and other rental expenses
(including non-lease components paid to landlords) presented
within General and administrative expenses were USD 16 million
during the first quarter of 2019. This compares with a total
rental expense presented in General and administrative expenses
of USD 147 million and USD 135 million for the quarters ended
31 March 2018 and 31 December 2018, respectively.
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Notes to the UBS AG interim consolidated financial statements (unaudited)

Note 1 Basis of accounting (continued)

Update to significant accounting policy — Leasing (disclosed in
Note 1a, item 15, Leasing in the financial statements 2018)

UBS AG predominantly enters into lease contracts, or contracts
that include lease components, as a lessee of real estate,
including offices, retail branches and sales offices, with a small
number of IT hardware leases. UBS AG identifies non-lease
components of a contract and accounts for them separately
from lease components.

When UBS AG is lessee in a lease arrangement, UBS AG
recognizes a lease liability and corresponding right-of-use (RoU)
asset at the commencement of the lease term when UBS AG
acquires control of the physical use of the asset. Lease liabilities
are presented within Other financial liabilities measured at
amortized cost and RoU assets within Property, equipment and
software. The lease liability is measured based on the present
value of the lease payments over the lease term, discounted
using UBS AG's unsecured borrowing rate given the rate implicit
in a lease is generally not observable to the lessee. Interest
expense on the lease liability is presented within Interest expense
from financial instruments measured at amortized cost. The RoU
asset is recorded at an amount equal to the lease liability but is
adjusted for rent prepayments, initial direct costs, any costs to
refurbish the leased asset or lease incentives received. The RoU
asset is depreciated over the shorter of the lease term or the
useful life of the underlying asset, with the depreciation
presented within Depreciation and impairment of property,
equipment and software.

Lease payments generally include fixed payments and variable
payments that depend on an index (such as an inflation index).
When the lease contains an extension or termination option that
UBS AG considers reasonably certain to be exercised, the
expected rental payments or costs of termination are included
within the lease payments used to generate the lease liability.
UBS AG does not typically enter into leases with purchase
options or residual value guarantees.

Where UBS AG acts as lessor or sublessor under a finance
lease, a receivable is recognized in Other financial assets
measured at amortized cost at an amount equal to the present
value of the aggregate of the lease payments plus any
unguaranteed residual value that UBS AG expects to recover at
the end of the lease term. Initial direct costs are also included in
the initial measurement of the lease receivable. Lease payments
received during the lease term are allocated as repayments of
the outstanding receivable. Interest income reflects a constant
periodic rate of return on UBS AG’s net investment using the
interest rate implicit in the lease (or for subleases, the rate for
the head lease). UBS AG reviews the estimated unguaranteed
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residual value annually, and if the estimated residual value to be
realized is less than the amount assumed at lease inception, a
loss is recognized for the expected shortfall. Where UBS AG acts
as a lessor or sublessor in an operating lease of owned real
estate, UBS AG recognizes the operating lease income on a
straight-line basis over the lease term.

Lease receivables are subject to impairment requirements as
set out in point g. in “Note 1a item 3, Financial instruments”.
Expected credit losses (ECL) on lease receivables are determined
following the general impairment model within IFRS 9, Financial
Instruments, without utilizing the simplified approach of always
measuring impairment at the amount of lifetime ECL.

Other changes to accounting policies

Changes in Corporate Center cost allocations and equity
attribution to business divisions

In order to further align UBS AG and divisional performance,
UBS AG adjusted the methodology for the allocation of
Corporate Center — Group Asset and Liability Management
(Group ALM) and Corporate Center — Services funding costs and
expenses to the business divisions. At the same time, UBS AG
updated its funds transfer pricing framework to better reflect
the sources and usage of funding. All of these changes are
effective as of 1 January 2019 and prior-period segment
information has been restated. Together, these changes have
decreased the business divisions’ operating results and thereby
increased their adjusted cost / income ratios by 1-2 percentage
points, with an offsetting effect of USD 0.7 billion in Corporate
Center’s operating profit / (loss) before tax.

Corporate Center has retained funding costs for deferred tax
assets, costs relating to UBS AG's legal entity transformation
program and other costs not attributable to or representative of
the performance of the business divisions.

Alongside the update to allocations and UBS AG's funds
transfer pricing framework, UBS AG has increased the allocation
of balance sheet resources from Corporate Center to the
business divisions, resulting in USD 223 billion of assets allocated
from Corporate Center to the business divisions in restated 2018
numbers, predominantly from high-quality liquid assets and
certain other assets centrally managed on behalf of the business
divisions.

Upon adoption of IFRS 16, Leases, as of 1 January 2019, UBS
AG additionally allocated approximately USD 3.4 billion of newly
recognized right-of-use assets and finance lease receivables to
the business divisions.

> Refer to “Note 2 Segment reporting” for more information



Note 1 Basis of accounting (continued)

Changes to Corporate Center segment reporting

As announced in the Annual Report 2018, there has been a
substantial reduction in the size and resource consumption of
the Non-core and Legacy Portfolio. In addition, following the
aforementioned changes to UBS AG’'s methodology for
allocating funding costs and expenses from Corporate Center —
Services and Corporate Center — Group Asset and Liability
Management (Group ALM) to the business divisions, the
operating loss retained in Corporate Center — Services and
Corporate Center — Group ALM has been significantly reduced.
As a consequence and in compliance with IFRS 8, Operating
Segments, beginning with the first quarter 2019 report, UBS AG
provides results for total Corporate Center only and does not
separately report Corporate Center — Services, Group ALM and
Non-core and Legacy Portfolio. Furthermore, UBS AG has
operationally combined Group Treasury with Group ALM and
calls this combined unit Group Treasury. Prior-period information
has been restated.

—> Refer to “Note 2 Segment reporting” for more information

Presentation of dividend income and expense from financial
instruments measured at fair value through profit or loss
Effective from the first quarter of 2019, UBS AG refined the
presentation of dividend income and expense. This resulted in a
reclassification of dividends from Interest income (expense) from
financial instruments measured at fair value through profit or
loss into Other net income from financial instruments measured
at fair value through profit or loss (prior to 1 January 2019:
Other net income from fair value changes on financial
instruments). The change aligns the presentation of dividends
with related fair value changes from the equity instruments and
economic hedges removing volatility that has historically arisen
within both Net interest income and Other net income from fair
value changes on financial instruments. There is no effect on
Total operating income or Net profit / (loss). Prior periods have
been restated for this presentational change and the effect on
the respective reporting lines is outlined in the table below.

Changes to the presentation of dividend income and expense from financial instruments measured at fair value through profit or loss

For the quarter ended Year-to-date

USD million 31.3.18 30.6.18 30.9.18 31.12.18 31.12.18
Interest income from financial instruments measured at fair value through profit or loss (572) (636) (699) (401) (2,308)
Interest expense from financial instruments measured at fair value through profitorloss 160 846 75 51 1331
e (412) ................. i ( 5 4) ............... (250) .................. (976 )
Other net income from financial instruments measured at fair value through profit or loss 412 (210) 524 250 976

IFRIC 23, Uncertainty over Income Tax Treatments
Effective 1 January 2019, UBS AG adopted IFRIC Interpretation
23, Uncertainty over Income Tax Treatments (IFRIC 23), which
addresses how uncertain tax positions should be accounted for
under IFRS. IFRIC 23 requires that, where acceptance of the tax
treatment by the relevant tax authority is considered probable, it
should be assumed as an accounting recognition matter that
treatment of the item will ultimately be accepted. Therefore, no
tax provision would be required in such cases. However, if
acceptance of the tax treatment is not considered probable, the
entity is required to reflect that uncertainty using an expected
value (i.e., a probability-weighted approach) or the single most
likely amount.

Upon adoption of IFRIC 23, on 1 January 2019 UBS AG
recognized a net tax expense of USD 11 million in retained
earnings.

Amendments to IAS 19, Employee Benefits
Effective 1 January 2019, UBS AG adopted amendments to IAS
19, Employee Benefits, which address the accounting when a

plan amendment, curtailment or settlement occurs during the
reporting period. The amendments require entities to use the
updated actuarial assumption to determine current service cost
and net interest for the remainder of the annual reporting
period after such an event. The amendments also clarify how the
requirements for accounting for a plan amendment, curtailment
or settlement affect the asset ceiling requirements. The
amendments are effective prospectively for plan amendments,
curtailments or settlements that occur on or after
1 January 2019. Adoption on 1 January 2019 had no effect on
UBS AG's financial statements.

Annual Improvements to IFRS Standards 2015-2017 Cycle
Effective 1 January 2019, UBS AG adopted Annual
Improvements to IFRS Standards 2015-2017 Cycle, which
resulted in amendments to IFRS 3, Business Combinations, IFRS
11, Joint Arrangements, 1AS 12, Income Taxes, and IAS 23,
Borrowing Costs. Adoption of these amendments on 1 January
2019 had no material effect on UBS AG's financial statements.
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Notes to the UBS AG interim consolidated financial statements (unaudited)

Note 2 Segment reporting

Overview and changes in Corporate Center segment reporting
UBS AG's businesses are organized globally into four business
divisions: Global Wealth Management, Personal & Corporate
Banking, Asset Management and the Investment Bank, all of
which are supported by Corporate Center. The four business
divisions qualify as reportable segments for the purpose of
segment reporting and, together with Corporate Center, reflect
the management structure of UBS AG.

— Refer to “Note 1a Significant accounting policies item 2" and
“Note 2 Segment reporting” in the “Consolidated financial
statements” section of the Annual Report 2018 for more
information on UBS AG’s reporting segments

As outlined in Note 1, beginning with the first quarter 2019
report, UBS AG provides results for total Corporate Center only
and does not separately report Corporate Center — Services,
Group Asset and Liability Management and Non-core and
Legacy Portfolio.

—» Refer to Note 1 for more information

Changes in Corporate Center cost and resource allocation to
business divisions

In order to further align UBS AG and divisional performance,
UBS AG has adjusted its methodology for the allocation of
Corporate Center funding costs and expenses to the business
divisions. At the same time, it has updated its funds transfer
pricing framework to better reflect the sources and usage of
funding. Prior-period information for the first quarter of 2018
has been restated, resulting in a decrease in Operating profit /
(loss) before tax for Global Wealth Management of USD 97
million, for Personal & Corporate Banking of USD 37 million, for
Asset Management of USD 8 million and for the Investment
Bank of USD 51 million, with a corresponding increase in
Corporate Center of USD 193 million.

Additionally, UBS AG has increased the allocation of balance
sheet resources from Corporate Center to the business divisions.
Prior-period information for the fourth quarter of 2018 has been
restated, resulting in an increase of Total assets in Global Wealth
Management of USD 114 billion, in Personal & Corporate
Banking of USD 62 billion, in Asset Management of USD 4
billion and in the Investment Bank of USD 44 billion, with a
corresponding decrease of assets in Corporate Center of
USD 223 million.

These changes had no effect on the reported results or
financial position of UBS AG.

—» Refer to Note 1 for more information

Personal &
Global Wealth Corporate Asset
USD million Management Banking Management  Investment Bank Corporate Center UBS AG
For the quarter ended 31 March 2019'

Neinterestncome | oo sssssssssssneseess s ssnsssees 1009 e R ) e 088 (2OT) ] 1101
Non-interest income 2,994 462 453 1,975 379 6,262
ANCOME e sssseeseesee oo 4003 e 956 e A6 e, LA LV S /1> 1
Credit loss (expense) / recovery 1 2 0 (22) 0 (20)
Total operating income 4,004 958 446 1,764 172 7,343
Personnel expenses 1,900 218 178 701 471 3,468

Depreciation and impairment of property, equipment and

SOMWAIE e LS =S . 2 e 373 e 379..
Amortization and impairment of intangible assets 14 0 0 2 0 16
Total operating expenses 3,156 571 343 1,577 242 5,890

Operating profit / (loss) beforetax o 888 386 LU L2 A (L)
Tax expense / (benefit) 387
Net profit / (loss) 1,067
As of 31 March 2019
Total assets 322,330 199,009 31,033 295,365 109,002 956,737
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Note 2 Segment reporting (continued)

Personal &
Global Wealth Corporate Asset

USD million Management Banking Management  Investment Bank  Corporate Center UBS AG
For the quarter ended 31 March 2018'

Netinterest NCOMe? oo L 1 T/ 10 023 1417
Non-interest income? 3,384 478 472 2,420 155 6,910
O 4405 9% . 46 2430 2 8,327 _
Credit loss (expense) / recovery 3 (14) 0 (16) 0 (26)
Total operating income 4,409 981 466 2,415 31 8,301
Personnel expenses 1,971 186 177 951 486 3,771

Total operating expenses 3,319 572 360 1,851 6,404
Operating profit / (loss) before tax 1,090 409 106 564 1,897
"T'é'i'é'kﬁéﬁ'sé e jE
Net profit / (loss) 1,413

As of 31 December 2018

Total assets 313,737 200,767 28,140 302,434 112,977 958,055

1 Comparative figures in this table have been restated for the changes in Corporate Center cost and resource allocation to the business divisions and the changes in the equity attribution framework. Refer to further
discussion in this note and in Note 1. 2 Effective from the first quarter of 2019, UBS AG refined the presentation of dividend income and expense, reclassifying dividends from financial instruments measured at fair

value through profit or loss from Net interest income to Non-interest income. Prior-period information was restated accordingly, with virtually all of the effect on UBS AG arising from the Investment Bank. Refer to
Note 1 for more information.

Note 3 Net interest income'

For the quarter ended
USD million 31.3.19 31.12.18 31.3.18

Net interest income from financial instruments measured at amortized cost and fair value through other comprehensive income

Interest income from derivative instruments designated as cash flow hedges
Total interest income from financial instruments measured at amortized cost and fair value through other comprehensive income
Interest expense on loans and deposits*

Interest expense on lease liabilities® 30
Total interest expense from financial instruments measured at amortized cost 1,912 1,810 1,409
Total net interest income from financial instruments measured at amortized cost and fair value through other comprehensive income 762 881 980

Net interest income from financial instruments measured at fair value through profit or loss

Interest expense on financial instruments designated at fair value (740) (727) (444)
Total net interest income from financial instruments measured at fair value through profit or loss 339 325 437
Total net interest income 1,101 1,207 1,417

1 Effective from the first quarter of 2019, UBS AG refined the presentation of dividend income and expense, reclassifying dividends from Interest income (expense) from financial instruments measured at fair value
through profit or loss into Other net income from financial instruments measured at fair value through profit or loss. Prior-period information was restated accordingly. Refer to Note 1 for more information.
2 Consists of interest income from cash and balances at central banks, loans and advances to banks, and negative interest on amounts due to banks and customer deposits. 3 Includes interest income on
receivables from securities financing transactions and negative interest, including fees, on payables from securities financing transactions. 4 Consists of interest expense on amounts due to banks and customer
deposits, and negative interest on cash and balances at central banks, loans and advances to banks. 5 Includes interest expense on payables from securities financing transactions and negative interest, including
fees, on receivables from securities financing transactions. 6 Relates to lease liabilities recognized upon adoption of IFRS 16 on 1 January 2019. Refer to Note 1 for more information
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Notes to the UBS AG interim consolidated financial statements (unaudited)

Note 4 Net fee and commission income

For the quarter ended
USD million 31.3.19 31.12.18 31.3.18

Underwriting fees 180 184 257

of which: performance-based 27 33 8
Brokerage fees paid 79 88 90
e VT
Total fee and commission expense 409 439 433
Net fee and commission income 4,157 4,270 4,764
o ofwﬁ/c/znez‘bmkeragefees ............................................................................................................................................... S e

1 Reflects third-party fee and commission income for the first quarter of 2019 of USD 2,817 million for Global Wealth Management (fourth quarter of 2018: USD 2,897 million; first quarter of 2018: USD 3,204
million), USD 325 million for Personal & Corporate Banking (fourth quarter of 2018: USD 321 million; first quarter of 2018: USD 342 million), USD 619 million for Asset Management (fourth quarter of 2018:
USD 657 million; first quarter of 2018: USD 646 million), USD 783 million for the Investment Bank (fourth quarter of 2018: USD 809 million; first quarter of 2018: USD 972 million) and USD 22 million for
Corporate Center (fourth quarter of 2018: USD 26 million; first quarter of 2018: USD 33 million).

Note 5 Other income

For the quarter ended
USD million 31.3.19 31.12.18 31.3.18
Associates, joint ventures and subsidiaries

Share of net profits of associates and joint ventures
Total

Net gains / (losses) from disposals 1 0 0
Total 2 1 1

Total other income 169 365 174
1 Includes foreign exchange gains / (losses) reclassified from other comprehensive income related to disposed foreign subsidiaries and branches. 2 Includes rent received from third parties.
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Note 6 Personnel expenses

For the quarter ended
31.12.18

USD million

Salaries and variable compensation

Other personnel expenses 105 168 127

Total personnel expenses 3,468 3,262 3,771

1 Financial advisor variable compensation consists of grid-based compensation based directly on compensable revenues generated by financial advisors and supplemental compensation calculated on the basis of
financial advisor productivity, firm tenure, assets and other variables. It also includes expenses related to compensation commitments with financial advisors entered into at the time of recruitment that are subject to
vesting requirements. 2 Changes to the Pension Fund of UBS in Switzerland in the first quarter of 2018 resulted in a reduction in the pension obligation recognized by UBS. As a consequence, a pre-tax gain of
USD 132 million was recognized in the income statement in the first quarter of 2018, with no overall effect on total equity. Refer to “Note 5 Personnel expenses” in the “Consolidated financial statements” section

of the first quarter 2018 report for more information.

Note 7 General and administrative expenses

For the quarter ended

USD million

31.12.18

Occupancy

Total general and administrative expenses

2,026 3,094 2,371

1 Reflects the net increase / (release) in provisions for litigation, regulatory and similar matters recognized in the income statement. Refer to Note 15 for more information. Also includes recoveries from third parties
(first quarter of 2019: USD 7 million; fourth quarter of 2018: USD 1 million; first quarter of 2018: USD 17 million).

Note 8 Income taxes

UBS AG recognized income tax expenses of USD 387 million for
the first quarter of 2019, compared with USD 484 million for the
first quarter of 2018.

Current tax expenses were USD 159 million, compared with
USD 197 million, and related to taxable profits of UBS
Switzerland AG and other entities.

Deferred tax expenses were USD 228 million, compared with
USD 287 million. These include expenses of USD 209 million
relating to profits for the current quarter, which primarily reflect
the amortization of deferred tax assets (DTAs) previously
recognized in relation to tax losses carried forward and

deductible temporary differences to reflect their offset against
profits for the quarter, including the amortization of US tax loss
DTAs at the level of UBS Americas Inc. In addition, deferred tax
expenses in the first quarter of 2019 included a net expense of
USD 19 million mainly relating to a decrease in temporary
difference DTAs of USD 29 million as the expected value of
future tax deductions for deferred compensation awards
decreased. This deferred tax expense was partially offset by a tax
loss DTA increase of USD 10 million for locations affected by our
UK business transfer activity during the quarter.
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Notes to the UBS AG interim consolidated financial statements (unaudited)

Note 9 Expected credit loss measurement

a) Expected credit losses in the period

Total net credit loss expenses were USD 20 million in the first
quarter of 2019, reflecting expenses of USD 5 million in
expected credit losses (ECL) from stage 1 and 2 positions and
losses of USD 15 million from credit-impaired (stage 3) positions.

A USD 5 million increase in stage 1 and 2 ECL during the
period was primarily the result of updates to macroeconomic
and market data in the Investment Bank portfolio, partly offset
by recoveries in Global Wealth Management and Personal &
Corporate Banking, reflecting improvements in collateral and
credit scores.

Stage 3 losses of USD 15 million were recognized,
predominantly in the Investment Bank, as well as across a
number of defaulted positions in Global Wealth Management
and Personal & Corporate Banking.

There have not been any material changes to the models
used to calculate ECL and to determine stage allocation in the
quarter.

UBS AG uses four different economic scenarios in the ECL
calculation: an upside, a baseline, a mild downside and a severe
downside scenario. The scenario narratives and weights were
reviewed and remain unchanged from those applied as of
31 December 2018. Macroeconomic data and market data was
updated across all scenarios, as well as the baseline scenario
shocks, as of 31 March 2019.

—» Refer to “Note 1a Significant accounting policies item g” and
“Note 23 Expected credit loss measurement” in the
“Consolidated financial statements” section of the Annual
Report 2018 for more information

b) ECL-relevant balance sheet and off-balance sheet positions including ECL allowances and provisions

The tables on the following pages provide information on
financial instruments and certain non-financial instruments that
are subject to ECL. For amortized cost instruments, the net
carrying value represents the maximum exposure to credit risk,
taking into account the allowance for credit losses. Financial
assets measured at fair value through other comprehensive
income (FVOCI) are also subject to ECL; however, unlike
amortized cost instruments, the allowance does not reduce the
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carrying value of these financial assets. The carrying value of
financial assets measured at FVOCI represents the maximum
exposure to credit risk.

In addition to on-balance sheet financial assets, certain off-
balance sheet and other credit lines are also subject to ECL. The
maximum exposure to credit risk for off-balance sheet financial
instruments is calculated based on notional amounts.



Note 9 Expected credit loss measurement (continued)

USD million 31.3.19

Carrying amount’ ECL allowance
Financial instruments measured at amortized cost Total Stage1  Stage2  Stage3 Total Stage1  Stage2  Stage3
Cash and balances at central banks 110,618 110,618 0 0 0 0 0 0

Total financial assets measured at amortized cost 595 744 573,826 19,807 2,110 917) (118) (148) (651)

Financial assets measured at fair value through other comprehensive income 7,168 7,168 0 0 0 0 0 0

Total on-balance sheet financial assets in scope of ECL requirements 602,912 580,994 19,807 2,110 (917) (118) (148) (651)
Total exposure ECL provision

Off-balance sheet (in scope of ECL) Total Stage1  Stage2  Stage3 Total Stage1  Stage2  Stage3

Guarantees 17,434 16,713 506 215 (48) (6) (2) (40)

Irrevocable committed prolongation of existing loans 3,450 3,393 52 5 (4) (2) (2) 0
Total off-balance sheet financial instruments and other credit lines 86,430 83,570 2,533 328 (134) (64) (31) (40)
Total allowances and provisions (1,052) (182) (179) (691)

1 The carrying value of financial assets measured at amortized cost represents the total gross exposure net of the respective ECL allowances.
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Note 9 Expected credit loss measurement (continued)

Usp miflion 31.12.18

Carrying amount' ECL allowance
Finandial instruments measured at amortized cost Total  Stage1  Stage2  Stage 3 Total  Stage1  Stage2  Stage 3
Cash and balances at central banks

Total financial assets measured at amortized cost 588,084 565,076 20,782 2,226 (937) (117) (159) (660)
Financial assets measured at fair value through other comprehensive income 6,667 6,667 0 0 0 1] 0 0
Total on-balance sheet financial assets in scope of ECL requirements 594,750 571,743 20,782 2,226 (937) (117) (159) (660)
Total exposure ECL provision
Off-balance sheet (in scope of ECL) Total  Stage1  Stage2  Stage3 Total  Stage1  Stage2  Stage3
_Guarantees 18,146 17,321 611 215 (43) (7 (2) (34).

Irrevocable committed prolong of existing loans 3,339 456 22 (1) (1) 0 0
Total off-balance sheet financial instruments and other credit lines 92,486 3,055 383 (116) (59) (23) (34)
Total allowances and provisions (1,054) (176) (183) (695)

1 The carrying value of financial assets measured at amortized cost represents the total gross exposure net of the respective ECL allowances.
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Note 10 Fair value measurement

This Note provides fair value measurement information for both
financial and non-financial instruments and should be read in
conjunction with “Note 24 Fair value measurement” in the
“Consolidated financial statements” section of the Annual
Report 2018, which provides more information on valuation

principles,  valuation governance, fair value hierarchy
classification, valuation adjustments, valuation techniques and
inputs, sensitivity of fair value measurements and methods
applied to calculate fair values for financial instruments not
measured at fair value.

a) Fair value hierarchy

The fair value hierarchy classification of financial and non-financial assets and liabilities measured at fair value is summarized in the
table below.

Determination of fair values from quoted market prices or valuation techniques’

31.3.19 31.12.18
USD million Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Financial assets measured at fair value On @ reCUIING BaSIS | e
Financial assets at fair value held for trading 94,772 12,592 2,319 109,683 88,455 14,096 1,962 104,513

of which:

Derivative financial instruments
of which:

16,275 0
40,439 3,735

16,275 0
80,973

16,840 0

16,840
82,387

Brokerage receivables 0

Financial assets at fair value not held for trading 42,516 4,413

of which:

Financial assets measured at fair value through other comprehensive income 2,219 4,949 0 7,168 2,319 4,347 0 6,667
of which:

Other non-financial assets? 0 57 1 58 0 82 0 82

Total assets measured at fair value 138,321 183,365 7,448 329,133 131,283 201,916 7,800 340,999
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Note 10 Fair value measurement (continued)

Determination of fair values from quoted market prices or valuation techniques (continued)’

31.3.19 31.12.18
Usp million Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Financial liabilities measured @t fair Value On @ TRCUITNg DaslS oo
Financial liabilities at fair value held for trading 28,642 5519 98 34,259 24,413 4,468 69 28,949

of which:

Derivative financial instruments 758 107,904 2,146 110,809 580 122,933 2,210 125,723
of which:

Brokerage payables designated at fair value 0 39,326 0 39,326 0 38,420 0 38,420

Debt issued designated at fair value 0 54,543 12,376 66,919 0 46,074 10,957 57,031

Other financial liabilities designated at fair value 0 31,716 678 32,394 0 32,569 1,025 33,594
of which:

Over-the-counter debt instruments 0 1,205 676 1,882 0 1,427 1,023 2,450

Total liabilities measured at fair value 29,400 239,008 15,298 283,706 24,992 244,465 14,260 283,717

1 Bifurcated embedded derivatives are presented on the same balance sheet lines as their host contracts and are not included in this table. The fair value of these derivatives was not material for the periods
presented. 2 Other non-financial assets primarily consist of properties and other non-current assets held for sale, which are measured at the lower of their net carrying amount or fair value less costs to sell.

All financial and non-financial assets and liabilities measured or - Level 1 — quoted prices (unadjusted) in active markets for
disclosed at fair value are categorized into one of three fair value identical assets and liabilities;

hierarchy levels. In certain cases, the inputs used to measure fair - Level 2 — valuation techniques for which all significant inputs
value may fall within different levels of the fair value hierarchy. are, or are based on, observable market data; or

For disclosure purposes, the level in the hierarchy within which - Level 3 - valuation techniques for which significant inputs are
the instrument is classified in its entirety is based on the lowest not based on observable market data.

level input that is significant to the position’s fair value

measurement:
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Note 10 Fair value measurement (continued)

b) Valuation adjustments

Deferred day-1 profit or loss reserves
The table below summarizes the changes in deferred day-1
profit or loss reserves during the relevant period.

Deferred day-1 profit or loss is generally released into Other
net income from financial instruments measured at fair value
through profit or loss when pricing of equivalent products or the
underlying parameters become observable or when the
transaction is closed out.

Deferred day-1 profit or loss reserves

In the first quarter of 2019, a deferred day-1 profit or loss
reserve release of USD 126 million was recognized in the income
statement, mainly related to loans which are reported within
Financial assets at fair value not held for trading on the balance
sheet, following an increase in observability.

For the quarter ended

USD million 31.3.19 31.12.18 31.3.18
Reserve balance at the beginning of the period 255 250 338
P

Foreign currency translation

Reserve balance at the end of the period

¢) Transfers between Level 1 and Level 2

The amounts disclosed in this section reflect transfers between
Level 1 and Level 2 for instruments that were held for the entire
reporting period.

Assets totaling approximately USD 1.8 billion, which were
mainly comprised of investment fund units presented in the line
Financial assets at fair value held for trading on the balance
sheet, were transferred from Level 2 to Level 1 during the first

quarter of 2019, generally due to increased levels of trading
activity observed within the market for these instruments.
Liabilities transferred from Level 2 to Level 1 during the first
quarter of 2019 were not material. Assets and liabilities
transferred from Level 1 to Level 2 during the first quarter of
2019 were also not material.
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Note 10 Fair value measurement (continued)

d) Level 3 instruments: valuation techniques and inputs

The table below presents material Level 3 assets and liabilities
together with the valuation techniques used to measure fair value,
the significant inputs used in the valuation technique that are
considered unobservable and a range of values for those
unobservable inputs.

The range of values represents the highest- and lowest-level
input used in the valuation techniques. Therefore, the range does
not reflect the level of uncertainty regarding a particular input, but
rather the different underlying characteristics of the relevant assets
and liabilities. The ranges will therefore vary from period to period
and parameter to parameter based on characteristics of the
instruments held at each balance sheet date. Furthermore, the
ranges and weighted averages of unobservable inputs may differ

across other financial institutions due to the diversity of the
products in each firm’s inventory.

The significant unobservable inputs disclosed in the table
below are consistent with those included in “Note 24 Fair value
measurement” in the “Consolidated financial statements”
section of the Annual Report 2018. A description of the
potential effect that a change in each unobservable input in
isolation may have on a fair value measurement, including
information to facilitate an understanding of factors that give
rise to the input ranges shown, is also provided in “Note 24 Fair
value measurement” in the “Consolidated financial statements”
section of the Annual Report 2018.

Valuation techniques and inputs used in the fair value measurement of Level 3 assets and liabilities

Fair value Range of inputs
Assets Liabilities 31.3.19 31.12.18
Valuation Significant unobservable weighted weighted
USD billion 31.3.19 31.12.18 31.3.19 31.12.18 technique(s) input(s)! low high  average? low high average? unit'
Financial assets and labiltes at fair value eld for trading and Finandial assets at fair value not held fortrading.
Corporate and municipal Relative value to
bonds 04 0.7 o1 0.0 market comparable  Bond price equivalent 0 134 92 0 134 89  points

Traded loans, loans
designated at fair value,
loan commitments and

S

.............................................................................................................................................................................. 301700 300513 POINES,
Market comparable
and securitization

e eeeaeatetestaetesesseesesessaseseseatesiseastesiaeseseasaeteseast et eseas s eneae it s eneannen] model ] Discount margin 1. B2 T 1B 2 %...
Relative value to

Auction rate securities 16 .. 1700 .00, market comparable  Bond price equivalent 79 99 89 .79 99 89 _..points,
Relative value to

Jnvestment fund units? 04 .. 06 .00 00 maketcomparable =~ Netassetvalue oo
Relative value to

Equity instruments? 0.6 0.6 0.0 0.0 market comparable  Price

Debt issued designated at

fair value* 12.4 11.0

Other financial liabilities

designated at fair value* 0.7 1.0

Derivative financial instruments

L

Interest rate contracts || 04 .. 04..02 02 Optonmodel  Volatility of interestrates 46 | L 20 81 ] points,
Discounted expected

cash flows

Volatility of equity stocks,
equity and other indices 0 4 93 %

Equity-to-equity

correlation (50) 98 (50) 97 %

1 The ranges of significant unobservable inputs are represented in points, percentages and basis points. Points are a percentage of par (e.g., 100 points would be 100% of par).

2 Weighted averages are provided for

non-derivative financial instruments and were calculated by weighting inputs based on the fair values of the respective instruments. Weighted averages are not provided for inputs related to derivative contracts as this

would not be meaningful.

3 The range of inputs is not disclosed as there is a dispersion of values given the diverse nature of the investments.

4 Valuation techniques, significant unobservable inputs and the

respective input ranges for Debt issued designated at fair value and Other financial liabilities designated at fair value, which mainly include over-the-counter debt instruments, are the same as the equivalent derivative

or structured financing instruments presented elsewhere in this table.
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Note 10 Fair value measurement (continued)

e) Level 3 instruments: sensitivity to changes in unobservable input assumptions

The table below summarizes those financial assets and liabilities
classified as Level 3 for which a change in one or more of the
unobservable inputs to reflect reasonably possible alternative
assumptions would change fair value significantly, and the
estimated effect thereof.

The table shown presents the favorable and unfavorable
effects for each class of financial assets and liabilities for which
the potential change in fair value is considered significant. The
sensitivity of fair value measurements for debt issued designated
at fair value and over-the-counter debt instruments designated
at fair value is reported with the equivalent derivative or
structured financing instrument within the table below.

The sensitivity data shown below presents an estimation of
valuation uncertainty based on reasonably possible alternative
values for Level 3 inputs at the balance sheet date and does not
represent the estimated effect of stress scenarios. Typically,
these financial assets and liabilities are sensitive to a combination
of inputs from Levels 1-3. Although well-defined
interdependencies may exist between Levels 1-2 and Level 3
parameters (e.g., between interest rates, which are generally
Level 1 or Level 2, and prepayments, which are generally Level
3), these have not been incorporated in the table. Furthermore,
direct interrelationships between the Level 3 parameters are not
a significant element of the valuation uncertainty.

Sensitivity of fair value measurements to changes in unobservable input assumptions

31.3.19 31.12.18
Favorable Unfavorable Favorable Unfavorable
USD million changes changes changes changes
Traded loans, loans designated at fair value, loan commitments and guarantees 92 (20) 99 (44)

f) Level 3 instruments: movements during the period

Significant changes in Level 3 instruments
The table on the following pages presents additional information
about Level 3 assets and liabilities measured at fair value on a
recurring basis. Level 3 assets and liabilities may be hedged with
instruments classified as Level 1 or Level 2 in the fair value
hierarchy and, as a result, realized and unrealized gains and
losses included in the table may not include the effect of related
hedging activity. Furthermore, the realized and unrealized gains
and losses presented within the table are not limited solely to
those arising from Level 3 inputs, as valuations are generally
derived from both observable and unobservable parameters.
Upon adoption of IFRS 9 on 1 January 2018, certain financial
assets and liabilities were newly classified as measured at fair

value through profit or loss and designated as Level 3 in the fair
value hierarchy. Certain assets were also reclassified from
Financial ~assets measured at fair value through other
comprehensive income to Financial assets at fair value not held
for trading. Refer to “Note 24 Fair value measurement” in the
“Consolidated financial statements” section of the Annual
Report 2018 for more information.

In the first quarter of 2019, loans reported within Financial
assets at fair value not held for trading on the balance sheet,
were transferred from Level 3 to Level 2 in the fair value
hierarchy, reflecting increased observability.

37



Notes to the UBS AG interim consolidated financial statements (unaudited)

Note 10 Fair value measurement (continued)

Movements of Level 3 instruments

Total gains / (losses)

included in
comprehensive income
of which.
related to
Reclassifi- Level 3
cations and Instruments
Balance remeasure-  Balance Netgains/ /feld at the Balance
asof ments upon as of (losses)  end of the Transfers Transfers Foreign as of
31 December adoption of 1January includedin  reporting into outof currency 31 March
USD billion 2017 IFRS 9 2018 income' period Purchases  Sales Issuances Settlements  Level 3 Level 3 translation 2018
Finandial assets at fair value
held for trading 2.0 0.4 24 0.2) 0.7) 0.5 (1.5 0.5 0.0 03 0.0 0.1 2.0
...... QFWAIC ......e e sev e85 85838583885 5 81 485 4818888818481 8RR
Corporate and municipal
bonds 0.6 0.6 0.0 0.0 0.1 (05 0.0 0.0 0.1 0.0 0.0 02

Financial assets at fair value
not held for trading 1.5 3.0 4.4 (0.3) 0.3) 09 (0.4) 0.0 0.0 0.1 0.0 0.3 4.9
of which.

Financial assets measured
at fair value through other

comprehensive income 0.5 (0.5)
Derivative financial
instruments — assets 1.6 1.6 (0.1) 0.7) 0.0 00 0.2 (0.4) 0.0 0.0 0.1 1.4

Crediit derivative
contracts 0.6 0.6 0.1) 0 00 00 00 w71 00 00 00 05

Derivative financial
instruments — liabilities 2.9 0.0 2.9 (0.2) 0.2) 0.0 00 0.5 (0.6) 0.2 (0.1) 0.2 2.8
...... e
Crediit derivative
contracts 0.6 0.6 0.0 0.0 00 00 0.0 0.0 0.0 0.0 0.0 07

Debt issued designated at
fair value 11.2 11.2 (0.3) 0.3) 0.0 0.0 2.7 (1.6) 0.4 (0.6) 0.7 12.4

Other financial liabilities
designated at fair value 2.0 2.0 (0.3) 0.3) 00 0.0 0.2 (0.6) 0.0 0.0 0.1 1.4

1 Net gains / (losses) included in comprehensive income are comprised of Net interest income, Other net income from financial instruments measured at fair value through profit or loss and Other income. 2 Total
Level 3 assets as of 31 March 2019 were USD 7.4 billion (31 December 2018: USD 7.8 billion). Total Level 3 liabilities as of 31 March 2019 were USD 15.3 billion (31 December 2018: USD 14.3 billion).
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Note 10 Fair value measurement (continued)

Total gains / (losses)

included in
comprehensive income

of which:

related to

Level 3

instruments
Balance Netgains/ /feld at the Balance
as of (losses)  end of the Transfers Transfers Foreign as of
31 December includedin  reporting into out of currency 31 March
2018 income' period Purchases Sales Issuances  Settlements Level 3 Level 3 translation 20192

11.0 0.5 04 0.0 0.0 2.8 (1.2) 0.3 (1.0) 0.0 124

1.0 0.1 0.1 0.0 0.0 0.1 (0.5) 0.0 0.0 0.0 0.7
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Note 10 Fair value measurement (continued)

Assets and liabilities transferred into or out of Level 3 are
presented as if those assets or liabilities had been transferred at
the beginning of the year.

Assets transferred into and out of Level 3 in the first quarter
of 2019 totaled USD 0.3 billion and USD 1.1 billion,
respectively. Transfers into Level 3 were primarily comprised of
investment fund units reflecting decreased observability of the
relevant net asset value inputs. Transfers out of Level 3 were

g) Financial instruments not measured at fair value

primarily comprised of loans due to increased observability of
the relevant valuation inputs.

Liabilities transferred into and out of Level 3 in the first
quarter of 2019 totaled USD 0.4 billion and USD 1.1 billion,
respectively. Transfers into and out of Level 3 were primarily
comprised of equity-linked issued debt instruments (presented
within Debt issued designated at fair value) due to decreased or
increased observability, respectively, of the embedded derivative
inputs.

The table below reflects the estimated fair values of financial instruments not measured at fair value.

Financial instruments not measured at fair value

31.3.19 31.12.18

UsD bitlion

Carrying value Fair value  Carrying value Fair value

Assets

Other financial assets measured at amortized cost

Liabilities

Debt issued measured at amortized cost

Other financial liabilities measured at amortized cost

The fair values included in the table above have been calculated
for disclosure purposes only. The fair value valuation techniques
and assumptions relate only to the fair value of UBS AG's
financial instruments not measured at fair value. Other
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institutions may use different methods and assumptions for their
fair value estimation, and therefore such fair value disclosures
cannot necessarily be compared from one financial institution to
another.



Note 11 Derivative instruments

a) Derivative instruments

Derivative Notional values Derivative Notional values Other
financial related to derivative financial related to derivative notional
As of31.3.19, USD billion assets financial assets3 liabilities ~ financial liabilities? values?

Derivative financial instruments'2

Unsettled sales of non-derivative financial instruments® 0.2 27 0.3 22
Total derivative financial instruments, based on IFRS netting® 111.2 4,617 110.8 4,550 11,180
on the balance sheet” (100.9) (97.5)

of which: netting with collateral received / pledged
Total derivative financial instruments, after consideration of further
netting potential 10.2 13.3

As of 31.12.18, USD billion
Derivative financial instruments'2

Unsettled sales of non-derivative financial instruments® 0.4 15 0.2 13
Total derivative financial instruments, based on IFRS netting® 126.2 4,239 125.7 4,163 10,894

of which: netting with collateral received / pledged

Total derivative financial instruments, after consideration of further
netting potential 11.4 14.0

1 Derivative financial liabilities as of 31 March 2019 include USD 18 million related to derivative loan commitments (31 December 2018: USD 17 million). No notional amounts related to these commitments are
included in this table, but they are disclosed in Note 16 under Loan commitments. 2 Includes certain forward starting repurchase and reverse repurchase agreements that are classified as measured at fair value
through profit or loss and are recognized within derivative instruments. The fair value of these derivative instruments was not material as of 31 March 2019 or 31 December 2018. No notional amounts related to
these instruments are included in this table, but they are disclosed within Note 16 under Forward starting transactions. 3 In cases where derivative financial instruments are presented on a net basis on the balance
sheet, the respective notional values of the netted derivative financial instruments are still presented on a gross basis. 4 Other notional values relate to derivatives that are cleared through either a central
counterparty or an exchange. The fair value of these derivatives is presented on the balance sheet net of the corresponding cash margin under Cash collateral receivables on derivative instruments and Cash
collateral payables on derivative instruments and was not material for all periods presented. 5 Changes in the fair value of purchased and sold non-derivative financial instruments between trade date and
settlement date are recognized as derivative financial instruments. 6 Financial assets and liabilities are presented net on the balance sheet if UBS AG has the unconditional and legally enforceable right to offset
the recognized amounts, both in the normal course of business and in the event of default, bankruptcy or insolvency of the entity and all of the counterparties, and intends either to settle on a net basis or to realize
the asset and settle the liability simultaneously. 7 Reflects the netting potential in accordance with enforceable master netting and similar arrangements where not all criteria for a net presentation on the balance
sheet have been met. Refer to “Note 25 Offsetting financial assets and financial liabilities” in the “Consolidated financial statements” section of the Annual Report 2018 for more information.
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Note 11 Derivative instruments (continued)

b) Cash collateral on derivative instruments

Receivables Payables  Receivables Payables
USD billion 31.3.19 31.3.19 31.12.18 31.12.18
Cash collateral on derivative instruments, based on IFRS netting’ 25.2 30.3 23.6 28.9

of which: netting with collateral received / pledged 09 (1.4) (1.0)

Cash collateral on derivative instruments, after consideration of further netting potential 1.1 15.3 9.1

1 Financial assets and liabilities are presented net on the balance sheet if UBS has the unconditional and legally enforceable right to offset the recognized amounts, both in the normal course of business and in the
event of default, bankruptcy or insolvency of UBS or its counterparties, and intends either to settle on a net basis or to realize the asset and settle the liability simultaneously. 2 Reflects the netting potential in
accordance with enforceable master netting and similar arrangements where not all criteria for a net presentation on the balance sheet have been met. Refer to “Note 25 Offsetting financial assets and financial
liabilities” in the "“Consolidated financial statements” section of the Annual Report 2018 for more information.

Note 12 Other assets and liabilities

a) Other financial assets measured at amortized cost
USD million

31.3.19 31.12.18

Debt securities 12,938 13,562

Total other financial assets measured at amortized cost 22,495 22,637

1 Related to financial advisors in the US and Canada. 2 Upon adoption of IFRS 16 on 1 January 2019, Finance lease receivables increased by USD 176 million. Refer to Note 1 for more information.

b) Other non-financial assets

USD miflion 31.3.19 31.12.18
Precious metals and other physical commodities 3,816 4,298

Total other non-financial assets 6,577 7,062
1 Refer to item 1 in Note 15b for more information.
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Note 12 Other assets and liabilities (continued)

¢) Other financial liabilities measured at amortized cost

USD million 31.3.19 31.12.18
Other accrued expenses 1,670 1,911
. o ;
R nga L 116 G : 477
T 387 gt
L 2741 ................ 5 688
Total other financial liabilities measured at amortized cost 10,770 7,576

1 Relates to lease liabilities of USD 3,956 million recognized upon adoption of IFRS 16 on 1 January 2019. Refer to Note 1 for more information.

d) Other financial liabilities designated at fair value

USD million 31.3.19 31.12.18

Amounts due under unit-linked investment contracts 24,317 21,679
ities financing transactions

Total other financial liabilities designated at fair value 32,3% 33,594

e) Other non-financial liabilities

USD million 31.3.19 31.12.18
Compensation-related liabilities 2,998 4 64_5_._

Total other non-financial liabilities 4,682 6,275
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Note 13 Debt issued designated at fair value

Usp miflion 31.3.19 31.12.18

Issued debt instruments

Total debt issued designated at fair value 66,919 57,031

of which: life-to-date own credlit (gain) / loss 33 270)
1 Includes investment fund unit-linked instruments issued.

Note 14 Debt issued measured at amortized cost

USD million 31.3.19 31.12.18
Certificates of deposit 6,869 7,980
P ommerualpaper .................................................................................................................................................................................................. 21711 .............. 27514
e 34533531
Short-term debt! 32,033 39,025
Senior unsecured debt 31,964 32,135

Other long-term debt 55 58
Long-term debt? 51,861 52,220
Total debt issued measured at amortized cost? 83,894 91,245

1 Debt with an original maturity of less than one year. 2 Debt with original maturity greater than or equal to one year. The classification of debt issued into short-term and long-term does not consider any early
redemption features. 3 Net of bifurcated embedded derivatives, the fair value of which was not material for the periods presented.
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Note 15 Provisions and contingent liabilities

a) Provisions

The table below presents an overview of total provisions recognized under both IAS 37 and IFRS 9.

USD million

31.12.18

_Provisions recognized under IAS 37

Pr
"Provisions for other credit lines 43 37
Total provisions 3,165 3,457
The following table presents additional information for provisions recognized under IAS 37.
Litigation,
Operational regulatory and Employee

USD million risks2  similar matters®  Restructuring Real estate benefits® Other Total
Balance as of 31 December 2018 45 2,827 215 122 55 77 3,341
Adjustment from adoption of IFRS 16' 0 0 (103) (28) 0 0 (131)
Balance as of 1 January 2019 45 2,827 112 94 55 77 3,210
Increase in provisions recognized in the income statement 4 16 5 0 1 2 28

Pr
"F-c')re|gn currency translation / unwind of discount (2) (15) 1 (1) 0 1) (17)
Balance as of 31 March 2019 43 2,677 954 90° 54 72 3,030

1 Refer to Note 1 for more information.
compliance risks.
million as of 31 March 2019 (31 December 2018: USD 170 million).

Restructuring provisions primarily relate to onerous contracts
and severance payments. Onerous contracts for property are
recognized when UBS AG is committed to pay for non-lease
components, such as utilities, when a property is vacated or not
fully recovered from subtenants. Severance-related provisions
are used within a short time period, usually within six months,
but potential changes in amount may be triggered when natural

b) Litigation, regulatory and similar matters

2 Comprises provisions for losses resulting from security risks and transaction processing risks.
4 Primarily consists of personnel-related restructuring provisions of USD 25 million as of 31 March 2019 (31 December 2018: USD 40 million) and provisions for onerous contracts of USD 64
5 Consists of reinstatement costs for leasehold improvements of USD 81 million as of 31 March 2019 (31 December 2018: USD 83 million) and
provisions for onerous contracts of USD 9 million as of 31 March 2019 (31 December 2018: USD 40 million).

3 Comprises provisions for losses resulting from legal, liability and

6 Includes provisions for sabbatical and anniversary awards.

staff attrition reduces the number of people affected by a
restructuring event and therefore the estimated costs.

Information on provisions and contingent liabilities in respect
of litigation, regulatory and similar matters, as a class, is included
in Note 15b. There are no material contingent liabilities
associated with the other classes of provisions.

UBS operates in a legal and regulatory environment that exposes
it to significant litigation and similar risks arising from disputes
and regulatory proceedings. As a result, UBS (which for purposes
of this Note may refer to UBS AG and / or one or more of its
subsidiaries, as applicable) is involved in various disputes and
legal proceedings, including litigation, arbitration, and regulatory
and criminal investigations.

Such matters are subject to many uncertainties, and the
outcome and the timing of resolution are often difficult to
predict, particularly in the earlier stages of a case. There are also
situations where UBS may enter into a settlement agreement.
This may occur in order to avoid the expense, management
distraction or reputational implications of continuing to contest
liability, even for those matters for which UBS believes it should
be exonerated. The uncertainties inherent in all such matters
affect the amount and timing of any potential outflows for both
matters with respect to which provisions have been established
and other contingent liabilities. UBS makes provisions for such
matters brought against it when, in the opinion of management
after seeking legal advice, it is more likely than not that UBS has
a present legal or constructive obligation as a result of past

events, it is probable that an outflow of resources will be
required, and the amount can be reliably estimated. Where
these factors are otherwise satisfied, a provision may be
established for claims that have not yet been asserted against
UBS, but are nevertheless expected to be, based on UBS's
experience with similar asserted claims. If any of those
conditions is not met, such matters result in contingent liabilities.
If the amount of an obligation cannot be reliably estimated, a
liability exists that is not recognized even if an outflow of
resources is probable. Accordingly, no provision is established
even if the potential outflow of resources with respect to such
matters could be significant. Developments relating to a matter
that occur after the relevant reporting period, but prior to the
issuance of financial statements, which affect management’s
assessment of the provision for such matter (because, for
example, the developments provide evidence of conditions that
existed at the end of the reporting period), are adjusting events
after the reporting period under IAS 10 and must be recognized
in the financial statements for the reporting period.
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Note 15 Provisions and contingent liabilities (continued)

Specific litigation, regulatory and other matters are described
below, including all such matters that management considers to
be material and others that management believes to be of
significance due to potential financial, reputational and other
effects. The amount of damages claimed, the size of a
transaction or other information is provided where available and
appropriate in order to assist users in considering the magnitude
of potential exposures.

In the case of certain matters below, we state that we have
established a provision, and for the other matters, we make no
such statement. When we make this statement and we expect
disclosure of the amount of a provision to prejudice seriously our
position with other parties in the matter because it would reveal
what UBS believes to be the probable and reliably estimable
outflow, we do not disclose that amount. In some cases we are
subject to confidentiality obligations that preclude such
disclosure. With respect to the matters for which we do not
state whether we have established a provision, either (a) we
have not established a provision, in which case the matter is
treated as a contingent liability under the applicable accounting
standard; or (b) we have established a provision but expect
disclosure of that fact to prejudice seriously our position with
other parties in the matter because it would reveal the fact that
UBS believes an outflow of resources to be probable and reliably
estimable.

With respect to certain litigation, regulatory and similar
matters for which we have established provisions, we are able to
estimate the expected timing of outflows. However, the
aggregate amount of the expected outflows for those matters
for which we are able to estimate expected timing is immaterial
relative to our current and expected levels of liquidity over the
relevant time periods.

The aggregate amount provisioned for litigation, regulatory
and similar matters as a class is disclosed in the “Provisions”
table in Note 15a above. It is not practicable to provide an
aggregate estimate of liability for our litigation, regulatory and
similar matters as a class of contingent liabilities. Doing so would
require us to provide speculative legal assessments as to claims

and proceedings that involve unique fact patterns or novel legal
theories, that have not yet been initiated or are at early stages of
adjudication, or as to which alleged damages have not been
quantified by the claimants. Although we therefore cannot
provide a numerical estimate of the future losses that could arise
from litigation, regulatory and similar matters, we believe that
the aggregate amount of possible future losses from this class
that are more than remote substantially exceeds the level of
current provisions.

Litigation, regulatory and similar matters may also result in
non-monetary penalties and consequences. For example, the
non-prosecution agreement described in item 5 of this Note,
which we entered into with the US Department of Justice (DOJ),
Criminal Division, Fraud Section in connection with our
submissions of benchmark interest rates, including, among
others, the British Bankers’ Association London Interbank
Offered Rate (LIBOR), was terminated by the DOJ based on its
determination that we had committed a US crime in relation to
foreign exchange matters. As a consequence, UBS AG pleaded
guilty to one count of wire fraud for conduct in the LIBOR
matter, paid a fine and is subject to probation through January
2020.

A guilty plea to, or conviction of, a crime could have material
consequences for UBS. Resolution of regulatory proceedings
may require us to obtain waivers of regulatory disqualifications
to maintain certain operations, may entitle regulatory authorities
to limit, suspend or terminate licenses and regulatory
authorizations, and may permit financial market utilities to limit,
suspend or terminate our participation in such utilities. Failure to
obtain such waivers, or any limitation, suspension or termination
of licenses, authorizations or participations, could have material
consequences for UBS.

The risk of loss associated with litigation, regulatory and
similar matters is a component of operational risk for purposes
of determining our capital requirements. Information concerning
our capital requirements and the calculation of operational risk
for this purpose is included in the “Capital management”
section of the UBS Group first quarter 2019 report.

Provisions for litigation, regulatory and similar matters by business division and in Corporate Center’

Global Wealth  Personal & Asset
Manage- Corporate Manage-  Investment  Corporate
USD million ment Banking ment Bank Center UBS
1,003 117 0 269 1,438 2,827

Balance as of 31 December 2018

ions recognized in the income statement

Provisions used in conformity with designated purpose (49) (1) 0 (66) (18) (134)
Foreign currency translation / unwind of discount (12) (2) 0 (2) 1 (15)
Balance as of 31 March 2019 943 114 0 201 1,419 2,677

1 Provisions, if any, for the matters described in this disclosure are recorded in Global Wealth Management (item 3 and item 4) and Corporate Center (item 2). Provisions, if any, for the matters described in items 1
and 6 of this disclosure are allocated between Global Wealth Management and Personal & Corporate Banking, and provisions, if any, for the matters described in this disclosure in item 5 are allocated between the
Investment Bank and Corporate Center.
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Note 15 Provisions and contingent liabilities (continued)

1. Inquiries regarding cross-border wealth management
businesses

Tax and regulatory authorities in a number of countries have
made inquiries, served requests for information or examined
employees located in their respective jurisdictions relating to the
cross-border wealth management services provided by UBS and
other financial institutions. It is possible that the implementation
of automatic tax information exchange and other measures
relating to cross-border provision of financial services could give
rise to further inquiries in the future. UBS has received disclosure
orders from the Swiss Federal Tax Administration (FTA) to
transfer information based on requests for international
administrative assistance in tax matters. The requests concern a
number of UBS account numbers pertaining to current and
former clients and are based on data from 2006 and 2008. UBS
has taken steps to inform affected clients about the
administrative assistance proceedings and their procedural
rights, including the right to appeal. The requests are based on
data received from the German authorities, who seized certain
data related to UBS clients booked in Switzerland during their
investigations and have apparently shared this data with other
European countries. UBS expects additional countries to file
similar requests.

The Swiss Federal Administrative Court ruled in 2016 that, in
the administrative assistance proceedings related to a French
bulk request, UBS has the right to appeal all final FTA client data
disclosure orders. On 30 July 2018, the Swiss Federal
Administrative Court granted UBS’s appeal by holding the
French administrative assistance request inadmissible. The FTA
filed a final appeal with the Swiss Federal Supreme Court.

Since 2013, UBS (France) S.A., UBS AG and certain former
employees have been under investigation in France for alleged
complicity in having illicitly solicited clients on French territory,
regarding the laundering of proceeds of tax fraud, and banking
and financial solicitation by unauthorized persons. In connection
with this investigation, the investigating judges ordered UBS AG
to provide bail (“caution”) of EUR 1.1 billion and UBS (France)
S.A. to post bail of EUR 40 million, which was reduced on
appeal to EUR 10 million.

A trial in the court of first instance took place from
8 October 2018 until 15 November 2018. On 20 February 2019,
the court announced a verdict finding UBS AG guilty of illicitly
soliciting clients on French territory and aggravated laundering
of the proceeds of tax fraud, and UBS France S.A. guilty of
aiding and abetting unlawful solicitation and laundering the
proceeds of tax fraud. The court imposed fines aggregating
EUR 3.7 billion on UBS AG and UBS France S.A. and awarded
EUR 800 million of civil damages to the French state. UBS has
appealed the decision. Under French law, the judgment is

suspended while the appeal is pending. The Court of Appeal will
retry the case de novo as to both the law and the facts, and the
fines and penalties can be greater than or less than those
imposed by the court of first instance. A subsequent appeal to
the Cour de Cassation, France’s highest court, is possible with
respect to questions of law.

UBS believes that based on both the law and the facts the
judgment of the court of first instance should be reversed. UBS
believes it followed its obligations under Swiss and French law as
well as the European Savings Tax Directive. Even assuming
liability, which it contests, UBS believes the penalties and
damage amounts awarded greatly exceed the amounts that
could be supported by the law and the facts. In particular, UBS
believes the court incorrectly based the penalty on the total
regularized assets rather than on any unpaid taxes on those
assets for which a fraud has been characterized and further
incorrectly awarded damages based on costs that were not
proven by the civil party. Notwithstanding that UBS believes it
should be acquitted, our balance sheet at 31 March 2019
reflected provisions with respect to this matter in an amount of
USD 516 million. The wide range of possible outcomes in this
case contributes to a high degree of estimation uncertainty. The
provision reflected on our balance sheet at 31 March 2019
reflects our best estimate of possible financial implications,
although it is reasonably possible that actual penalties and civil
damages could exceed the provision amount.

In 2016, UBS was notified by the Belgian investigating judge
that it is under formal investigation (“inculpé”) regarding the
laundering of proceeds of tax fraud, of banking and financial
solicitation by unauthorized persons, and of serious tax fraud. In
2018, tax authorities and a prosecutor’s office in Italy asserted
that UBS is potentially liable for taxes and penalties as a result of
its activities in Italy from 2012 to 2017.

UBS has, and reportedly numerous other financial institutions
have, received inquiries from authorities concerning accounts
relating to the Fédération Internationale de Football Association
(FIFA) and other constituent soccer associations and related
persons and entities. UBS is cooperating with authorities in these
inquiries.

Our balance sheet at 31 March 2019 reflected provisions with
respect to matters described in this item 1 in an amount that
UBS believes to be appropriate under the applicable accounting
standard. As in the case of other matters for which we have
established provisions, the future outflow of resources in respect
of such matters cannot be determined with certainty based on
currently available information and accordingly may ultimately
prove to be substantially greater (or may be less) than the
provision that we have recognized.
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Note 15 Provisions and contingent liabilities (continued)

2. Claims related to sales of residential mortgage-backed
securities and mortgages

From 2002 through 2007, prior to the crisis in the US residential
loan market, UBS was a substantial issuer and underwriter of US
residential mortgage-backed securities (RMBS) and was a
purchaser and seller of US residential mortgages. A subsidiary of
UBS, UBS Real Estate Securities Inc. (UBS RESI), acquired pools of
residential mortgage loans from originators and (through an
affiliate) deposited them into securitization trusts. In this
manner, from 2004 through 2007, UBS RESI sponsored
approximately USD 80 billion in RMBS, based on the original
principal balances of the securities issued.

UBS RESI also sold pools of loans acquired from originators to
third-party purchasers. These whole loan sales during the period
2004 through 2007 totaled approximately USD 19 billion in
original principal balance.

UBS was not a significant originator of US residential loans. A
branch of UBS originated approximately USD 1.5 billion in US
residential mortgage loans during the period in which it was
active from 2006 to 2008 and securitized less than half of these
loans.

Lawsuits related to contractual representations and
warranties concerning mortgages and RMBS: When UBS acted
as an RMBS sponsor or mortgage seller, it generally made
certain representations relating to the characteristics of the
underlying loans. In the event of a material breach of these
representations, UBS was in certain circumstances contractually
obligated to repurchase the loans to which the representations
related or to indemnify certain parties against losses. In 2012,
certain RMBS trusts filed an action in the US District Court for
the Southern District of New York seeking to enforce UBS RESI’s
obligation to repurchase loans in the collateral pools for three
RMBS securitizations issued and underwritten by UBS with an
original principal balance of approximately USD 2 billion. In July
2018, UBS and the trustee entered into an agreement under
which UBS will pay USD 850 million to resolve this matter. A
significant portion of this amount will be borne by other parties
that indemnified UBS. The settlement remains subject to court
approval and proceedings to determine how the settlement
funds will be distributed to RMBS holders. After giving effect to
this settlement, UBS considers claims relating to substantially all
loan repurchase demands to be resolved and believes that new
demands to repurchase US residential mortgage loans are time-
barred under a decision rendered by the New York Court of
Appeals.
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Mortgage-related regulatory matters: Since 2014, the US
Attorney’s Office for the Eastern District of New York has sought
information from UBS pursuant to the Financial Institutions
Reform, Recovery and Enforcement Act of 1989 (FIRREA),
related to UBS's RMBS business from 2005 through 2007. On
8 November 2018, the DOJ filed a civil complaint in the District
Court for the Eastern District of New York. The complaint seeks
unspecified civil monetary penalties under FIRREA related to
UBS's issuance, underwriting and sale of 40 RMBS transactions
in 2006 and 2007. UBS moved to dismiss the civil complaint on
6 February 2019.

Our balance sheet at 31 March 2019 reflected a provision
with respect to matters described in this item 2 in an amount
that UBS believes to be appropriate under the applicable
accounting standard. As in the case of other matters for which
we have established provisions, the future outflow of resources
in respect of this matter cannot be determined with certainty
based on currently available information and accordingly may
ultimately prove to be substantially greater (or may be less) than
the provision that we have recognized.

3. Madoff

In relation to the Bernard L. Madoff Investment Securities LLC
(BMIS) investment fraud, UBS AG, UBS (Luxembourg) S.A. (now
UBS Europe SE, Luxembourg branch) and certain other UBS
subsidiaries have been subject to inquiries by a number of
regulators, including the Swiss Financial Market Supervisory
Authority (FINMA) and the Luxembourg Commission de
Surveillance du Secteur Financier. Those inquiries concerned two
third-party  funds established under Luxembourg law,
substantially all assets of which were with BMIS, as well as
certain funds established in offshore jurisdictions with either
direct or indirect exposure to BMIS. These funds faced severe
losses, and the Luxembourg funds are in liquidation. The
documentation establishing both funds identifies UBS entities in
various roles, including custodian, administrator, manager,
distributor and promoter, and indicates that UBS employees
serve as board members.

In 2009 and 2010, the liquidators of the two Luxembourg
funds filed claims against UBS entities, non-UBS entities and
certain individuals, including current and former UBS employees,
seeking amounts totaling approximately EUR 2.1 billion, which
includes amounts that the funds may be held liable to pay the
trustee for the liquidation of BMIS (BMIS Trustee).



Note 15 Provisions and contingent liabilities (continued)

A large number of alleged beneficiaries have filed claims
against UBS entities (and non-UBS entities) for purported losses
relating to the Madoff fraud. The majority of these cases have
been filed in Luxembourg, where decisions that the claims in
eight test cases were inadmissible have been affirmed by the
Luxembourg Court of Appeal, and the Luxembourg Supreme
Court has dismissed a further appeal in one of the test cases.

In the US, the BMIS Trustee filed claims against UBS entities,
among others, in relation to the two Luxembourg funds and one
of the offshore funds. The total amount claimed against all
defendants in these actions was not less than USD 2 billion. In
2014, the US Supreme Court rejected the BMIS Trustee’s motion
for leave to appeal decisions dismissing all claims except those
for the recovery of approximately USD 125 million of payments
alleged to be fraudulent conveyances and preference payments.
In 2016, the bankruptcy court dismissed these claims against the
UBS entities. The BMIS Trustee appealed. In February 2019, the
Court of Appeals reversed the dismissal of the BMIS Trustee’s
remaining claims and remanded the case to the bankruptcy
court for further proceedings. The defendants, including UBS,
filed a petition for rehearing in March 2019.

4. Puerto Rico

Declines since 2013 in the market prices of Puerto Rico
municipal bonds and of closed-end funds (funds) that are sole-
managed and co-managed by UBS Trust Company of Puerto
Rico and distributed by UBS Financial Services Incorporated of
Puerto Rico (UBS PR) have led to multiple regulatory inquiries, as
well as customer complaints and arbitrations with aggregate
claimed damages of USD 2.9 billion, of which claims with
aggregate claimed damages of USD 1.9 billion have been
resolved through settlements, arbitration or withdrawal of the
claim. The claims have been filed by clients in Puerto Rico who
own the funds or Puerto Rico municipal bonds and / or who
used their UBS account assets as collateral for UBS non-purpose
loans; customer complaint and arbitration allegations include
fraud, misrepresentation and unsuitability of the funds and of
the loans.

A shareholder derivative action was filed in 2014 against
various UBS entities and current and certain former directors of
the funds, alleging hundreds of millions of US dollars in losses in
the funds. In 2015, defendants’ motion to dismiss was denied
and a request for permission to appeal that ruling was denied by
the Puerto Rico Supreme Court. In 2014, a federal class action
complaint also was filed against various UBS entities, certain
members of UBS PR senior management and the co-manager of

certain of the funds, seeking damages for investor losses in the
funds during the period from May 2008 through May 2014.
Following denial of the plaintiffs’ motion for class certification,
the case was dismissed in October 2018.

In 2014 and 2015, UBS entered into settlements with the
Office of the Commissioner of Financial Institutions for the
Commonwealth of Puerto Rico, the US Securities and Exchange
Commission (SEC) and the Financial Industry Regulatory
Authority in relation to their examinations of UBS's operations.

In 2011, a purported derivative action was filed on behalf of
the Employee Retirement System of the Commonwealth of
Puerto Rico (System) against over 40 defendants, including UBS
PR, which was named in connection with its underwriting and
consulting services. Plaintiffs alleged that defendants violated
their purported fiduciary duties and contractual obligations in
connection with the issuance and underwriting of USD 3 billion
of bonds by the System in 2008 and sought damages of over
USD 800 million. In 2016, the court granted the System'’s
request to join the action as a plaintiff, but ordered that
plaintiffs must file an amended complaint. In 2017, the court
denied defendants’ motion to dismiss the amended complaint.

Beginning in 2015, and continuing through 2017, certain
agencies and public corporations of the Commonwealth of
Puerto Rico (Commonwealth) defaulted on certain interest
payments on Puerto Rico bonds. In 2016, US federal legislation
created an oversight board with power to oversee Puerto Rico’s
finances and to restructure its debt. The oversight board has
imposed a stay on the exercise of certain creditors’ rights. In
2017, the oversight board placed certain of the bonds into a
bankruptcy-like proceeding under the supervision of a Federal
District Judge. These events, further defaults or any further
legislative action to create a legal means of restructuring
Commonwealth obligations or to impose additional oversight on
the Commonwealth’s finances, or any restructuring of the
Commonwealth’s obligations, may increase the number of
claims against UBS concerning Puerto Rico securities, as well as
potential damages sought.

Our balance sheet at 31 March 2019 reflected provisions with
respect to matters described in this item 4 in amounts that UBS
believes to be appropriate under the applicable accounting
standard. As in the case of other matters for which we have
established provisions, the future outflow of resources in respect
of such matters cannot be determined with certainty based on
currently available information and accordingly may ultimately
prove to be substantially greater (or may be less) than the
provisions that we have recognized.
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Note 15 Provisions and contingent liabilities (continued)

5. Foreign exchange, LIBOR and benchmark rates, and other
trading practices

Foreign exchange-related regulatory matters: Beginning in 2013,
numerous authorities commenced investigations concerning
possible manipulation of foreign exchange markets and precious
metals prices. In 2014 and 2015, UBS reached settlements with
the UK Financial Conduct Authority (FCA) and the US
Commodity Futures Trading Commission (CFTC) in connection
with their foreign exchange investigations, FINMA issued an
order concluding its formal proceedings relating to UBS’s foreign
exchange and precious metals businesses, and the Board of
Governors of the Federal Reserve System (Federal Reserve Board)
and the Connecticut Department of Banking issued a Cease and
Desist Order and assessed monetary penalties against UBS AG.
In 2015, the DOJ's Criminal Division terminated the 2012 non-
prosecution agreement with UBS AG related to UBS's
submissions of benchmark interest rates, and UBS AG pleaded
guilty to one count of wire fraud, paid a fine and is subject to
probation through January 2020. UBS has ongoing obligations
to cooperate with these authorities and to undertake certain
remediation measures. UBS has also been granted conditional
immunity by the Antitrust Division of the DOJ and by authorities
in other jurisdictions in connection with potential competition
law violations relating to foreign exchange and precious metals
businesses. Investigations relating to foreign exchange matters
by certain authorities remain ongoing notwithstanding these
resolutions.

Foreign exchange-related civil litigation: Putative class actions
have been filed since 2013 in US federal courts and in other
jurisdictions against UBS and other banks on behalf of putative
classes of persons who engaged in foreign currency transactions
with any of the defendant banks. UBS has resolved US federal
court class actions relating to foreign currency transactions with
the defendant banks and persons who transacted in foreign
exchange futures contracts and options on such futures under a
settlement agreement that provides for UBS to pay an aggregate
of USD 141 million and provide cooperation to the settlement
classes. Certain class members have excluded themselves from
that settlement and have filed individual actions in US and
English courts against UBS and other banks, alleging violations
of US and European competition laws and unjust enrichment.

In 2015, a putative class action was filed in federal court
against UBS and numerous other banks on behalf of persons
and businesses in the US who directly purchased foreign
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currency from the defendants and alleged co-conspirators for
their own end use. In March 2017, the court granted UBS's (and
the other banks’) motions to dismiss the complaint. The plaintiffs
filed an amended complaint in August 2017. In March 2018, the
court denied the defendants’ motions to dismiss the amended
complaint.

In 2017, two putative class actions were filed in federal court
in New York against UBS and numerous other banks on behalf
of persons and entities who had indirectly purchased foreign
exchange instruments from a defendant or co-conspirator in the
US, and a consolidated complaint was filed in June 2017. In
March 2018, the court dismissed the consolidated complaint. In
October 2018, the court granted plaintiffs’ motion seeking leave
to file an amended complaint.

LIBOR and other benchmark-related regulatory matters:
Numerous government agencies, including the SEC, the CFTC,
the DOJ, the FCA, the UK Serious Fraud Office, the Monetary
Authority of Singapore, the Hong Kong Monetary Authority,
FINMA, various state attorneys general in the US and competition
authorities in various jurisdictions have conducted or are
continuing to conduct investigations regarding potential
improper attempts by UBS, among others, to manipulate LIBOR
and other benchmark rates at certain times. In 2012, UBS
reached settlements relating to benchmark interest rates with the
UK Financial Services Authority, the CFTC and the Criminal
Division of the DOJ, and FINMA issued an order in its proceedings
with respect to UBS relating to benchmark interest rates. In
addition, UBS entered into settlements with the European
Commission and with the Swiss Competition Commission
(WEKO) regarding its investigation of bid-ask spreads in
connection with Swiss franc interest rate derivatives. UBS has
ongoing obligations to cooperate with the authorities with whom
we have reached resolutions and to undertake certain
remediation measures with respect to benchmark interest rate
submissions. In December 2018, UBS entered into a settlement
agreement with the New York and other state attorneys general
under which it will pay USD 68 million to resolve claims by the
attorneys general related to LIBOR. UBS has been granted
conditional leniency or conditional immunity from authorities in
certain jurisdictions, including the Antitrust Division of the DOJ
and WEKO, in connection with potential antitrust or competition
law violations related to certain rates. However, UBS has not
reached a final settlement with WEKO, as the Secretariat of
WEKO has asserted that UBS does not qualify for full immunity.
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LIBOR and other benchmark-related civil litigation: A number of
putative class actions and other actions are pending in the federal
courts in New York against UBS and numerous other banks on
behalf of parties who transacted in certain interest rate
benchmark-based derivatives. Also pending in the US and in other
jurisdictions are a number of other actions asserting losses related
to various products whose interest rates were linked to LIBOR and
other benchmarks, including adjustable rate mortgages, preferred
and debt securities, bonds pledged as collateral, loans, depository
accounts, investments and other interest-bearing instruments. The
complaints allege manipulation, through various means, of certain
benchmark interest rates, including USD LIBOR, Euroyen TIBOR,
Yen LIBOR, EURIBOR, CHF LIBOR, GBP LIBOR, USD and SGD SIBOR
and SOR and Australian BBSW, and seek unspecified
compensatory and other damages under varying legal theories.

USD LIBOR class and individual actions in the US: In 2013 and
2015, the district court in the USD LIBOR actions dismissed, in
whole or in part, certain plaintiffs’ antitrust claims, federal
racketeering claims, CEA claims, and state common law claims.
Although the Second Circuit vacated the district court’s judgment
dismissing antitrust claims, the district court again dismissed
antitrust claims against UBS in 2016. Certain plaintiffs have
appealed that decision to the Second Circuit. Separately, in 2018,
the Second Circuit reversed in part the district court’'s 2015
decision dismissing certain individual plaintiffs’ claims. UBS
entered into an agreement in 2016 with representatives of a class
of bondholders to settle their USD LIBOR class action. The
agreement has received preliminary court approval and remains
subject to final approval. In 2018, the district court denied
plaintiffs’ motions for class certification in the USD class actions for
claims pending against UBS, and plaintiffs sought permission to
appeal that ruling to the Second Circuit. In July 2018, the Second
Circuit denied the petition to appeal of the class of USD lenders
and in November 2018 denied the petition of the USD exchange
class. In January 2019, a putative class action was filed in the
District Court for the Southern District of New York against UBS
and numerous other banks on behalf of US residents who, since
1 February 2014, directly transacted with a defendant bank in
USD LIBOR instruments. The complaint asserts antitrust and unjust
enrichment claims.

Other benchmark class actions in the US: In 2014, the court in
one of the Euroyen TIBOR lawsuits dismissed certain of the
plaintiffs’ claims, including a federal antitrust claim, for lack of
standing. In 2015, this court dismissed the plaintiffs’ federal
racketeering claims on the same basis and affirmed its previous

dismissal of the plaintiffs’ antitrust claims against UBS. In 2017,
this court also dismissed the other Yen LIBOR / Euroyen TIBOR
action in its entirety on standing grounds, as did the court in the
CHF LIBOR action. Also in 2017, the courts in the EURIBOR lawsuit
dismissed the cases as to UBS and certain other foreign
defendants for lack of personal jurisdiction. In October 2018, the
court in the SIBOR / SOR action dismissed all but one of plaintiffs’
claims against UBS. Plaintiffs in the CHF LIBOR and SIBOR / SOR
actions have filed amended complaints following the dismissals,
which UBS and other defendants have moved to dismiss. In
November 2018, the court in the BBSW lawsuit dismissed the case
as to UBS and certain other foreign defendants for lack of
personal jurisdiction. Following that dismissal, plaintiffs in the
BBSW action moved in January 2019 to file an amended
complaint seeking to re-name UBS and certain other banks as
defendants. UBS and other defendants also moved to dismiss the
GBP LIBOR action in December 2016, but that motion was denied
as to UBS in December 2018. UBS moved for reconsideration of
that decision in January 2019.

Government bonds: Putative class actions have been filed since
2015 in US federal courts against UBS and other banks on behalf
of persons who participated in markets for US Treasury securities
since 2007. A consolidated complaint was filed in 2017 in the US
District Court for the Southern District of New York alleging that
the banks colluded with respect to, and manipulated prices of, US
Treasury securities sold at auction and in the secondary market
and asserting claims under the antitrust laws and for unjust
enrichment. Defendants’ motions to dismiss the consolidated
complaint are pending.

UBS and reportedly other banks are responding to
investigations and requests for information from various
authorities regarding US Treasury securities and other
government bond trading practices. As a result of its review to
date, UBS has taken appropriate action.

With respect to additional matters and jurisdictions not
encompassed by the settlements and orders referred to above,
our balance sheet at 31 March 2019 reflected a provision in an
amount that UBS believes to be appropriate under the applicable
accounting standard. As in the case of other matters for which
we have established provisions, the future outflow of resources
in respect of such matters cannot be determined with certainty
based on currently available information and accordingly may
ultimately prove to be substantially greater (or may be less) than
the provision that we have recognized.
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Note 15 Provisions and contingent liabilities (continued)

6. Swiss retrocessions

The Federal Supreme Court of Switzerland ruled in 2012, in a
test case against UBS, that distribution fees paid to a firm for
distributing third-party and intra-group investment funds and
structured products must be disclosed and surrendered to clients
who have entered into a discretionary mandate agreement with
the firm, absent a valid waiver.

FINMA has issued a supervisory note to all Swiss banks in
response to the Supreme Court decision. UBS has met the
FINMA requirements and has notified all potentially affected
clients.

The Supreme Court decision has resulted, and may continue
to result, in a number of client requests for UBS to disclose and
potentially surrender retrocessions. Client requests are assessed
on a case-by-case basis. Considerations taken into account when
assessing these cases include, among other things, the existence

of a discretionary mandate and whether or not the client
documentation contained a valid waiver with respect to
distribution fees.

Our balance sheet at 31 March 2019 reflected a provision
with respect to matters described in this item 6 in an amount
that UBS believes to be appropriate under the applicable
accounting standard. The ultimate exposure will depend on
client requests and the resolution thereof, factors that are
difficult to predict and assess. Hence, as in the case of other
matters for which we have established provisions, the future
outflow of resources in respect of such matters cannot be
determined with certainty based on currently available
information and accordingly may ultimately prove to be
substantially greater (or may be less) than the provision that we
have recognized.

Note 16 Guarantees, commitments and forward starting transactions

The table below presents the maximum irrevocable amount of guarantees, commitments and forward starting transactions.

USD million 31.3.19 31.12.18
Sub- Sub-
partici- partici-
Gross pations Net Gross pations Net
Not Not
Measured ~ measured Measured ~ measured
at fair value at fair value at fair value  at fair value
Total guarantees 1,840 17,434 (2,760) 16,514 1,639 18,146 (2,803) 16,982
Loan commitments 6,401 27,919 (690) 33,630 3,535 31,212 (647) 34,099
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Reverse repurchase agreements 29,284 2,038 8,117 925
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1 Cash to be paid in the future by either UBS or the counterparty.

Note 17 Currency translation rates

The following table shows the rates of the main currencies used to translate the financial information of UBS AG's operations with a
functional currency other than the US dollar into US dollars.

Closing exchange rate Average rate!

As of For the quarter ended
31.3.19 31.12.18 31.12.18 31.3.19 31.12.18 31.3.18
1 CHF 1.00 1.02 1.05 1.00 1.00 1.06
T e e e o
L g T s e
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1 Monthly income statement items of operations with a functional currency other than the US dollar are translated with month-end rates into US dollars. Disclosed average rates for a quarter represent an average
of three month-end rates, weighted according to the income and expense volumes of all operations of UBS AG with the same functional currency for each month. Weighted average rates for individual business
divisions may deviate from the weighted average rates for UBS AG.
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Cautionary Statement Regarding Forward-Looking Statements | This report contains statements that constitute “forward-looking statements,” including
but not limited to management’s outlook for UBS’s financial performance and statements relating to the anticipated effect of transactions and strategic
initiatives on UBS’s business and future development. While these forward-looking statements represent UBS’s judgments and expectations concerning the
matters described, a number of risks, uncertainties and other important factors could cause actual developments and results to differ materially from UBS's
expectations. These factors include, but are not limited to: (i) the degree to which UBS is successful in the ongoing execution of its strategic plans, including its
cost reduction and efficiency initiatives and its ability to manage its levels of risk-weighted assets (RWA) and leverage ratio denominator (LRD), including to
counteract regulatory-driven increases, liquidity coverage ratio and other financial resources, and the degree to which UBS is successful in implementing
changes to its businesses to meet changing market, regulatory and other conditions; (ii) the continuing low or negative interest rate environment in Switzerland
and other jurisdictions, developments in the macroeconomic climate and in the markets in which UBS operates or to which it is exposed, including movements
in securities prices or liquidity, credit spreads, and currency exchange rates, and the effects of economic conditions, market developments, and geopolitical
tensions on the financial position or creditworthiness of UBS's clients and counterparties as well as on client sentiment and levels of activity; (iii) changes in the
availability of capital and funding, including any changes in UBS's credit spreads and ratings, as well as availability and cost of funding to meet requirements for
debt eligible for total loss-absorbing capacity (TLAC); (iv) changes in or the implementation of financial legislation and regulation in Switzerland, the US, the
UK, the European Union and other financial centers that have imposed, or resulted in, or may do so in the future, more stringent or entity-specific capital,
TLAC, leverage ratio, liquidity and funding requirements, incremental tax requirements, additional levies, limitations on permitted activities, constraints on
remuneration, constraints on transfers of capital and liquidity and sharing of operational costs across UBS's affiliated entities or other measures, and the effect
these will or would have on UBS's business activities; (v) the degree to which UBS is successful in implementing further changes to its legal structure to improve
its resolvability and meet related regulatory requirements and the potential need to make further changes to the legal structure or booking model of UBS in
response to legal and regulatory requirements, proposals in Switzerland and other jurisdictions for mandatory structural reform of banks or systemically
important institutions or to other external developments, and the extent to which such changes will have the intended effects; (vi) UBS's ability to maintain and
improve its systems and controls for the detection and prevention of money laundering and compliance with sanctions to meet evolving regulatory
requirements and expectations, in particular in the US; (vii) the uncertainty arising from the timing and nature of the UK exit from the EU; (viii) changes in UBS's
competitive position, including whether differences in regulatory capital and other requirements among the major financial centers will adversely affect UBS's
ability to compete in certain lines of business; (ix) changes in the standards of conduct applicable to our businesses that may result from new regulation or new
enforcement of existing standards, including recently enacted and proposed measures to impose new and enhanced duties when interacting with customers
and in the execution and handling of customer transactions; (x) the liability to which UBS may be exposed, or possible constraints or sanctions that regulatory
authorities might impose on UBS, due to litigation, contractual claims and regulatory investigations, including the potential for disqualification from certain
businesses, potentially large fines or monetary penalties, or the loss of licenses or privileges as a result of regulatory or other governmental sanctions, as well as
the effect that litigation, regulatory and similar matters have on the operational risk component of our RWA as well as the amount of capital available for
return to shareholders; (xi) the effects on UBS's cross-border banking business of tax or regulatory developments and of possible changes in UBS's policies and
practices relating to this business; (xii) UBS's ability to retain and attract the employees necessary to generate revenues and to manage, support and control its
businesses, which may be affected by competitive factors; (xiii) changes in accounting or tax standards or policies, and determinations or interpretations
affecting the recognition of gain or loss, the valuation of goodwill, the recognition of deferred tax assets and other matters; (xiv) UBS's ability to implement
new technologies and business methods, including digital services and technologies and ability to successfully compete with both existing and new financial
service providers, some of which may not be regulated to the same extent; (xv) limitations on the effectiveness of UBS's internal processes for risk
management, risk control, measurement and modeling, and of financial models generally; (xvi) the occurrence of operational failures, such as fraud,
misconduct, unauthorized trading, financial crime, cyberattacks, and systems failures; (xvii) restrictions on the ability of UBS AG to make payments or
distributions, including due to restrictions on the ability of its subsidiaries to make loans or distributions, directly or indirectly, or, in the case of financial
difficulties, due to the exercise by FINMA or the regulators of UBS’s operations in other countries of their broad statutory powers in relation to protective
measures, restructuring and liquidation proceedings; (xviii) the degree to which changes in regulation, capital or legal structure, financial results or other factors
may affect UBS's ability to maintain its stated capital return objective; and (xix) the effect that these or other factors or unanticipated events may have on our
reputation and the additional consequences that this may have on our business and performance. The sequence in which the factors above are presented is
not indicative of their likelihood of occurrence or the potential magnitude of their consequences. Our business and financial performance could be affected by
other factors identified in our past and future filings and reports, including those filed with the SEC. More detailed information about those factors is set forth
in documents furnished by UBS and filings made by UBS with the SEC, including UBS’s Annual Report on Form 20-F for the year ended 31 December 2018.
UBS is not under any obligation to (and expressly disclaims any obligation to) update or alter its forward-looking statements, whether as a result of new
information, future events, or otherwise.

Rounding | Numbers presented throughout this report may not add up precisely to the totals provided in the tables and text. Percentages, percent changes,
and adjusted results are calculated on the basis of unrounded figures. Information on absolute changes between reporting periods, which is provided in text
and that can be derived from figures displayed in the tables, is calculated on a rounded basis. For prior periods, these values are calculated on the basis of
rounded figures displayed in the tables and text.

Tables | Within tables, blank fields generally indicate that the field is not applicable or not meaningful, or that information is not available as of the relevant

date or for the relevant period. Zero values generally indicate that the respective figure is zero on an actual or rounded basis. Percentage changes are presented
as a mathematical calculation of the change between periods.
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