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Cautionary statement

This presentation 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 executing its announced strategic plans, including its efficiency initiatives and its planned further reduction in its Basel Il risk-weighted assets
(RWA) and leverage ratio denominator (LRD); (ii) developments in the markets in which UBS operates or to which it is exposed, including movements in securities
prices or liquidity, credit spreads, currency exchange rates and interest rates and the effect of economic conditions and market developments on the financial
position or creditworthiness of UBS’s clients and counterparties; (iii) changes in the availability of capital and funding, including any changes in UBS’s credit spreads
and ratings, or arising from requirements for bail-in debt or loss-absorbing capital; (iv) changes in or the implementation of financial legislation and regulation in
Switzerland, the US, the UK and other financial centers that may impose more stringent capital (including leverage ratio), liquidity and funding requirements,
incremental tax requirements, additional levies, limitations on permitted activities, constraints on remuneration or other measures; (v) uncertainty as to when and to
what degree the Swiss Financial Market Supervisory Authority (FINMA) will approve reductions to the incremental RWA resulting from the supplemental operational
risk-capital analysis mutually agreed to by UBS and FINMA, or will approve a limited reduction of capital requirements due to measures to reduce resolvability risk;
(vi) the degree to which UBS is successful in executing the announced creation of a new Swiss banking subsidiary, a holding company for the UBS Group (including
the announced offer to exchange shares of UBS AG for shares of such holding company), a US intermediate holding company, changes in the operating model of
UBS Limited and other changes which UBS may make in its legal entity structure and operating model, including the possible consequences of such changes, and
the potential need to make other changes to the legal structure or booking model of UBS Group in response to legal and regulatory requirements, including capital
requirements, resolvability requirements and the pending Swiss parliamentary proposals and proposals in other countries for mandatory structural reform of banks;
(vii) 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; (viii) 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; (ix) 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; (x) 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 including differences in
compensation practices; (xi) 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; (xii) limitations on the effectiveness of UBS’s internal processes for risk management,
risk control, measurement and modeling, and of financial models generally; (xiii) whether UBS will be successful in keeping pace with competitors in updating its
technology, particularly in trading businesses; (xiv) the occurrence of operational failures, such as fraud, unauthorized trading and systems failures; and (xv) 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 2014. 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.
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Digitization of consumer behaviour

Deal volumes (#)

FinTech Investments

Investments (USDm) 1'108

1'791

2'537

3'175

4'590
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Disruptive technology & financial services

Financial Services disruption is greater than ever before

Market Universal banking model will become
Provisioning unbundled

Traditional term structuring and leverage
role of banks will be substituted by new
sources of capital

Digital Identity The benefits of scale will be eroded

Savings &

Investment Lending

Management Traditional mechanisms of measuring

customers’ risk profile will lose their
efficacy

Disruption will not be a one-time event,
rather a continuous pressure to innovate
Capital Raising

% l l BS Quelle: World Economic Forum, Disruptive Innovation in Financial Services, 2015 3



Digital attackers enter the banking market

Digital Banks

Digital Money Managers

mint .
Digital Money
Managers use data

aggregation to

& : )
| ' provide their
customers with

holistic views of their

According to McKinsey
& Company, winners in
the digital banking
space could realize a

profit upside of 40% or | -
more and digital Digital Investment Managers
institutions that resist

o accounts. Intuit
. S R bought Mint,
innovation could see up | © o n o " 899 previously run by
to 35% of their net — wealthfront | S Yodlee, last year.
profits erode. v Y®SDLEE
™ ~ Betterment
¢ FutureAdvisor - ] ] ]
Social Investing Digital Financial Advice
Black Rock is buying Future Advisor to
COVEStOT operate within its Solutions Technology EE\II"?'I%I\II.AL _
$13.5M in AUM Platform. Betterment has 120,000 client SiQFig 3,
accounts and $2.52 in AUM. Wealthfront » o
1,048 wikifolios ‘ ) has 35,500 clients and $2.51 B in AUM t
$220M in J jemstep
invested capital e-roro
2.75M users
>120M trades . .
As of January, Personal Capital had $1B in
00,000 II||1 AUM making it ahead of all other start-up
, users i . companies in this space.
creating content Trggaeﬁm\ﬂg P P
for audience of OB In
40M 500,000 accounts . . . . .
Source: https://www.forrester-com/report/Disrupting+Fimance+Sociat+nvestingr=/E=
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Disruptive technology themes and business trends

Artificial Intelligence
step-changes functions
and processes

Cloud and shared economy

technology lowers cost to offer

products and services

Customer Experience |
disrupted and bank's front-end
disintermediated |

Machine Learning

) > =z b, 4

Automation of client
sales and services

Crowd-sourcing
of capital

Digital utilities for
financial services
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The value chain will split up further

More efficiency,
especially
in the back-office

v

Increased
cooperation on the
Infrastructure

3 UBS

+

Differentiation
at the client interface

v

Strong ecosystem for
innovation,
incl. Start-ups

Sustainable business
model
for the financial centre




UBS starting from a strong position

Largest Bank in Leading investment Highest security
: Enormous outreach
Switzerland competence standards

g

UBS Switzerland Wealth Management Investment Bank

UBS Wealth Management
Best Global Private Bank
and

Best Use of Technology
2015

[ R PR N
e =

=) UBS Asia Pacific UBS Neo :“ i

W Best Private Bank in Asia

pest 2015 InsuranceRisk  f - waters
- WINNER e i rankings
CI\M - 2013 i WINNER u015

MYPRIVATEBANKING “ UBS Asia Pacific -
— " rfesearch . . .
REM SUINEYS Best Family Office s s ﬁt
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Transforming ldeas into Business

Gate 1 D+E Funding
Stage 1 Stage 2 Stage 3 Stage 4
Exploration Ideation Incubation Acceleration Stage 6
Transmission Stage 7
Define and research
themes, building thought

knowledge/expertise of Scale beyon the
mature innovations info initial MVP
operations

filtering, tumning ideas into plan activities towards allowing a client facing
project proposals, and POC/experiment(s) expeniment, to validate in a

leadership, looking forward
20 years, fitting within the
UBS strategy

sourcing intrapreneurs / validating the hypotheses business- realistic
support ecosystem under controlled conditions environment

I
I
I
I
Idea generation and Elaborate project scope, Developing prototype , | Transition Scale
I
I
I
I

Beyond methods and structures...

« Accelerator approach — succeed and fail and learn faster

Leverage internal power — we have excellent ideas and people in place

Build out our external ecosystem and partnerships to extend our capabilities

Jointly drive innovation with business and central functions

Don’t stop - Innovation is a multi-year journey

Source: UBS

% ...with everyone being innovative
UBS ’



Innovation through collaboration and partnerships

Group
Innovation
Board

o UBS

UBS Management Start-ups

Business

Strategy and Open and

Execution approachable
ecosystem

UBS Employees Partners &
Regulators

Leverage of Internal Shared vision
expertise and roadmap

Die Geld-senden-
und-anfordern-App.

UBS Paymmit: i alle. Auch ohne UBS Konto.



http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCMeFxbe628cCFcRyPgod0W4IDQ&url=http://fortmillec.org/event/fmec-board-of-directors-meetings-12/&bvm=bv.101800829,d.cWw&psig=AFQjCNFPRNsObOrXwzCdpv-EDgKBjBjYrQ&ust=1441390017429840

UBS Future of Finance Challenge
#UBSinnovate

A global competition to seek out entrepreneurs, start-ups, and growing companies with
innovative ideas and disruptive technologies to transform the banking industry.

_ R RS
The Client W W
Experience The Secure Banking

N\

The Banking
Efficiency Challenge

Challenge

» >90 million impressions generated by the social media campaign

» 600+ submissions entered for regional finals in Singapore, London, New York,
Zurich

» Internal collaboration through evaluators and mentor program

o UBS 0



Emergence of global fintech hubs

There is vigorous competition between leading global financial and technology centres to
dominate the fast growing FinTech market

Leading global FinTech hubs are split clearly into two tiers:

Tier 1 (London, Silicon Valley & New York)
Tier 2 (Singapore, Berlin, Australia and Hong Kong)

2015 rank by ecosystem Attribute Top Fintech Adoption Rates, By Country*

29%

Hong Kong

Total points

us 17%

UK == 2 3 1 3 9

California (CA) % 1 1 6 2 10 SRS _15%

New YorkNY) e 3 2 7 1 13 o | -~

Singapore (5G) amst 4 7 2 & 19 Australia _13%

Germany (DE) = 6 4 5 5 20 anes [

Australia (AU) a 5 5 3 T 20 iiv:;;ii _16%

Hong Kong () ) ! 6 4 4 i s opsmenswsssomse DI INTELLIGENCE
Source: EY

Source: Bl Intelligence
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Local fintech landscape in Switzerland

Moderate Digital Banking readiness?

Less than 1% of Capital is invested in

United Kingdom
Singapore
Denmark
Sweden
Netherlands
United States

Australia

Committed to
digital banking

Morway

Austria

Belgium Undecided

(H O|_d_0n to
traditions,

France
Germany
Canada

Spain

or go for new
experience?)

South Africa

United Arab Emirates
Poland

Italy

China

Czech Republic

Not yet an
attractive
environment

FinTech Startups

Financial
services

Others

19,3%

Live

Turkey sciences
Malaysia
Brazil
Interview-based index
(Max. = 70 points)
% UBS Source: A.T. Kearney & EFMA, 2013 Source: European Private Equity and Venture Capital Association 12
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Regulatory uncertainty remains a challenge for
collaboration

What challenge did/do you face in dealing with FinTech/Araditional financial companies?

Traditional financial companies say: FinTech companies say:

53% 17 securiy 5490 management & cuture

0 Regulatory Differences in
49 /O uncertainty 47% operational processes
400/ Differences in 430/ Regulatory

O business models 0 uncertainty

Source: "Blurred lines : How FinTech is shaping Financial Services" — Global FinTech Report March 2016 © 2016 PwC
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Pace of regulatory change increased

Number of alerts issued by regulators

) Alerts relate to updates to
worldwide regulatory rulebooks and other
announcements - policy
40.603 papers, enforcement notices,
speeches.
26.950
17.763
14.215
12.179
8.704 10.075 I I
2008 2009 2010 2011 2012 2013 2014

3 UBS

"The peak of regulatory change may be someway off" by David Craig © Thomson Reuters, March 2016
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Key areas that could benefit from regtech

Risk data aggregation, management and regulatory reporting

Modelling, scenario analysis and forecasting

(Real-time) payments monitoring, reporting, blocking and tax compliance
Identity verification

Monitoring behaviour and organizational culture

Real-time trading on financial markets

N o 0o & W Do

Making financial institutions more aware of regulatory developments

% l I B Source: "RegTech in Financial Services : Technology Solutions for Compliance and Reporting" by Bart van Liebergen, Andres Portilla, Kristen Silverberg and Conan French

© Institute of International Finance, March 2016 15



Active and evolving role of regulators in recent

Australian regulator ASIC launches innovation hub (now in talks with FCA about RegTech)
UK 2015 budget mandates regulators to support RegTech

ESMA publishes call for evidence on investment using digital currencies or blockchain
technologies

Singapore regulator sets up FinTech and Innovation Group, incl. a "Technology Infrastructure
Office" focusing on cloud computing, big data and blockchain

October
2015

UK government invests additional GBP 10 million in blockchain research

November
2015

FCA issues call for input on facilitating the development and adoption of RegTech

<
D
—
wn

February
2016

ECON report on virtual currencies calls for a horizontal DLT taskforce under leadership of the
commission

BaFin publishes expert article on blockchain

MAS sets up a FinTech office to promote Singapore as a FinTech hub and provide assistance
to the FinTech community

Source: "The RegTech ecosystem: in depth analysis (part 3 of 3)" by Mark Robinson © regtechfs.com, March 2016
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Bitcoin - a risky business?

“ Bitcoin’s Price Plummets As Mt. Gox “ Dark Net Drug Sales Using Bitcoins

Goes Dark, With Massive Hack Are Booming After Fall Of Silk Road
Rumored Marketplace
Forbes — February 25, 2014 IBTimes — June 10, 2015

3 UBS
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Blockchain - part of the future of finance?

“  Blockchain initiative backed by nine  ® Bank of England Economist

large investment banks. Proposes National Digital
Currency.
FT — September 15, 2015 CoinDesk — September 18, 2015

3 UBS
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WEF Sees Blockchain as a business model
disruptor

Crypto Currencies

Cashless World

c 2
T Machines : 3
5] I}
] Alternativ 3
8 Lending Shifting p
. % Customer 'm_
° New Preferences 3
< Market Platforms 39'
2 Atk 3

Smart Contracts

Source: World Economic Forum

3 UBS
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Blockchain Investments Increase

560

250

1995 Internet 2013 Blockchain 2014 Blockchain

Note: Venture capital investments (US$m). Source: VentureScanner, December 2015

o UBS

888

2015 Blockchain
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Current operating model

Central utilities mitigate risks and offer conveniences like electronic transfers

Commercial Commercial Securities
Bank Bank depository

Financial Central Requlators Correspondent EMIs
Messaging Banks J Banks

& UBS n



Current operating model

Semi-automated, semi-proprietary process and related issues and risks

Process Issues

Intermediary Fees Settlement Delays

Issuance

Failure handling

Investment Operational

‘ New Failure Vectors New Attack Vectors
»  Financing Complexity P y
Risks
-
‘ > Settlement
»  Corporate Actions
‘ » Collateral Management Custody

& UBS
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Hypothetical Operating Model

Potentially mitigate some of trusted central utility's risks and issues by moving towards a
distributed autonomous organisation (DAQO) intermediation model

Centralized Distributed

L Payee
L
L
Clearing : Miner /
Agency Miner
L . L
Payee Miner
Miner
Payer
Payer\ :
L Miner Miner L

o UBS



Bitcoin blockchain explained

1 Signed transaction 2 Transaction Chain 3 Network
B :
O ¢ W)W f’ X
i A 2 R
Pasl' oy Paad X
5% oo, Pt 0
X X
6 Block chain 5 Proof of work 4 Block

R -8

Header Nonce Hash

°
Difficulty >

Source . http://businessinsider.com
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New blockchain protocols

Asset Tokens

Cryptocurrency

3 UBS

Distributed Apps &
Smart Contracts

25



Manage many real world assets on blockchain

Distributed

Ledger

& UBS



Hypothetical operating model

Smart contract code can autonomously hold and transact own assets

Distributed Autonomous Organisations

Smart Contracts Smart Oracles

Business Logic

Protocol Fabric

o UBS .



Potential benefits for State, Banks and Clients

Automated

—~————

Real time

o UBS

Reporting could
become bi-product of
doing business

Regulatory compliance
could be guaranteed by
crowd executed code

Could be used to
automate business
admiration tasks like tax
collection

Offers possibility of
real time systemic
risk analysis

T ) T

No single point
of failure solution

Could reduce market
participation costs and
reduce risk of fraud

Could reduce incidents
of fails and associated
manual intervention
costs

Opportunity to improve
liquidity management
and collateral efficiency

Possibly cheaper and
open to competition

Possibly cheaper and
safer financial
transaction services

Possibly cheaper and
more reliable services
also automating clients'
administration tasks

Could reduce risk,
improve capital efficiency
and access to operating

assets

28



UBS Crypto 2.0 lab and team

On a pathfinder mission for better financial services

» Level 39 is the largest UK FinTech space with
great access to talent and partners

» Collaborative workspace equipped for 12 people

3 UBS

Our Lab at Level 39

Our Lean Team

w

Alex Batlin lan Cusden
Lead Senior

Technologist

vk

PauI Yardley Robert Jones
Business Business
Analyst Analyst
o
: 39
Shane Williams Hyder Jaffrey
WM Lead IB Lead

UBS Virtual Team UBS Virtual Team
Business SMEs Technology SMEs

Joseph Goulden
Technologist

Claudio Lisco
Project / Knowledge
Manager

lan Bond
Ops Lead

EL

L39 Community
Fintech Startups

29



The lab drives ideas, experiments and spin outs

Use Case 1 Use Case 2
A
A
Commercialise
® Use Case
Funding
A
Accelerate
[ J [ ]
A A
Lead / Support Experiments : Definitior > Implementaiion > Recommendation
Incubate Topic Funding
~undamental Research : Monitor > Learn > Educate > Discover

Indicative Business Case Proof of Concept Business Case Prototype Minimum Viable Product

o UBS »



Blockchain disruption evaluation framework

Digital based?

Intermediation based?
Business viable?

Real-time settlement required?

1 1

1 1

1 1

: : Technically viable?
Transparency required? I I

1 1

| |

1 1

1 1

1 1

Not strictly confidential?
Not high throughput?
Not low latency?

» Conduct compliance required? » Not highly integrated?

Reporting required
Human intensive?
Capital intensive?
Legacy technology intensive?

——__ I
Business Model Lens Technical Lens Regulatory Lens Operational Lens
SN~— -

AR 4 4 40 4 40 A A 4
v v vw

New use case under evaluation

Intermediation
Patterns

Swapping assets -«
Pledging
Escrowing
Novating
Netting --....... .
Proving ownership
Custody e e e N e roro . . )
Payment servicing
Matching
Pooling .
voting e

1
Blockchain :
Capabilities i

Cryptography :

*» P2P networking |
y Distributed ledger :
1

1

Smart contracts
®» Consensus

----- » Examples of dependency between Intermediation Patterns, System Requirements and corresponding Blockchain Capabilities examined through the lenses for each use cas

& UBS "



On-chain flat money and digital identity vision

Visions ;

Possibilities

|
I
I
I
1
I

Smart Property

Digital Identity Opportunities !
1

RUPES
’ Smart &\3\&@

Present 0 Future

~ sjuawAedomnip
(TP
—
-
aNst

Design thinking

Foresight thinking

- - - : \
Design fiction ><
A
Sources: http://ubs-y.com/
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Strategic fit observations

High
@ Current
Blockchain
Low
Real-time Cost Risk Latency Volume ‘ Finality

j

Post trade clearance, settlement & reporting/

High frequency trading X

o UBS



Building on open collaboration

o UBS

Regulators Peer Banks
and Central and other
Banks FMIs

Crypto 2.0
ecosyste

Accelerators m
and VCs

Tech companies
and startups

Academia and
Thought Leaders

34



Blockchain R3 CEV DLG Consortium

v
“ The addition of this new group of banks

demonstrates widespread support for innovative
distributed ledger solutions across the global
financial services community

David Rutter, R3 CEO - September 29, 2015

» Currently the partnership counts 42 global banks*

» 11 member banks have established a private distributed ledger using Ethereum
and Microsoft Azure for blockchain experimentation

*As of December 17, 2015

3 UBS

35


http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCLWV1YH0hMgCFYm6FAodOUYCsA&url=http://www.coindesk.com/r3cev-distributed-ledger-wall-street/&psig=AFQjCNFr8O8-Esupkn1Q3C-6BoG8PxzZQg&ust=1442814232834416

Smart Bond

Traditional Bonds Smart Bonds on Blockchain

E‘@ Issuance Investment ’
L

Issuer Bank | Broker Investor

Regulator
Clearing & Settlement

CCP | CSD | Custodian

CSD = Central Securities Depositary; CCP = Central Counter Party Clearing House

P Intermediaries can DVP settle issuer to investor
novated trades, conduct multilateral netting,
manage collateral and report back to regulators and
clients

E@ Blockchain '
9

Issuer = Investor

Smart Bond Central Bank

Regulator

= signing key & blockchain address

» Smart bond autonomously escrows trades, keeps
immutable ledger of owners, auto pays coupons
and maturity, and keeps full transaction history, also
available to participants in real time

o UBS
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Strategic learnings from research and experiments

Current Challenges

The technology needs further developments
to ensure adequate speed and scalability

Technology standards need to be adopted,
ideally within an open source framework

Strategic architecture needs further
exploration

Despite growing interest from Regulators and
Central Banks, the legal framework is still
unclear

Transactions finality can't be achieved on
chain without the introduction of "crypto
cash", FIAT currency on blockchain

Digital identity on blockchain needs to be
addressed to ensure compliance with KYC
and AML regulations

Potential benefits

Truly real time transactions allowing risk
reduction and better capital management

Truly distributed ledger and execution
allowing significant reduction of risk and cost
due to intermediation

Improved regulatory effectiveness, with
KYC, AML and real time transaction checks
embedded on blockchain

Smarter and cheaper financial services for
our clients, able to improve financial inclusion

Huge potential for green field initiatives,
such as new asset classes and smart
products

Huge potential for integration with other
emerging technologies, such as Al and loT
to implement the future of finance

Potential new platform for industry collaboration

3 UBS
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Contact information

Alex Batlin
Senior Innovation Manager
Email: alex.batlin@ubs.com

Www.ubs.com
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