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This Form 6-K consists of UBS Group AG and UBS AG's Global Reporting Initiative (GRI) 2018 Document, which
appears immediately following this page.
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Our approach to long-term value creation
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UBS Group AG consolidated

About this GRI Document

We strive to report openly and transparently about our firm’s sustainability approach and
activities, consistently applying our firm's information policy and disclosure principles. The
core medium for our sustainability disclosure is this UBS GRI Document, supplemented - as
referenced in the GRI Content Index - by other relevant information, which can be found in the
UBS Annual Report 2018.

We have included the following sections from the UBS Annual Report 2018 at the beginning of
this document:

— Our strategy

- Performance targets and measurement

— Our businesses

— Our environment

- How we create value for our stakeholders

Except where clearly identified, all of UBS’s sustainability information included in this GRI
Document is presented for

UBS Group AG and all its subsidiaries. Information on our consolidated subsidiaries can be
found in Note 31 “Interests in subsidiaries and other entities” in our Annual Report 2018. UBS
AG consolidated information does not differ in any material respect from UBS Group AG’s
consolidated information.

We use the Global Reporting Initiative (GRI) as the basis for our sustainability reporting and
apply a careful process weighing up the materiality and relevance of the information reported
and the expectations of all our stakeholders.

This document also includes our group’s disclosures of non-financial information required by
Germany'’s implementation law of EU directive 2014/95 (CSR-Richtlinie-Umsetzungsgesetz /
CSR-RUG) (nichtfinanzieller Konzernbericht). A table at the end of this document (page 143)
provides the references to such non-financial information.

This GRI Document has been reviewed by Ernst & Young Ltd (EY) against the GRI Standards
(limited assurance). The content has been prepared in accordance with the GRI Standards,
Comprehensive option, as evidenced in the EY assurance report. Both, the GRI content index
and the assurance report, have been included in this document and can also be downloaded
from www.ubs.com/gri.

15 March 2019
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UBS Group AG and UBS AG

Contacts
UBS Corporate Responsibility Management

The Corporate Responsibility team manages UBS’s sustainability disclosure and also acts as
information provider for sustainability-related enquiries.

cr@ubs.com

Terms used in this report, unless the context requires otherwise

“UBS,” “UBS Group,” “UBS Group AGUBS Group AG and its consolidated subsidiaries
consolidated,” “Group,” “the Group,’l “we,”
“us” and “our”

“UBS Group AG” and “UBS Group AG|UBS Group AG on a standalone basis
standalone”

2
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Chairman’s statement

Chairman’s statement

In this statement, UBS Chairman and Corporate Culture and Responsibility Committee (CCRC)
Chairman Axel A. Weber provides his views on UBS’s long-term value creation

We see a strong business rationale for catering to the growing importance of and demand for
sustainability. We have set ourselves the goal to create long-term positive value for clients,
employees, investors and society. Our goal carries with it a clear responsibility for taking a
leading role driving change towards a positive future.

Our approach is particularly apparent in the key subject of “sustainable investing.” UBS is
developing sustainable and impact investing products, which combine a financial return with a
“societal return.” Our long-term investment themes, for instance, look at important topics such
as new technology, health, climate or retirement - and our experts analyze which companies
help tackle these challenges and which ones might be more at risk of being negatively
impacted by them.

Other teams within our bank are also very actively working on making the world a better
place, often together with our clients. This includes the UBS Optimus Foundation and our
Philanthropy Advisory function. They are constantly exploring new ideas to help clients
leverage their financial means to achieve social ends.

Last but not least our Community Affairs teams, and all the employees around the globe that
are involved in the Community Affairs programs, devote time, energy and resources to
address pressing needs in local communities.

These are key examples of activities that contribute to our firm’s approach to sustainability. As
Chairman of the Board and Chair of our Corporate Culture and Responsibility Committee,
| have to ensure - together with my colleagues on the Board as well as Sergio Ermotti and his
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colleagues on the Group Executive Board - that we deliver on it.

In order to do so, we must be very alert to how expectations by our most important
stakeholder groups change, and we must adapt to and accommodate these changes. We
recognize that

it is important to understand key societal challenges and opportunities, to consider their
relevance to UBS and to identify potential actions our firm may need to take. We apply

various approaches to better understand which topics our stakeholders regard as most
relevant, including through our annual UBS Materiality Assessment, as defined by the Global
Reporting Initiative. In 2018, the CCRC again carefully considered the results of this
assessment as it provides us with valuable insights into how effective our firm’s efforts already
are, and how we can continue our journey towards long-term value creation.

UBS’s commitment to the UN Global Compact

UBS was among the 44 companies that first signed the UN Global Compact upon its launch in
2000 and is committed to its principles on human rights, labor standards, the environment
and anti-corruption. We are also a member of the UN Global Compact Network Switzerland. As

reflected in detail in this document, we have a comprehensive set of commitments and
activities in place pertaining to the principles of the UN Global Compact.

Axel A. Weber

Chairman of the Board of Directors
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Extract from the UBS Annual Report 2018

Our strategy, business model and environment

—  Our strategy

— Performance targets and measurement
— Our businesses

- Our environment

- How we create value for our stakeholders
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Our strategy, business model and environment (section from the UBS 2018 Annual Report)
Our strategy

Our strategy
Attractive business model

Our strategy is centered on our leading global wealth management business and our premier
personal and corporate banking business in Switzerland, complemented by our focused
investment bank and global asset manager. We concentrate on capital-efficient businesses in
our targeted markets, where we have a strong competitive position and an attractive
long-term growth or profitability outlook.

We are the preeminent global wealth manager to high net worth and ultra high net worth
clients, based on invested assets. We have a strong presence in the largest market, the
United States, and the leading position in the fastest-growing region, Asia Pacific, based on
invested assets. Our global wealth management business benefits from its scale, which is
difficult to replicate organically, and leading positions across the high net worth and ultra high
net worth client segments in an industry with attractive growth prospects. The partnership
between our business divisions is critical to the success of our strategy and a source of
competitive advantage.

Capital strength is the foundation of our strategy and our business model is capital-accretive
and capital-efficient.

Long-term value creation through cost- and capital-efficient growth

We are managing UBS for the long term, focusing on sustainable profit growth and
responsible resource deployment. We aim to balance growth opportunities with cost and
capital efficiency in order to drive attractive risk-adjusted returns and sustainable
performance.

Revenue growth

We believe we can grow our revenues at least at the rate of global economic expansion over
the cycle, by executing our plans with discipline and by taking advantage of favorable market
and industry trends. Improved collaboration and partnership across our business divisions
provide further revenue growth potential and enable us to better meet the needs of our ultra
high net worth and Global Family Office clients.

Geographically, we expect the US and Asia Pacific to be the strongest contributors to future
profit growth. We are already a strong player in the US and Latin America, with ambitions to
grow further by capturing market share and benefiting from secular growth trends. We
believe Asia Pacific, particularly China, presents a significant long-term opportunity, given its
economic expansion and wealth creation. Our competitive position in the region is strong and
we are well positioned to capture the growth opportunities across our businesses. In
Switzerland, our home market, we intend to reinforce our leadership position. In Europe, the
Middle East and Africa, we want to leverage our existing capabilities to grow our market
share during the further consolidation that is expected in the financial services industry.
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— Refer to “Industry trends” in the “Our environment” section of this report for more
information on the expected industry consolidation

Cost efficiency

We are a cost-conscious organization with objectives to improve our overall cost efficiency.
Our aim is to keep costs, excluding performance-based compensation which is linked to
revenues, broadly flat over the next three years, while growing our revenues.

We plan to continue to invest in technology to improve efficiency and effectiveness, drive
growth and better serve our clients.

In order to further strengthen the business divisions’ ownership of Corporate Center costs and
align Group and divisional performance, we have adjusted our Corporate Center cost
allocation methodology. A higher proportion of these costs will be allocated to the business
divisions from the first quarter of 2019.

— Refer to the “Significant accounting and financial reporting changes” section of
the Annual Report for more information on the changes in cost allocations to
business divisions

Capital efficiency

We remain disciplined when deploying capital across our businesses, aiming to cover the cost
of capital where capital is allocated.

We are improving transparency and accountability regarding the use of resources, allowing
the business divisions to further optimize their capital usage and pursue growth opportunities
in a capital-efficient manner. Consequently, we have adapted our equity attribution
framework and, from the first quarter of 2019, will further allocate to the business divisions
resources that were previously centrally held.

— Refer to “Equity attribution and return on attributed equity” in the “Capital
management” section of the Annual Report for more information on how equity is
attributed to our business divisions

— Refer to the “Significant accounting and financial reporting changes” section of
the Annual Report for more information on the changes in resource allocations to
business divisions

Attractive capital returns

Our capital strength and capital-accretive business model allow us to grow our business while
delivering attractive capital returns to our shareholders.

We aim to increase our ordinary dividend per share at a mid-to-high single-digit percentage
each year. We also aim to return excess capital, after accruals for ordinary dividends, most
likely in the form of share repurchases. We consider our business outlook and capital plan, as
well as other developments, in determining excess capital available for share repurchases.
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Performance targets and measurement
Targets, ambitions and capital and resource guidelines

In October 2018, we refined our performance target framework, introducing more specific
targets and ambitions for the Group and business divisions. Our targets and ambitions are
underpinned by our latest three-year strategic plan. Our strategic plan reflects our strategic
initiatives, management actions as well as certain economic and market assumptions. The
changes take into account the effects of the changes in Corporate Center allocations and our
equity attribution methodology, which came into effect on 1 January 2019.

Targets are measured on an annual basis, except our adjusted profit before tax growth
targets for Global Wealth Management, Personal & Corporate Banking and Asset
Management, and the adjusted return on attributed equity target for the Investment Bank, all
of which represent the average annual performance we aim to deliver over the cycle.

The table on the next page shows the performance targets, ambitions, and capital and
resource guidelines for the Group and business divisions for the 2019-2021 period. Our targets
represent what we expect to achieve in the short term. Our ambitions reflect what we aim to
achieve within the next three years.

Both Group and business division performance against targets are taken into account when
determining variable compensation.

— Refer to “Performance and compensation at a glance” in the “Compensation”
section of this report for more information on variable compensation

Group targets and ambitions

Our Group targets reflect our overarching goal of growing our business while delivering
attractive capital returns and maintaining disciplined resource management.

Regulatory capital plays an important role in how we manage our business. It drives our
regulatory capital ratios, which are a key input for defining our risk appetite and a primary
constraint on our ability to invest or return capital to shareholders. We have therefore
adopted return on common equity tier 1 (CET1) capital as a Group target, aiming at around
15% on a reported basis in 2019, with an ambition to improve to around 17% by 2021.

For our cost efficiency target, we believe adjusted financials better reflect our fundamental
business performance than reported financials. Our reported and adjusted results have been
converging as we have reduced restructuring expenses, and we expect this convergence to
continue. We are targeting an adjusted cost / income ratio of around 77% in 2019, with the
ambition to improve to around 72% by 2021.

Divisional targets and ambitions
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Our divisional targets include measures of profitability, efficiency and growth, tailored to the
strategic objectives and market conditions of each business division, and underpin our Group
targets.
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Our strategy, business model and environment
Performance targets and measurement

Targets, ambitions and capital and resource guidelines 2019-2021

Capital /
resource
Targets Ambitions|guidelines
FY19 FY19-21 FY19-21
1 Rep.orted return on CET1 ~15% ~17%
capital
Group 2 rAaoLJil(Jﬁted cost / income ~77% ~72%
3 |CET1 capital ratio ~13%
4 |CET1 leverage ratio ~3.7%
5 JAdjusted pre-tax profit 1o
Global growthl 10-15%
Wealth 2 |Adjusted cost / income
Management ratiol ~75% ~70%
6 |Net new money growth 2-4%
5 |Adjusted pre-tax profit o
growth? 3-5%
Personal & T q .
Corporate 2 A j.UEte cost / income ~599% ~56%
Banking ratio
7 , . 145-155
Net interest margin b
ps
5 |Adjusted pre-tax profit
growth? ~10%
Asset 2 |Adjusted cost / income
Management ratiol ~72% ~68%
6 |Net new money growth 3-59%
(excl. money markets) °
8 |Adjusted return on ~15%2.3
attributed equity? °
Investment 2 |Adjusted cost / income
Bank ratiol ~78% ~75%
9 |RWA and LRD in relation ~1
to Group 3

2 Over the cycle.

1 Refer to the “Group performance” section of this report for information on adjusting items.

3 Repositioned from a minimum return to a performance target.

|

Definitions

1 Reported return on CET1 capital
divided by average CET1 capital.

2  Adjusted cost / income ratio
adjusted operating income before credit loss (expense) / recovery.

Net profit attributable to shareholders

Adjusted operating expenses divided by
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3  CET1 capital ratio CET1 capital divided by risk-weighted assets
as of period end.

4  CET1 leverage ratio CET1 capital divided by leverage ratio
denominator as of period end.

5  Adjusted pre-tax profit growth Change in business division adjusted profit
before tax between current and comparison periods divided by business

division adjusted profit before tax in the comparison period. For Asset
Management, this metric excludes the effect of business exits. For
Personal & Corporate Banking, it is measured in Swiss francs.

6 Net new money growth Net new money for the period (annualized as
applicable) divided by invested assets at the beginning of the period.

7 Net interest margin Net interest income (annualized as
applicable) divided by average loans.

8 Adjusted return on attributed equity (ROAE) Business division adjusted
operating profit before tax (annualized as applicable) divided by average attributed equity.

9 RWA and LRD in relation to Group Risk-weighted assets (RWA) or leverage
ratio denominator (LRD) attributed to the Investment Bank divided by total
Group RWA or LRD, as applicable.
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Our businesses
Working in partnership

We operate through four business divisions — Global Wealth Management, Personal &
Corporate Banking, Asset Management and the Investment Bank — as well as our Corporate
Center.

We see partnership as key to our growth, both within and between business divisions. We are
at our best when we combine our strengths to provide our clients with more comprehensive
and better solutions.

Our global reach and the breadth of our expertise are major assets that set us apart from our
competitors. Combining our strengths makes us a better firm. Initiatives such as the Group
Franchise Awards encourage employees to look for ways to build bridges between areas and
offer the whole firm to our clients.

How we deliver the whole firm to our clients - examples
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Our strategy, business model and environment (section from the UBS 2018 Annual Report)
Our businesses

Global Wealth Management

We are the preeminent global wealth manager to high net worth and ultra high net worth
clients, with USD 2.3 trillion in invested assets. Our goal is to provide tailored investment
advice and solutions to private clients, in particular in the ultra high net worth and high net
worth segments.

At the start of 2018, Wealth Management and Wealth Management Americas were combined
into a single unit designed to better deliver our services to clients, realize meaningful
improvements in efficiency and accelerate growth for our shareholders. We combined the
central functions of Chief Investment Office (CIO), Investment Platforms and Solutions (IPS),
Client Strategy Office (CSO) and Chief Operating Office (COO), which enables us to operate
these central functions efficiently and effectively support the regional business units, which
remain close to our clients with decentralized service delivery. The unification of the ultra high
net worth business unit enables us to leverage best practices in serving the wealthiest
individuals globally and supporting our growth ambitions by working closer together. We have
established a referral and collaboration framework that fosters cross-regional teamwork.

Our focus

We serve high net worth and ultra high net worth individuals, families and family offices
around the world and affluent clients in selected markets. Our business is focused on the high
net worth and ultra high net worth segments, including family offices. Our unified Global
Wealth Management division helps us to better serve clients with global needs. We are
already a market leader in the ultra high net worth segment outside the US.1 We believe that
Global Wealth Management can become the firm of choice for the wealthiest clients both in
and outside the US. We expect that increasing our market share with ultra high net worth
clients in the US could generate approximately USD 70 billion of cumulative net new money
from 2019 to 2021.

We expect that our business growth will occur primarily in the US, in part from the initiatives
described above, and in Asia Pacific, where we are already the largest wealth manager based
on invested assets.

We are focusing on increasing mandate and lending penetration with innovative solutions for
our clients as well as enhancing the advisors’ productivity in these regions by making
operational processes more efficient. Additionally, we aim to maintain low attrition and to
increase our share of clients’ business.

As of 31 December 2018, approximately 80% of invested assets booked outside the Americas
were on the Wealth Management Platform. We plan to eventually converge to a single
operating platform outside the Americas. In parallel, we are working on creating the Wealth
Management Americas Platform in collaboration with third-party software provider
Broadridge. This platform is anticipated to improve advisor productivity and support advisors
in growing their businesses. We expect the platform, scheduled to go live in 2021, to increase
efficiency and scalability.
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— Refer to “Our focus on technology” in the “How we create value for our
stakeholders’ section of this report for more information on the Wealth
Management Platform and Group-wide technology spend

How we operate

We have a global footprint, with a strong presence in the world’s largest and fastest-growing
markets. The US is our largest market, representing more than 50% of our invested assets.
We are the largest wealth manager in Asia Pacific and the second largest in Latin America,
based on invested assets.!

In Switzerland, we maintain the leading market position and collaborate closely with Personal
& Corporate Banking, Asset Management and the Investment Bank.

Our broad domestic footprint in Europe enables us to provide locally adapted offerings, while
local offices across Central Europe, the Middle East and Africa keep us close to our clients.

Collaboration with the Investment Bank and Asset Management allows us to offer ultra high
net worth clients tailored institutional coverage and global execution.

— Refer to “Working in partnership” in this section for more information on the
Global Family Office

We continue to control costs and are focused on identifying new synergies across Global
Wealth Management. We expect to reduce costs by USD 600 million over the next three years
by delayering and removing duplicate functions, reducing replacement hiring and optimizing
third-party spending. At the same time, we expect to make strategic investments totaling
more than USD 1 billion through 2021, including USD 600 million in technology, to further
improve client and advisor experience.

Our main competitors are either large US players, but with less reach outside the US —

- including Bank of America, Citigroup, JPMorgan Chase, Morgan Stanley and Wells Fargo - or
geographically diverse firms without our scale or US exposure, such as BNP Paribas, Credit
Suisse, Deutsche Bank, HSBC and Julius Baer. Our size and diversified client portfolio are
exceptional and would be difficult and expensive for other wealth managers to replicate
organically.

1 Statements of market position for Global Wealth Management are UBS's estimates based on
published invested assets and internal estimates.

10
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What we offer

By operating as a single business, we aim to offer our clients the best wealth management
solutions, services and expertise globally.

We deliver our investment solutions through our IPS offerings, including flagship investment
mandates, consisting of our innovative long-term themes and sustainable investment
offerings. Our core investment solutions consist of: UBS Transact, a self-directed account
granting clients access to UBS execution capabilities and the UBS House View; UBS Advice,
which adds portfolio monitoring against an agreed investment strategy to self-directed
accounts; and UBS Manage, a discretionary mandate solution where we use our expertise to
invest clients’ assets according to a predefined investment strategy. We provide our clients
with investment analysis and thought leadership and formulate our client investment
strategies through the CIO and the CSO. The CIO provides a concise, comprehensive UBS
House View, which identifies and communicates investment opportunities and market risks to
help protect and grow our clients’ wealth over generations. The CSO aims at deepening the
firm’s understanding of clients’ needs, behaviors and preferences to tailor our offerings and
better serve our clients.

Clients benefit from our comprehensive set of capabilities and expertise, including wealth
planning, investing, lending, philanthropy, corporate and banking services as well as family
office services in collaboration with the Investment Bank and Asset Management.

— Refer to “Working in partnership” in this section for more information on
collaboration between the business divisions

We are continuously working to improve our offering. Key innovations launched in 2018
include enhancements to UBS Manage, which now incorporates mandate solutions with 100%
sustainable investments, and two additional impact investment solutions. In addition, we
launched the Systematic Allocation Portfolio in the US, a UBS Manage offering based on the
UBS CIO World Equity Market Model, which analyzes economic and financial data to detect
signs of improving or deteriorating equity markets to adjust portfolio exposure dynamically.

How we serve our clients

We serve our clients through local offices and dedicated advisors. Our ultra high net worth
business is managed globally across the regions.

We use a mix of digital and non-digital channels (including marketing campaigns, events,
advertising, publications and digital-only solutions) to help drive greater awareness of UBS
among prospects and reinforce trust-based relationships between advisors and clients.

How we are organized
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Our business division is organized into the regional business units the Americas, which
includes the US, Canada and Latin America; Europe, Middle East and Africa (EMEA); Asia
Pacific; and Switzerland, as well as the business unit for our ultra high net worth clients.
Central functions for global capabilities supporting these business units are the CIO, IPS, the
CSO and the COO. We are governed by executive, risk, operating as well as asset and liability
committees.

4

regional
business units

The Americas, including the US, Canada and Latin America, EMEA, Asia Pacific, and
Switzerland

ultra high net worth business unit

Serves clients globally across the regions

11
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Our strategy, business model and environment (section from the UBS 2018 Annual Report)
Our businesses

Personal & Corporate Banking

As the leading personal and corporate bank in Switzerland, we provide comprehensive
financial products and services to private, corporate and institutional clients. We are among
the country’s foremost players in the private and corporate loan market, with a
well-collateralized and conservatively managed lending portfolio. Personal & Corporate
Banking is at the core of our universal bank delivery model in Switzerland.

Our focus

We are the premier personal and corporate bank in Switzerland, providing superior client
experience and combining technology with a personal touch.

We have a strong pipeline of growth initiatives in both of our business areas. In Personal
Banking, for example, we are further improving technology-enabled mortgage advisory and
aim to improve efficiency by streamlining processes and introducing new digital self-service
tools. In Corporate & Institutional Clients (CIC), we are investing for growth with a focus on our
SMEs, corporates and multinationals businesses and leveraging our transaction banking
capabilities. We have recently launched a number of innovations and digital solutions such as
the UBS Atrium investor portal, which allows institutional investors to invest in mortgages
directly, our vendor leasing solution and the trade finance platform we.trade, based on
blockchain technology, which we developed as part of a consortium with other banks.

Technology plays a key role in our client-centered operating model and we aim to expand our
digital leadership. Our multi-year digitalization program enables us to further enhance the
client experience. On the basis of advanced analytics and blockchain technologies, we are
able to offer clients new products and to identify new cross-selling opportunities.

— Refer to “Our focus on technology” in the “How we create value for our
stakeholders’ section of this report for more information on our investment in
technology

Operationally, we strive for superb execution, focusing on efficiency while improving our
service quality and overall agility.

How we operate
While we operate primarily in our home market of Switzerland, we also provide capabilities to

support the growth of the international business activities of our corporate and institutional
clients through our local hubs in Frankfurt, New York, Hong Kong and Singapore.

In the CIC business, our main competitors are Credit Suisse, the cantonal banks and globally
active foreign banks. We compete in areas covering basic banking services, cash
management, trade and export finance, asset servicing, corporate finance and lending, as

33



Edgar Filing: UBS Group AG - Form 6-K

well as cash and securities transactions for banks.

In the Swiss personal banking business, our competitors are Credit Suisse, PostFinance,
Raiffeisen, the cantonal banks and other regional and local Swiss banks. We compete in areas
including basic banking, mortgages and foreign exchange, as well as investment mandates
and funds.

What we offer

Our personal banking clients have access to a comprehensive life cycle-based offering and
convenient digital banking. We deliver a broad range of basic banking products, from
payments to deposits, cards, online and mobile banking, as well as lending (predominantly
mortgages), investments and retirement services. The overall service range is complemented
by our KeyClub reward program. In close collaboration with Global Wealth Management, we
offer leading private banking and wealth management services.

— Refer to “Working in partnership” in this section for more information on
collaboration between the business divisions

Our corporate and institutional clients benefit from our financing and investment solutions,
notably from access to equity and debt capital markets, syndicated and structured credit,
private placements, leasing and traditional financing. Our transaction banking offers solutions
for payment and cash management services, trade and export finance, receivables finance,
as well as global custody solutions to institutional clients. In real estate, we offer our
mortgage platform UBS Atrium, connecting institutional investors with Swiss mortgage holders
to create a competitive offering and attractive investment opportunities for institutional
investors.

We collaborate closely with the Investment Bank to offer capital market and foreign exchange
products, hedging strategies and trading capabilities, as well as corporate finance advice. In
cooperation with Asset Management, we also provide fund and portfolio management
solutions.

12
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How we serve our clients

We are the recognized digital leader with the highest online and mobile penetration in
Switzerland and continue to invest in a multi-channel distribution strategy to further enhance
our leading position.

We are adapting existing branch formats to suit evolving client needs, converting some
locations to smaller, more agile branches that serve as marketing and digital support hubs
and ensure a strong local presence. We aim to further reshape our physical footprint in an
innovative and client-centric way, namely by defining future branch formats with different
purposes.

In addition, we continue to shift basic banking services and transactions from branches to
contact centers and digital channels, which already serve most of our 2.5 million personal
banking clients. Dedicated client advisors serve personal banking clients who have more
individualized needs.

Similarly, we bundle our digital offering for small businesses in our Digital Corporate Bank,
which offers the convenience and leading digital solutions that small companies look for.

For marketing campaigns, we use online media (including social media and search engine
advertising), out-of-home media (posters and digital billboards) and, very selectively, print,
TV, radio and cinema advertising. In line with our position as a digital leader in Swiss banking,
and because of the channel’s cost effectiveness, we follow a digital-first media strategy. More
than 50% of our media investment goes into online channels.

How we are organized
Our business division is organized into Personal Banking and CIC, and further into client and
(for corporate banking) product segments. Geographically, our business and our 279 branches

are organized into 10 regions, covering distinct Swiss economic areas. We are governed by
executive, risk and operating committees, and operate mainly through UBS Switzerland AG.
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Our strategy, business model and environment (section from the UBS 2018 Annual Report)
Our businesses

Asset Management

Asset Management is a large-scale and diversified global asset manager, with USD 781 billion
in invested assets. We offer investment capabilities and styles across all major traditional and
alternative asset classes, as well as platform solutions and advisory support to institutions,
wholesale intermediaries and Global Wealth Management clients around the world.

Our focus

Building on our global reach and strengths across all major traditional and alternative asset
classes, as well as our differentiated client proposition, our strategy focuses on capturing
opportunities in areas with above-average industry growth and is based on six priorities.

In wholesale, which is a rapidly evolving and attractive segment, we aim to significantly
expand our market share through a combination of product innovation, the development of
strategic partnerships and increased leverage of our comprehensive Platform Services
capabilities.

We continue to develop our award-winning! Indexed and Alternative Beta business (including
exchange-traded funds (ETFs) in Asia Pacific, Europe and Switzerland). Since the end of 2016,
this business has grown by approximately 50% in terms of invested assets driven by
continued product innovation and our highly scalable platform.

Our Investment Solutions business provides access to the breadth and depth of our
capabilities across public and private markets, and combines them to meet the needs of
clients across the globe, as few other firms can. To drive further growth, we are focused on
delivering superior multi-asset strategies for wholesale clients and providing components of
the investment process to strategic partners.

Sustainable & Impact Investing is a further key area, as clients are increasingly seeking
solutions that combine their investment goals with sustainability objectives. We aim to
establish ourselves as a leading provider through: product and service innovation; dedicated
research; integration of environmental, social and governance factors into our investment
processes; leveraging our proprietary analytics; and active corporate engagement.

Geographically, we are further expanding our onshore business in China, one of the
fastest-growing asset management markets in the world, building on our extensive and
long-standing presence in Asia Pacific.

To support our growth, we have a continuous emphasis on increasing efficiency and
effectiveness, driven through our operational excellence initiatives. This includes our flagship
programs to replace our core IT platform, develop our data analytic capabilities and further
evolve our operations platform.

These programs are expected to be completed by 2020. We also continue to optimize
processes and leverage new technologies across our Client Coverage, Investments and
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Products, Platforms & Specialists areas.

— Refer to “Our focus on technology” in the “How we create value for our
stakeholders’ section of this report for more information on our UBS Partner
offering

How we operate

We cover the main asset management markets globally, with a presence in 23 countries
grouped in four regions: the Americas; Europe, Middle East and Africa; Switzerland; and Asia
Pacific.

Our main competitors are global firms with wide-ranging capabilities and distribution
channels, such as Amundi, BlackRock, DWS, Goldman Sachs Asset Management, Invesco,
JPMorgan Asset Management, Morgan Stanley Investment Management and Schroders, as
well as firms with a specific market or asset class focus.

What we offer

We offer clients a wide range of investment products and services in different asset classes in
the form of segregated, pooled or advisory mandates as well as registered investment funds
in various jurisdictions.

Our traditional and alternative capabilities include equities, fixed income, hedge funds, real
estate and private markets, indexed and alternative beta strategies (including ETFs) as well
as sustainable and impact investing products and solutions.

Our Investment Solutions business draws on the breadth of our capabilities to offer asset
allocation and currency investment strategies across the risk / return spectrum; customized
multi-asset solutions, advisory and fiduciary services; and multi-manager hedge fund
solutions and advisory services.

Our Platform Services capabilities include UBS Fondcenter, a leading fund platform in Europe
and Asia; Fund Management Services, providing fund corporate governance and
white-labeling services; and UBS Partner, our innovative new offering that provides banks with
powerful tools and analytics to support their advisory offering.

1 Second largest Europe-based indexed player based on peers’ public reporting as of
November 2018 (UBS calculation) and ranked fifth largest ETF provider in Europe as of
December 2018 (source: ETFGI).
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How we serve our clients

We deliver our investment products and services directly to institutional clients. High net
worth and retail clients are served through Global Wealth Management, third-party banks and
distributors.

Our clients require world-class holistic advice and global coverage. In order to enable our
client relationship managers to provide the specialized advice our clients need, and to deliver
to them the full strengths of our firm, our Client Coverage teams are aligned along global
segments (institutional, wholesale and Global Wealth Management). In addition, we believe it
is equally important that our relationship managers are located near our clients to help ensure
that our teams are best placed to build long-term relationships and develop a deep
understanding of the challenges they face.

— Refer to “Working in partnership” in this section for examples of areas of
collaboration

How we are organized

Our business division is organized by the products and services we offer: Client Coverage,
Investments, Real Estate & Private Markets, Products, Platforms & Specialists, and the Chief
Operating Officer area. While we are based in 23 countries worldwide across four regions, our
business is driven out of eight main hubs: Chicago, Hong Kong, London, New York, Singapore,
Sydney, Tokyo and Zurich.

We are governed by executive, risk and operating committees, supplemented by business
unit-specific committees.
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23

countries

Covering the main asset management markets globally
8

main hubs

Connecting the full breadth of our investment insights across the world to serve our clients

15

40



Edgar Filing: UBS Group AG - Form 6-K

Our strategy, business model and environment (section from the UBS 2018 Annual Report)
Our businesses

Investment Bank

The Investment Bank provides a range of services to institutional, corporate and wealth
management clients to help them raise capital, grow their businesses, invest and manage
risks. We are focused on our traditional strengths in advisory, capital markets, equities and
foreign exchange, complemented by a targeted rates and credit platform. We use our
powerful research and technology capabilities to support our clients as they adapt to the
evolving market structures and changes in the regulatory, technological, economic and
competitive landscape.

We aspire to deliver market-leading solutions to clients, using our intellectual capital and
electronic platforms. We also provide services to Global Wealth Management, Personal &
Corporate Banking and Asset Management, while managing our balance sheet, costs,
risk-weighted assets and leverage ratio denominator with discipline.

Our focus

Our key priority is disciplined growth in the capital-light advisory and execution businesses,
while accelerating our digital transformation.

Corporate Client Solutions is focused on deepening selected industry verticals, providing
macro views complemented by expertise within specific sub-sectors, and increasing
senior-level client interactions. In Equities, we aim to offer our clients a range of products,
innovative solutions, expert advice, access to liquidity and seamless execution, as well as a
continued flow of differentiated content. In Foreign Exchange, Rates and Credit, our focus is
on delivering returns from recent investments made in talent and technology. We also plan to
expand our Foreign Exchange business and our Solutions business within Rates and Credit.
We continue to build out UBS Evidence Lab Innovations to concentrate on data-driven
research.

— Refer to “Our focus on technology” in the “How we create value for our
stakeholders’ section of this report for more information on Evidence Lab
Innovations

Our digital strategy is led by our businesses, which harness technology to deliver superior and
differentiated client service and content. We established UBS Investment Bank Innovation Lab
to speed up innovation by enabling proofs of concept. We are also making efforts to digitalize
our entire front-to-back processes.

Our balanced global reach gives us attractive options for growth across various regions. In the
Americas, the largest investment banking fee pool globally, we are focusing on increasing our
market share in our Advisory, Equity Capital Markets, Equities and Foreign Exchange, Rates
and Credit businesses.

In Asia Pacific, we see opportunities primarily from expected market internationalization and
growth in China. We are planning to grow there by further strengthening Corporate Client
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Solutions, both onshore and offshore.

Partnership across the Investment Bank’s businesses and the Group should also lead to growth
by delivering global products to each region, leveraging our global connectivity across borders
and sharing and strengthening our best client relationships.

— Refer to “Working in partnership” in this section for examples of areas of
collaboration

How we operate

We have a global reach, with a presence in 33 countries and principal offices in the major
financial hubs. Our business is geographically balanced, with 45% of adjusted profit before tax
in 2018 coming from the Americas, 25% from Europe, Middle East and Africa (including
Switzerland), and 30% from Asia Pacific.

Competing firms are active in many of our markets, but our strategy differentiates us with its
focus on leadership in the selected areas where we have chosen to compete, and a business
model that leverages talent and technology rather than balance sheet.

Our main competitors are the major global investment banks, including Morgan Stanley,
Credit Suisse and Goldman Sachs, as well as corporate investment banks, including Bank of
America, Barclays, Citigroup, Deutsche Bank and JPMorgan Chase. We also compete with
boutique investment banks and fintechs in certain regions and products.

What we offer

Through our Corporate Client Solutions business, we advise our clients on strategic business
opportunities and help them raise capital to fund their activities.

Our Investor Client Services business enables our clients to buy, sell and finance securities on
capital markets across the globe and to manage their risks and liquidity.

In Equities, we distribute, structure, execute, finance and clear equity cash and derivative
products.

Foreign Exchange, Rates and Credit provides execution services and solutions, with an
emphasis on electronic trading, and maintains high levels of balance sheet velocity. In Foreign
Exchange, we help our clients manage their currency exposures and to buy and sell precious
metals, and are recognized as one of the leading foreign exchange market-makers. Rates and
Credit encompasses sales, trading and market-making in a selected range of products,
including tailored financing solutions.

Furthermore, in Research, we offer clients key insights on major financial markets and
securities around the globe. Separately, our team of experts in UBS Evidence Lab Innovations
specializes in creating insight-ready datasets for companies of all sizes, spanning over 50
sectors and 30 countries.
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We seek to develop new products and solutions that are consistent with our capital-efficient
business model. These are typically related to new technologies or changing market
standards. Some examples are UBS Data Solutions, a centralized data processing and
distribution platform, which was launched to meet client demand for both financial and
alternative data, and UBS Evidence Lab Innovations, as mentioned above.

Since 2005, we have addressed increasing client demand for sustainable investing by
providing thematic and sector research. We also provide investment solutions through socially
responsible and impact exchange-traded funds and index-linked notes. In addition, we offer
capital-raising and strategic advisory services globally to companies that make a positive
contribution to climate change mitigation and adaptation.

How we serve our clients

We use a variety of marketing channels, including online and face-to-face, to interact with our
clients.

In Corporate Client Solutions, we leverage our intellectual capital and relationships to deliver
high-quality solutions for our clients.

In Equities, we use our execution capabilities, differentiated research content, bespoke
solutions and our global platform to expand our coverage across a broad set of institutional
and corporate clients.

In Foreign Exchange, Rates and Credit, we deliver seamless client service through One Client.
This is the evolution of our client franchise coverage model, which aims to drive the best
client outcomes through relationships, collaboration, technology and data-driven client
intelligence.

In Research, we deliver high-quality differentiated research to our institutional clients using a
wide range of methods, including UBS Neo, our multi-channel platform.

How we are organized
Our business division is organized into the following units: Corporate Client Solutions, Investor
Client Services, and Research and UBS Evidence Lab Innovations. We are governed by

executive, operating, risk, and asset and liability committees. Each business unit is organized
globally by product and, within that, by region.
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Our strategy, business model and environment (section from the UBS 2018 Annual Report)
Our businesses

Corporate Center

Our Corporate Center provides services to the Group through the Corporate Center - Services
and Group Asset and Liability Management (Group ALM) units with a focus on quality, risk
mitigation and efficiency. Corporate Center also includes the Non-core and Legacy Portfolio
unit.

How we are organized

Until the end of 2018, we reported Corporate Center as three separate units: Corporate
Center - Services, Group ALM and Non-core and Legacy Portfolio.

Beginning with our first quarter 2019 report, we will provide results for total Corporate Center
only and will not separately disclose Corporate Center — Services, Group ALM and Non-core and
Legacy Portfolio. Furthermore, we will operationally combine Group Treasury with Group ALM
and their net retained operating income will be reported as a separate line item within
Corporate Center.

— Refer to the “Significant accounting and financial reporting changes’ section in
the Annual Report for more information on the changes in the structure of
Corporate Center

Corporate Center — Services

Corporate Center - Services consists of the Group Chief Operating Officer area (Group
Technology, Group Corporate Services, Group Human Resources, Group Operations and Group
Sourcing), Group Finance (excluding Group ALM), Group Legal, Group Risk Control, Group
Communications & Branding, Group Compliance, Regulatory & Governance, and UBS in
society.

Specifically, in the areas of finance, legal, compliance and risk management and control, we
aim to provide high-quality advice while optimizing resources and mitigating risk. In other
areas, such as human resources, information technology, operations, and marketing and
communications, we align services based on demand and delivery of defined strategies.

These functions partner with business divisions and Group ALM through a service-based
operating model. Corporate Center — Services allocates the majority of its operating expenses
to the business divisions and other Corporate Center units, and determines cost allocations
with them as part of the annual business planning cycle.

In 2018, we aligned our Corporate Center more closely with the business divisions, while
keeping the benefits of a strong Corporate Center. Increasing proximity between the business
and Corporate Center means UBS can be more agile and responsive to the needs of our
clients, positioning us better to capture front-to-back opportunities in areas such as
digitalization. By bringing the activities of the businesses and Corporate Center closer
together, we also increase efficiency and create a working environment built on a culture of
accountability and collaboration.
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Corporate Center — Group ALM

Group ALM manages the structural risk of our balance sheet, including interest rate risk,
structural foreign exchange risk and collateral risk, as well as the risks associated with our
liquidity and funding portfolios. Group ALM also seeks to optimize financial performance by
matching assets and liabilities. Group ALM serves all business divisions and the other
Corporate Center units through three main risk management areas, and its risk management
is fully integrated into the Group’s risk governance framework.

Business division-aligned risk management activities include managing the interest rate risk
in the banking book on behalf of Global Wealth Management and Personal & Corporate
Banking, and managing high-quality liquid asset (HQLA) portfolios, as well as risk
management of credit, debit and funding valuation adjustments for our over-the-counter
derivatives portfolio. Net income generated by these activities is fully allocated to the
associated business divisions and other Corporate Center units.

Capital investment and issuance activities consist of managing our equity and capital
instruments as well as instruments that contribute to our total loss-absorbing capacity (TLAC).
Revenues from investing the Group’s equity, and the incremental expenses of issuing capital
and TLAC instruments at the UBS Group AG level relative to issuing senior debt out of
operating subsidiaries, are fully allocated to the business divisions and other Corporate Center
units.

Group structural risk is managed to meet overall objectives. These activities include managing
the Group’s HQLA and long-term debt portfolios. The net positive or negative income
generated is allocated to the business divisions and other Corporate Center units based on
their consumption of the underlying risks and resources.

Corporate Center — Non-core and Legacy Portfolio

Non-core and Legacy Portfolio manages legacy positions from businesses exited by the
Investment Bank, following a largely passive wind-down strategy. It is overseen by a
committee chaired by the Group Chief Risk Officer. The portfolio also includes positions
relating to legal matters arising from businesses that were transferred to it at the time of its
formation.

— Refer to ““Note2l1 Provisions and contingent liabilities” in the “Consolidated

financial statements” section of the Annual Report for more information on
litigation, regulatory and similar matters
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Our environment
Current market climate
Global economic developments in 2018

The global economy maintained its pace of growth in 2018. World GDP expanded by 3.8%,
almost identical to the 3.9% growth of 2017.

Economic expansion was as broadly based as in 2017, with no G20 nations in recession. The
US provided much of the growth impetus, driven, in part, by its Tax Cuts and Jobs Act
introduced in December 2017, which put the US on course for 2.8% growth (up from 2.2% in
2017). The stronger economy and lower tax rates contributed to more than 20% higher
corporate earnings, despite concerns over a potential trade conflict with China.

Growth was slower in the eurozone. However, the region managed to get through the year
without major political or economic shocks. A dispute between the Italian government and the
European Commission was resolved, and the Greek debt crisis, which in recent years seemed
to threaten the integrity of the eurozone, was largely absent from the headlines. Overall,
eurozone GDP increased by close to 2% for the year. Outside of the eurozone, the Swiss
economy did especially well, expanding 2.6% after 1.7% in the prior year.

Emerging markets faced mounting pressures. Efforts by China to restrain domestic corporate
borrowing cooled its economy, with growth slowing to 6.5%, from 6.9% in 2017. Other
emerging nations were also affected as the trade conflict between the US and China
dampened business confidence. Despite such obstacles, most emerging market economies
achieved solid GDP expansion — with the Indian economy even seeing growth improve to 7.3%,
from 6.7%.

This relatively benign backdrop and muted inflation pressures allowed developed market
central banks to continue gradually tightening monetary policy. The European Central Bank
announced it would end its quantitative easing program, while the Federal Reserve contracted
its balance sheet by USD 50 billion a month and increased its target overnight rate by 1
percentage point in four steps during 2018.

For much of the year, US equities performed strongly in this environment of sound growth,
rising earnings and only gradual central bank tightening of monetary policy. The strength of
the US market helped lift global stock indexes, more than offsetting a muted performance
from emerging market and eurozone indexes. However, markets turned volatile in October
2018.

The Morgan Stanley Capital International (MSCI) All Country World Index — which by late
September 2018 had climbed 6% year to date — saw a correction in the last quarter and ended
the year with a loss of 7.7%. This was the first year of negative returns since 2011.

Safer assets, such as 10-year US Treasury bonds (USTs), proved more stable to investors.
Yields on 10-year USTs fell around 40 basis points in the last three months of the year.
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Uncertainty over the terms of the UK withdrawal from the EU captured headlines but had
limited effect on global markets.

Economic and market outlook for 2019

The economic cycle is maturing. Potential setbacks such as trade turmoil and monetary
tightening could create obstacles for investors. However, we do not think they will tip the
global economy into recession. The US-China trade dispute looks set to remain a concern, but
a major escalation that could end the global economic expansion appears unlikely.

We do not expect the ongoing negotiations on the UK’s withdrawal from the EU to exert a
major influence over global markets.

Equally, we expect the world’s main central banks to avoid excessive tightening of monetary
policy. For the first time since the 2008 financial crisis, central bank balance sheets are likely
to be smaller at the end than at the start of the year. The withdrawal of stimulus will remove a
powerful force inhibiting market volatility. However, with inflation still under control, policy
makers can afford to be gradual in tightening, reducing the risk that they will undermine
growth or unsettle markets with accelerated rises. In the US, expectations about multiple
interest rate hikes during 2019 have diminished.

We do not see signs of overvaluation in global equity markets. As of the end of 2018, global
stocks traded at a discount to their 30-year average on a trailing price-to-earnings basis,
reflecting the aggressive sell-off in the fourth quarter and the higher earnings achieved
throughout the year.

Equity markets recovered at the start of 2019, supporting our view that the sell-off in late
2018 was excessive.
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Our strategy, business model and environment (section from the UBS 2018 Annual Report)
Our environment

Industry trends

While our industry was heavily affected by regulatory developments over the past decade,
technology is slowly emerging as the main driver of change going forward and is expected to
affect the competitive landscape as well as our products and operations.

Digitalization

Technology is changing the way banks operate and we expect this to continue in step with
exponential advances in computing capability, evolving customer needs and digital trends.
Technology spend is no longer solely considered a means to make banks more efficient.
Today, technology investment is the key to keeping banks flexible and competitive in a
digitalized world and creates the opportunity to develop new business models.

We strive to deliver state-of-the-art digital tools and services to provide a better experience
for clients and employees. In doing so, we are continuously improving the ability to transact,
perform day-to-day tasks and add value for the firm. UBS’s digital ecosystem is powered by a
growing number of automated systems and processes that generate data, which in turn drive
our efforts in artificial intelligence. It is this convergence of automation, artificial intelligence
and strong human capital that will drive innovation and superior client experience, as well as
enable business growth.

Consolidation

We expect further consolidation in the financial services industry, driven by ongoing margin
pressure as well as the increasing scale advantages resulting from the fixed costs of
technology and regulation. Many regions and businesses are still highly fragmented and the
search for scale and cost efficiencies is expected to be a key driver for consolidation. Many
banks are also seeking exposure to regions with attractive growth profiles, such as Asia and
emerging markets, through local acquisitions or partnerships. Lastly, the increased focus on
core capabilities or geographical footprints and the ongoing simplification of operating models
to reduce operational and compliance risks will also result in further disposals of non-core
businesses and assets.

New competitors

Our competitive environment is also evolving. In addition to our traditional competitors in the
asset-gathering businesses, new entrants are targeting selected components of the value
chain. However, we have not yet seen a fundamental unbundling of the value chain and client
relationships, ultimately resulting in the disintermediation of banks by new competitors. Over
the longer term, we believe the entry into the financial services industry of large platform
companies could pose a significant competitive threat, given their strong client franchises and
access to client data.

Regulation
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The measures set out by the post-2008 regulatory reform agenda are now largely in place.
While some areas, such as funding in resolution, must still be fully addressed, and
implementation of certain standards, such as the Basel lll capital rules, is continuing on a
national level, the focus is shifting from regulation to supervision. In parallel, some regulators
are considering reassessing the efficiency of the new frameworks.

In general, regulatory-driven change continues to consume substantial resources. In 2019, we
expect further adjustments to the Swiss too big to fail framework, including concrete
proposals to implement the finalized Basel lll standard at national level. We anticipate
continued work on resolution-related and derivatives reforms, and a sustained high focus on
conduct and anti-money laundering.

The overall context of these developments is a backdrop of increased protectionism and new
regulatory hurdles, posing challenges to the provision of cross-border financial services.
Market access restrictions into the EU in particular would have a significant effect on
Switzerland as a financial center including UBS. Variations in how different countries
implement rules, and an increasing national focus, bring a risk of additional regulatory
fragmentation across the globe, which in turn may lead to higher costs for us and new
financial stability risks. However, we believe the adaptations made to our business model and
proactive management of regulatory change put us in a strong position to absorb upcoming
changes to the regulatory environment.

— Refer to the “Regulatory and legal developments’™ and ““Capital management”
sections of the Annual Report for more information
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Wealth transfer

Demographic and socioeconomic developments continue to generate shifts in wealth among
age and gender groups. As a result, the client base of the wealth management industry is
becoming increasingly diverse. The industry is therefore bound to adapt its services and
offerings to meet the specific needs and expectations of growing client groups. We are
working to defend our status as the preferred wealth manager for these clients through our
active segment management strategy. Our wealth planning expertise is also supported by
dedicated intergenerational wealth transfer services for all segments, such as Great Wealth
for ultra high net worth clients. Wealth Way is another example that covers wealth transfer.
This offering takes a holistic view of our clients’ financial matters and covers needs beyond
their lifetime to support them in creating a legacy.

Retirement funding

Over recent years, the pension industry has faced two key challenges: fundamental
demographic shifts, such as aging populations, and lower expected returns.

Beyond structural answers to these challenges, such as the progressive shift from defined
benefit to defined contribution pensions, we believe pension funds are reassessing their asset
allocation approach. Indeed, many pension funds are now allocating a higher share of their
portfolios to alternative investments such as private equity, hedge funds, real estate and
infrastructure in a search for higher-yielding exposures.

We see this development as positive for UBS as these funds will likely need further support to
define their investment strategy and target portfolio allocation. In addition, our private
banking and wealth management clients are expected to need further financial and
retirement planning advice, which we are able to provide holistically through our wealth
planning services.
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Our strategy, business model and environment (section from the UBS 2018 Annual Report)
How we create value for our stakeholders

How we create value for our stakeholders
Clients

With clients at the heart of our business, we are committed to building and sustaining
long-term relationships based on mutual respect, trust and integrity. Understanding our
clients’ needs and expectations allows us to serve their best interests and to create value for
them.

Our clients and what matters most

There is no archetypal UBS client. Our clients have varying needs, but each of them expects
outstanding advice and service, a wide range of choices, and an excellent client experience.

Global Wealth Management serves high net worth and ultra high net worth individuals,
families, and family offices around the world and affluent clients in selected markets. We
provide these clients with access to outstanding advice, service, and opportunities from
around the globe delivered by experts they can trust. Global Wealth Management clients
demand a bank that understands their unique needs and circumstances. A bank that values
long-term relationships built on trust and dependability, and a bank that helps them maintain
their lifestyles today, improve their lifestyles in the future, and improve the lives of others.

In Switzerland, Personal & Corporate Banking serves approximately 2.5 million individuals and
121,000 corporate and institutional clients, ranging from small and medium-sized companies
to larger corporates and multinational companies. Personal & Corporate Banking clients look
for financial advice based on their needs at each stage of their life cycle, as well as a
comprehensive digital offering enabling them to bank at their convenience, wherever they
are, whenever they want to. We provide tailored advice, drawing on our broad product
offering in all relevant areas: basic banking services, investing, financing (including
mortgages), retirement planning, cash management, trade and export finance, global
custody, and company succession among others.

In Asset Management, we deliver investment products and services directly to approximately
3,000 clients around the world - including sovereign institutions, central banks, supranational
corporations, pension funds, insurers and charities, as well as Global Wealth Management and
its clients, wholesale intermediaries and financial institutions. Our clients seek global insights
and a holistic approach to tailoring solutions. By building long-term, personalized relationships
with our clients and partners, we aim to achieve a deep understanding of their needs and to
earn their trust. We draw on the breadth and depth of our global offering across asset classes
and our Platform Services capabilities to deliver the solutions they need. With over 900
investment professionals, our teams bring distinct investment styles and philosophies with
one shared goal - to provide clients with best-in-class ideas and superior investment
performance.

The Investment Bank provides corporate, institutional and wealth management clients with
expert advice, financial solutions, best-in-class execution, and comprehensive access to the
world’s capital markets. Our model is specifically built around our clients and their needs.
Corporate clients can access advisory services, debt and equity capital market solutions and
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bespoke financing through our Corporate Client Solutions business. Our Investor Client
Services business is focused on helping institutional clients engage with local markets
globally, offering equities and equity-linked products, foreign exchange, rates and credit, and
is underpinned by our research offering, which gives clients an edge when it comes to
understanding markets. UBS Evidence Lab Innovations provides clients with access to
insight-ready datasets for thousands of companies - the same evidence we provide to our UBS
Research analysts.

Enhancing the client experience through digitalization

We strive to personalize interactions with our clients, while streamlining and simplifying them
through front-to-back digitalization.

In Global Wealth Management we provide our clients with a hybrid approach that preserves
and enhances the value of human relationships. Clients expect digital tools but say personal
time spent with advisors is more important than ever. This means providing technology that
empowers client advisors so they spend more time with clients. And our clients want digital
tools that improve their experience - high end e-banking, access to bespoke research that is
tailored to their needs, and multiple ways to communicate with their client advisors.
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In Personal & Corporate Banking, more than 60% of our personal banking client relationships
are now completely paperless and we pioneered video onboarding in Switzerland. In addition,
front-to-back digitalization enables corporate clients to create customized product bundles
based on their specific needs. We also pioneered the new blockchain-based trade finance
platform we.trade, together with other industry participants, which allows corporate and
institutional clients to easily and safely create trade orders online and manage the entire
trade process from order to payment.

In Asset Management we are investing in new tools and technologies, as well as our
alternative data capabilities, to support our teams’ investment decision-making processes and
enhance client service. In addition, our flagship operational excellence programs are focused
on building a scalable and globally integrated operating platform to better enable our teams
to deliver the full breadth of our capabilities to clients around the world. We also continue to
develop our comprehensive Platform Services capabilities including UBS Partner, our new and
innovative private-label technology solution, which will enable a step change in the advisory
process and services offered by our wholesale clients.

The Investment Bank strives to be the digital investment bank of the future, with
innovation-led businesses that drive efficiencies and solutions. Our investments in new
technologies and data science teams help us to better understand our clients’ investment
processes and trading needs. This allows us to deliver tailored sales and trading commentary,
research, access to liquidity and prime brokerage products. We recently established the UBS
Investment Bank Innovation Lab to help connect business teams to leverage best practice,
build and test proof of concepts safely and quickly and inspire a culture of innovation. We see
increasing interest from clients in financial and alternative datasets that they can incorporate
into their models. In response, we set up UBS Data Solutions to meet those needs through a
centralized robust data processing and distribution platform.

— Refer to “Our focus on technology” in this section for more examples on how
technology is used for the benefit of our clients
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Our strategy, business model and environment (section from the UBS 2018 Annual Report)
How we create value for our stakeholders

Our focus on technology

As digitalization continues to transform the banking industry, investment in technology plays
a critical role in maintaining our position as the largest global wealth manager. In 2018, we
spent USD 3.5 billion on technology and we expect to maintain around this level of spend
through 2021. We gear our investments toward technologies to enable business growth
through innovation and superior client experience, and to continue to increase efficiency
across the organization.

Significant achievements in 2018 include laying the foundations for enterprise-wide Cloud
adoption. We expect that leveraging the Cloud will enable us to respond more rapidly to
market changes and client needs without compromising on security or efficiency. We aim to
take advantage of the Cloud by improving the scalability of our systems and reducing the
time to market for innovative IT products.

Additionally, we continued deploying robots (i.e., automated processes) to reduce manual
work and ensure the stability of our systems. We are growing capabilities for smarter
cognitive technologies including artificial intelligence (Al) to support more insightful and faster
decision making.

Advanced technologies are used in our business divisions and Corporate Center to enhance
the client experience by increasing front-to-back digitalization, improving product excellence
and distribution, driving efficiency gains and maintaining platform security. Selected
highlights are described below.
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Our strategy, business model and environment (section from the UBS 2018 Annual Report)
How we create value for our stakeholders

Investors

We build long-term value for our investors by executing our strategy with discipline, striving
for cost- and capital-efficient growth, long-term sustainable value creation and attractive
shareholder returns.

Cost- and capital-efficient revenue growth

Our ambition is to grow our Group revenues faster than global real GDP. Our Global Wealth
Management business is well positioned to take advantage of two secular trends: wealth
creation and continued economic growth, notably in Asia, where China is opening its financial
markets. Each of our businesses has initiatives to achieve revenue growth and improve
operating efficiency in its area.

— Refer to “Industry trends” in the “Our environment” section of this report for more
information on wealth creation

While we aim to increase revenues, cost efficiency is a strategic priority for us. Similarly,
capital efficiency is of utmost importance for UBS overall and for each business division. To
provide further transparency and increase accountability on costs and capital consumption,
we have revised our cost allocation methodology and equity attribution framework effective
on 1 January 2019.

— Refer to the “Significant accounting and financial reporting changes” section of
this report for more information

Shareholder returns
We aim to increase our ordinary dividend per share at a mid-to-high single-digit percentage
each year. We also aim to return excess capital, after accruals for ordinary dividends, most

likely in the form of share repurchases. We consider our business outlook and capital plan, as
well as other developments, in determining excess capital available for share repurchases.

Alignment of interests

We aim to align the interests of our employees with those of our equity and debt investors.
This is reflected in our compensation philosophy and practices.

— Refer to “Our compensation philosophy” in the “Compensation” section of the
Annual Report for more information

Communications
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Our Investor Relations function serves as the primary point of contact between UBS and the
institutional investor community. Our senior management and the Investor Relations team
regularly interact with investors, financial analysts and other market participants, such as
credit rating agencies. Clear, transparent and relevant disclosures, together with regular and
direct interactions with existing and prospective shareholders, form the basis for our
communications. The Investor Relations team also relays the views of and feedback from the
institutional investor community on UBS to our senior management.

The Investor Relations and Corporate Responsibility teams work together and interact with
those investors focusing on sustainability topics relevant to UBS and society at large.

— Refer to “Corporate governance” and “Information policy” in the “Corporate
governance and compensation” section of the Annual Report for more information

— Refer to ’Society” in this section of the report for more information on our
sustainability efforts
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Employees

Our employees are crucial to our business strategy. Accordingly, our human resource (HR)
strategy seeks to attract, develop and retain talented people at all levels with the diverse
skills, experience and commitment to effectively advise our clients, deliver innovative
solutions, manage risk, navigate evolving regulatory requirements, and drive change.

Our corporate culture

A strong culture drives sustainable success and adds value at the individual, team and
corporate levels. We invest in our employees and promote measures that build engagement
and a cohesive, collaborative work environment. Our strategy and culture are underpinned by
our three keys to success: our Pillars, Principles and Behaviors. These keys are the foundation
for how we manage our workforce, how we work with our stakeholders and each other, and
how we make business decisions and deliver on our strategy.

— Refer to the contents page of this report for more information on the Pillars,
Principles and Behaviors

Since 2013, we have embedded the three keys into our culture, including all HR processes,
through transformative initiatives like our firm-wide Senior Leadership Experience and, more
recently, our Group Franchise Awards (GFA) program. The GFA program fosters
cross-divisional collaboration and ideas for simplifying our processes, with more than 14,300
business referrals and nearly 900 simplification ideas submitted in 2018.

We measure our culture-building progress through regular employee surveys. In 2018,
responses indicated that employee engagement, appreciation for our talent management
practices and pride in working at UBS were at, or above, the norm for high-performing
organizations.

Employer of choice

We are widely recognized as an employer of choice, as evidenced by the numerous external
awards that we have received. Key to this is ensuring our employees can build rewarding
careers here. Internal mobility therefore remained a priority in 2018, as it builds cross-firm
connections, increases engagement and enables employees to leverage and develop their
skills. We further enhanced our suite of in-house recruitment tools during the year to better
match internal talent with open roles, and developed specialized training to increase line
manager effectiveness.

We received nearly 847,000 applications and hired a total of 13,249 external candidates in
2018. For our graduate talent programs, we hired 467 new university graduates and 585
interns. In Switzerland, we hired 268 apprentices for business

and IT roles, and 151 trainees into our bank entry programs for high school graduates. Our UK
apprenticeship program hired 57 school leavers across various roles.

— Refer to www.ubs.com/employerawards for more information
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Our diverse and inclusive workplace

Our diverse workforce and inclusive culture are critical to our long-term success. We are
committed to further increasing our diversity and to ensuring equal opportunities for all
employees.

We are especially focused on hiring, retaining and promoting more women across the firm,
with a stated aspiration to increase the representation of women in management roles to
one-third.

Our award-winning UBS Career Comeback Program, already established in the UK, US and
Switzerland, was extended to India in 2018. The program offers permanent roles to
professionals wishing to return to corporate jobs after a career break and supports them with
on-the-job experience, classroom learning and mentoring. To date, Career Comeback has
helped 102 women and 2 men at senior levels to relaunch their careers.

In addition to our strategic initiatives, every year we sponsor numerous activities to promote
inclusiveness. For example, this year we became a supporter of the UN Standards of Conduct
for Business, a set of anti-discrimination guidelines. Additionally, our employee networks
regularly host events regarding gender, culture, ethnicity, LGBTI / Pride, disability, veterans,
parenting, elder care and other topics. In 2018, we sponsored 43 employee networks globally.

— Refer to www.ubs.com/diversity for more information
Our integrated workforce strategy

Throughout the year, the firm focused on enabling higher productivity, enhancing the client
experience, building critical in-house expertise and managing costs. Our integrated workforce
strategy contributed to these achievements through a combination of insourcing (especially in
Group Technology) and regular hiring of staff. As a result, our Business Solutions Centers
(BSCs) in China, India, Poland, Switzerland and the US grew substantially.

Our BSC employee population increased by 3,115 in 2018 through hiring or insourcing,
including 1,893 in India and 822 in Poland. We also expanded our BSC presence in Switzerland
with the opening of a new BSC in Manno, focused on data analytics and artificial intelligence.
At year-end, offshore and nearshore employees accounted for around 29% of our global
Corporate Center employee population. As a result of insourcing initiatives and improved
efficiency, we reduced our external staff in Corporate Center by 5,515.
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Our strategy, business model and environment (section from the UBS 2018 Annual Report)
How we create value for our stakeholders

Personnel by region

As of % change

from

Full-time equivalents 31.12.18 31.12.17 31.12.15 31.12.17
Americas 21,309 20,770 20,522 3
of which: USA 20,495 19,944 19,695 3
Asia Pacific 12,119 8,959 7,539 35
Europe, Middle East and Africa 12,620 11,097 10,746 14
of which: UK 5,782 5,274 5,206 10
of which: rest of Europe 6,670 5,662 5,373 18
of which: Middle East and Africa 168 161 167 5
Switzerland 20,840 20,427 20,581 2
Totall 66,888 61,253 59,387 9

1 The increase in workforce in 2018 was mainly due to insourcing initiatives and was more
than offset by a decrease in external staff.

Gender distribution

by employee
categoryl

Officers

(Director and Officers (other

above) officers) Employees Total
531/ Tgaldscount, as of Number % Number % Number % Number %
Male 18,514 75 15,465 61 7,794 43 41,773 61
Female 6,078 25 10,059 39 10,428 57 26,565 39
Total 24,592 100 25,524 100 18,222 100 68,338 100

1 Calculated on the basis that a person (working full time or part time) is considered one
headcount (in this table only). This accounts for the total UBS employee number of 68,338 as
of 31 December 2018, which excludes staff from UBS Card Center, Wolfsberg and Hotel
Seepark Thun.

Developing and retaining talent

Our business strategy and culture are advanced through education and leadership
development, with our in-house UBS University as the one-stop shop for all learning activities
at UBS. Through our suite of development programs, business skills and risk management
classes, as well as lifelong learning opportunities, we seek to ensure that all employees have
the skills and expertise to meet client needs and grow their careers. Our Master in Wealth
Management program remains the pinnacle of development for client-facing staff in Global
Wealth Management. By the end of 2018, 208 senior client advisors, desk heads and
client-aligned managers had successfully completed (or were on track to complete) the
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two-year degree program.

In 2018, UBS University transformed its offering to connect employees with global trends,
transform their businesses, lead in a digital world and re-skill to prepare for the future.
Monthly

recommended learning playlists enable employees to explore a wide variety of topics. Our
permanent employees completed approximately 812,000 learning activities in 2018, including
mandatory training on compliance, business and other topics. This averaged to 11.9 sessions,
or 1.76 training days, per employee.

Clear expectations, challenging goals, continuous feedback and a performance-centric
compensation framework promote long-term success for employees, as well as for the firm.
Since we believe that how we achieve results is as important as the results themselves, our
annual year-end reviews assess both performance goals and the behaviors of integrity,
collaboration and challenge. Both ratings are then considered in development, reward and
promotion decisions. Our firm-wide talent management and succession-planning processes,
including accelerated development and internal mobility opportunities for key talent, support
employee satisfaction and retention and help ensure our long-term success.
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Our strategy, business model and environment (section from the UBS 2018 Annual Report)
How we create value for our stakeholders

Society

We want to promote global economic development that is sustainable for the planet and
humanity. We have embodied the overarching objective of the 17 Sustainable Development
Goals (SDGs), which provide a roadmap to solve the common sustainability-related challenges
of our society.

— Refer to the UBS World Economic Forum white paper 2019 under
www.ubs.com/wef for more information

As the preeminent global wealth manager to high net worth and ultra high net worth clients,
we aspire to take a leading role in shaping the future. Our firm is in a powerful position to
contribute toward achieving the SDGs by integrating sustainability in our mainstream
offerings, through new and innovative financial products with a positive effect on the
environment and society, and by advising our clients on their philanthropic works.

We contribute to the setting of standards and collaborate in and beyond our industry. We do
so through the management

of environmental and social risks, the management of

our environmental footprint and our comprehensive sustainability disclosures. Information on
all of these efforts and commitments is provided in this Global Reporting Initiative (GRI)
Document, which can be downloaded from www.ubs.com/investors (Annual reporting). The
content of the GRI Document has been prepared in accordance with the GRI Standards
(“comprehensive” option) and with the German rules implementing the EU directive on
disclosure of non-financial and diversity information (2014/95/EU). Our reporting on
sustainability has been reviewed by Ernst & Young Ltd against the GRI Standards providing
limited assurance.

Code of Conduct and Ethics

In our Code of Conduct and Ethics (Code), the Board of Directors and the Group Executive
Board set out the principles and practices that define our ethical standards and the way we do
business. These principles apply to all aspects of our business.

All employees must confirm annually that they have read and will adhere to the Code and
other key policies, supporting a culture where ethical and responsible behavior is part of our
everyday operations.

— Refer to the Code of Conduct and Ethics of UBS at www.ubs.com/code for more
information

Strategy
UBS in society
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UBS in society is a dedicated organization within the firm, focused on maximizing our positive
effect and minimizing any negative effects UBS has on society and the environment. It covers
topics such as sustainable and impact investing, client philanthropy, environmental and
human rights policies governing client and supplier relationships, and our community
investment. Through UBS in society, UBS is driving change that matters by using our firm’s
expertise to bring about sustainable performance.

The activities driven by UBS in society are overseen, at the highest level of our firm, by our
Board of Directors’ Corporate Culture and Responsibility Committee (CCRC). The Group CEO
proposes the UBS in society strategy and annual