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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

15




Edgar Filing: UBS Group AG - Form 6-K

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

30



Edgar Filing: UBS Group AG - Form 6-K

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
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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 objectives to the CCRC, supervises their
execution and informs the Group Executive Board and CCRC, as appropriate. Reporting to the
Group CEO, the Head UBS in society is UBS’s senior-level representative for sustainability
issues.

— Refer to “Board of Directors” in the “Corporate governance” section of the Annual
Report for more information on the CCRC

— Refer to the ”Our governance and principles” section for more information on
UBS’s sustainability governance and UBS in society

Supporting clients in their sustainability efforts

At the heart of our approach to sustainability are both our clients and society at large. We
support clients in their sustainability efforts through thought leadership, innovation and
partnerships, and strive to incorporate environmental, social and governance (ESG) impacts
into the products and services we provide, serving society through them.

We know that ESG topics are increasingly important to society and our clients alike. Our
research found that 58% of high net worth investors expected sustainable investing to
become the standard within 10 years, while 82% believed Sl returns would match or surpass
those of traditional investments.

Moreover, we are among the 2,200 signatories of the Principles for Responsible Investment

(PRI), the world’s leading proponent of responsible investment. The PRI works to support its
signatories in incorporating ESG factors into their investment and ownership decisions.
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Sustainable investing

Sustainable investing (SI) is an approach that seeks to incorporate ESG considerations into
investment decisions. Sl strategies seek to achieve one or more of the following objectives:
achieve a positive environmental or social impact, align investments with an investor’s
personal environmental or social values or improve portfolio risk and return characteristics.
We aim to be a leader in Sl for private and institutional clients, measurable by the size of SI
assets under management (AuM).

As of 31 December 2018, total S| assets represented USD 1,110 billion (2017: USD 1,133
billion), or 35.8% (2017: 34.7%), of our total invested assets. Our core Sl assets increased to
USD 313 billion (2017: USD 182 billion), representing 10.1% (2017: 5.6%) of our total invested
assets. Core Sl products involve a strict and diligent asset selection process through either
exclusions (of companies / sectors from the portfolio where the companies are not aligned to
an investor’s values) or positive selections (such as best-in-class, thematic or ESG integration
and impact investing).

— Refer to the ”Our businesses” section of this report for more information on how
individual business divisions incorporate sustainability into their approach

— Refer to the “Sustainable investments” table in the “Our clients’ section for more
information on SI

Philanthropy - partnering with clients for good

We believe our clients can make a meaningful, and measurable, difference for their chosen
causes with advice from our philanthropy experts and programs carefully selected through
our UBS Optimus Foundation. We increase social impact by combining our expertise with
capital and networks. Together with the UBS Optimus Foundation, our experts offer clients
unique access to social and financial innovation and philanthropic advice, as well as tailored
program design, co-funding and co-development opportunities.

The UBS Optimus Foundation is an award-winning grant-making foundation that helps our
clients use their wealth to drive positive and sustainable social change for children. The
Foundation connects clients with inspiring entrepreneurs, new technologies and proven
models that make a measureable difference to the world’s most vulnerable children. In 2018,
the Foundation’s work helped improve the well-being of 2.8 million children globally.

— Refer to www.ubs.com/optimus for more information

Climate action

We believe the transition to a low-carbon economy is vital and we are focused on supporting
our clients in preparing for success in an increasingly carbon-constrained world. We
implement our climate strategy in four different ways:

- by seeking to protect our assets from climate change risks;
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- by supporting our clients’ efforts to assess, manage and protect themselves from
climate-related risks;

- by mobilizing private and institutional capital toward investments that facilitate climate
change mitigation and adaptation, and by supporting the transition to a low-carbon economy
as a corporate advisor and / or with our lending capacity; and

- by continuing to reduce our greenhouse gas emissions and increase the firm’s share in
renewable energy.

We regularly report on the implementation of our climate strategy and follow the
recommendations on climate-related disclosures provided by the Financial Stability Board’s
Task Force on Climate-related Financial Disclosures (TCFD).

— Refer to “Our climate strategy - taking action to support a low-carbon economy”’
in the “Our governance and principles” section for our full climate-related disclosures

Environmental and social risk

We consider environmental and social risk (ESR) management critical to our sustainability
strategy. Our comprehensive ESR framework governs client and supplier relationships and
applies firm-wide to all activities, meets the highest industry standards (as recognized by ESG
ratings) and is integrated in management practices and control principles.

We have set ESR standards pertaining to environmental and human rights topics in product
development, investments, financing and supply chain management. We have identified
certain controversial activities that we will not engage in at all, or only under stringent
criteria. As part of this process, we engage with clients and suppliers to better understand
their processes and policies, and to explore how any environmental and social risks may be
mitigated.

— Refer to the Appendix of this document for a full description of our ESR
management and framework

Community investment

We recognize that our long-term success depends on the health and prosperity of the
communities of which we are a part. We seek to redress disadvantages through long-term
investments in education and entrepreneurship. We provide strategic financial commitments
and targeted employee volunteering to drive change.

— Refer to the “Our communities” section for more information
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How we create value for our stakeholders

Aims and progress

We work with a long-term focus on providing appropriate returns to all of our stakeholders in a
responsible manner. To underline our commitment, we provide transparent targets and report
on progress made against them wherever possible. In 2018, we made good progress in
delivering against the Group aims.

A leader in sustainable investing (Sl) for - The penetration of core S| assets increased

private and institutional clients to 10.1% (USD 313 billion) of our total invested
as demonstrated by the size of UBS’s SI AuM, assets in 2018, a 72% increase over 2017

for which UBS has: (USD 182 billion).1. 2

- set the ambition to double the penetration - USD 1.9 billion of client assets were directed
of core Sl assets by the end of 2020, from into SDG-related impact investments3.

5.6% (USD 182 billion) of our total invested
assets at the end of 2017!; and

- set a target of directing USD 5 billion of

client assets into new impact investments for

the SDGs by the end of 2021.

A recognized innovator and thought - 36% of our global workforce volunteered

leader in philanthropy as shown by the and 45% of the volunteer hours were skills

engagement with our key stakeholders and ourbased.4

work to support positive social impact, for

which UBS aims to: - UBS Optimus Foundation: USD 66.6 million
in donations raised; USD 81.8 million grants

— achieve 40% of employees volunteering by approved; well-being of 2.8 million children

the end of 2020, of which 40% of volunteer globally improved; three Development Impact

hours will be skills based; and Bonds in education and health care launched.

— pioneer new ways to bring substantial

funding to the SDGs and substantially increase

donations to the UBS Optimus Foundation to

improve the well-being of vulnerable children.

An industry leader in sustainability by - UBS maintained its industry leadership in
retaining favorable positions in key the Dow Jones Sustainability Indices (D)SI).
environmental, social and governance (ESG)

ratings and driving optimization in areas that - MSCI ESG Research upgraded UBS to an AA
are important to ESG investors. rating.

— Sustainalytics ranked UBS an industry
leader.
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— CDP awarded UBS a position on the Climate

A List.
1 Core Sl are Sl products that involve a strict and diligent asset selection process through
either exclusions (of companies/sectors from the portfolio where the companies are not
aligned to an investor’s values) or positive selections (such as best-in-class, thematic or ESG
integration and impact investing). Refer to the “Sustainable investments” table in the "Our
clients” section. 2 The increase in core Sl assets was mainly driven by the ESG integration
strategy of Asset Management. Refer to the “Sustainable investments” table in the “Our clients”
section. 3 Strategies, where the investment has the intention to generate measurable
environmental and social impact alongside a financial return. 4 Refer to the “Our
communities” section.
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Our governance and principles
Our governance and principles

Our firm’s societal and corporate culture activities are overseen at the highest level of our firm
and are founded in our Principles and Behaviors. Our Board of Directors’ (BoD) Corporate
Culture and Responsibility Committee (CCRC) approves UBS in society’s overall strategy and
monitors the current state and implementation of the Group’s programs and initiatives
pertaining to corporate culture and corporate responsibility. It also regularly reviews
stakeholder expectations and concerns about UBS’s societal performance and corporate
culture.

UBS in society organization

Our approach to sustainability is driven by our UBS in society organization. UBS in society
covers all the activities and capabilities related to sustainable investing, philanthropy,
environmental and human rights policies governing client and supplier relationships, our
environmental footprint, as well as community investment.

The Group Chief Executive Officer (Group CEO) proposes the UBS in society strategy and
annual objectives to the CCRC, supervises their execution and informs the Group Executive
Board (GEB) and CCRC, as appropriate. Reporting to the Group CEO, the Head UBS in society
is UBS’s senior-level representative for sustainability issues. He chairs theUBS in society
Operating Committee, which is composed of representatives of the business divisions and
other pertinent functions. The Committee’s activities are focused on implementing and
tracking the bold aims of UBS, to be a leader in sustainable investing for private and
institutional clients; a recognized innovator and thought leader in philanthropy; and an
industry leader in sustainability.

Governance and policies
Sustainability governance

The BoD decides on the strategy of the Group upon recommendation by the Group CEO and is
responsible for the overall direction, supervision and control of the Group and its
management, as well as for supervising compliance with applicable laws, rules and
regulations. The BoD exercises oversight over UBS Group AG and its subsidiaries and is
responsible for establishing a clear Group governance framework to provide effective steering
and supervision of the Group, taking into account the material risks to which UBS Group AG
and its subsidiaries are exposed. The BoD has ultimate responsibility for the success of the
Group and for delivering sustainable shareholder value within a framework of prudent and
effective controls.

The BoD of UBS Group AG is responsible for setting our firm’s values and standards and
ensuring we meet our obligations to our stakeholders. Both the Chairman of the BoD and the
Group CEO play a key role in safeguarding our reputation and ensuring we communicate
effectively with all our stakeholders.
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All BoD committees have responsibilities and authorities of direct relevance to our goal of
creating sustainable value. The Governance and Nominating Committee, for instance,
supports the BoD in fulfilling its duty to establish best practices in corporate governance
across the UBS Group. The Compensation Committee supports the BoD in its duties to set
guidelines on compensation and benefits. The Risk Committee oversees and supports the BoD
in fulfilling its duty to supervise and set an appropriate risk management and control
framework (in the areas of risk management and control, treasury and capital management,
as well as balance sheet management).

The CCRC shoulders the main undertaking for corporate culture, responsibility and
sustainability. The oversight role of the CCRC has been embedded in the Organization
Regulations of UBS Group AG.

In view of the many environmental and social challenges globally, these topics will continue to
increase in relevance for banks. These developments therefore require regular and critical
assessment of our policies and practices, based on an accurate monitoring and analysis of
societal topics of potential relevance to UBS. This process is the responsibility of a committee
at Group Executive Board-level, the Global Environmental and Social Risk Committee, which
sets the overall risk appetite for the firm and resolves transactional and policy matters
relating to environmental and social risks and their associated reputation risks. It is chaired by
the Group Chief Risk Officer, who is responsible for the development and implementation of
principles and appropriate independent control frameworks for environmental and social risks
within UBS.

The GEB oversees our efforts to combat money laundering, corruption and terrorist financing.
These efforts are led by a dedicated financial crime team of anti-money laundering
compliance experts. Also overseen by the GEB is our approach to diversity and inclusion. Our
global head of diversity and inclusion drives a group-wide strategy complemented by
divisional and regional initiatives.

— Refer to the “Appendix’ for the CCRC charter and the ESR policy framework
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Key policies and guidelines
Code of Conduct and Ethics

The UBS Code of Conduct and Ethics (the Code) sets out the principles and practices that UBS
expects all of its employees and directors to follow both in form and intention. The principles
and standards set out in the Code should characterize all of UBS’s business activities and all its
dealings with the firm’s stakeholders including clients, colleagues, shareholders, regulators
and business partners. It is the basis for all UBS policies, guidelines and statements relating to
each of the firm’s employees’ personal commitment to appropriate and responsible corporate
behavior.

— Refer to www.ubs.com/code and the “Appendix” section of this document for the
full text of the Code

UBS in society constitutional document

It is UBS’s ambition to be an industry leader in driving long-term positive impact for clients,
employees, investors and society. The UBS in society constitutional document defines the
principles and responsibilities for promoting this commitment systematically across all
relevant businesses and for implementing the ethical standards defined in the Code that
govern UBS’s interaction with society and the environment.

— Refer to the “Appendix” for the full text of the UBS in society constitutional
document

Policies to combat financial crime

We have developed extensive policies intended to prevent, detect and report money
laundering, corruption and terrorist financing. These policies seek to protect the firm and our
reputation from those who may be intending to use UBS to legitimize illicit assets.

UBS applies a risk-based approach and has a framework in place to identify and manage
potential money laundering risks associated with customers and transactions. With our
systematic assessment of money laundering risks we strive to arrive at the appropriate level
of initial and ongoing due diligence and monitoring of transactions throughout the course of a
relationship. For certain higher risk clients, face-to-face due diligence requirements are
mandatory. Our anti-money laundering (AML) policy sets out the processes and risk criteria
pertaining to Politically Exposed Persons (PEPs). Global PEP clients are reviewed and
reapproved on an annual basis by the responsible member of each divisional Executive
Committee.

The Code focuses on preventing the misuse of the financial system, including in relation to
bribery. The specific anti-corruption standards of conduct that apply to all employees are also
set out in the Group Policy Against Corruption. The policy sets out our zero-tolerance stance
towards corruption and prohibits all forms of bribery by the firm and our employees, including
facilitation payments.
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Anti-corruption policies and procedures that aim to prevent bribery occurring throughout our
operations are in place for all business divisions. These policies are derived from the
standards set out in the Group Policy Against Corruption and the Group Policy on Gifts and
Business Entertainment.

— Refer to the “Our business’ section for more information on how UBS is combating
financial crime

Global whistleblowing policy and procedures

As set out in the Code, employees are required to immediately report any potential violations
of the Code to their line manager or local compliance officer. Employees can also report them
confidentially to their Legal or Compliance & Operational Risk Control teams, using
whistleblowing procedures. UBS’s global whistleblowing policy and procedures offer multiple
channels for staff to raise concerns, either openly or anonymously, about any suspected
breaches of laws, regulations, rules or other legal requirements, or of the Code, policies or
professional standards. UBS will never punish or reprimand anyone for reporting these kinds
of breaches or violations in good faith.

Human Resources (HR) policies

HR has global and country-specific policies designed to ensure effective management of our
workforce, a strong culture, and a safe and respectful working environment. An overarching
global employment policy sets the minimum hiring and employment standards for all UBS
locations. It aims at providing fair, consistent and transparent treatment for our employees
while taking into account local legal requirements, market best practices and shareholders’
interests. Country-specific employee handbooks supplement the global policies, providing
local information and clarification on the terms and conditions of employment and the
applicable HR programs, policies and procedures.
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Our governance and principles
UBS policies and principles pertaining to (political, charitable, sponsorship) contributions

UBS has in place appropriate policies on political donations, which set out the principles
(including by referencing UBS’s anti-corruption standards) and approval processes for
corporate political donations made on behalf of UBS or its entities and their respective
approval processes.

UBS’s community interaction (i.e., charitable contributions and employee volunteering) is
guided by a global policy, which governs the responsibilities for Community Affairs activities
within UBS and represents the official guidelines for all employees to follow. It defines the
governance, principles, responsibilities, focus themes, criteria (including on anti-corruption
and anti-bribery), financial planning framework as well as due diligence requirements
applicable to all Community Affairs activities and all financial contributions to non-profit
organizations and social enterprises made by UBS.

Our sponsorship activities are guided by a group-wide governance document which describes
how the UBS policy on brand & marketing should be implemented in sponsorship and events.
The document clarifies roles and responsibilities (including as regards anti-corruption and
anti-bribery), describes ways of working and is intended to ensure effective and efficient
cooperation among the various stakeholders.

Sustainable performance and compensation
Total Reward Principles

Our compensation philosophy is to align the interests of our investors with those of our clients
and employees, building on our three keys to success - our Pillars, Principles and Behaviors.
Our Total Reward Principles establish a framework that balances sustainable performance and
prudent risk-taking with a focus on conduct and sound risk management practices.

Our compensation structure is aligned with our strategic priorities. It aligns the interests of
our stakeholders with those of our employees and encourages our employees to focus on our
clients, create sustainable value and achieve the highest standards of performance. Moreover,
we reward behaviors that help build and protect the firm’s reputation - specifically integrity,
collaboration and challenge. We strive for excellence and sustainable performance in
everything we do. Compensation for each employee is based on individual, team, business
division and Group performance, within the context of the markets in which we operate.

Our Total Reward Principles apply to all employees globally. They may vary in certain
locations according to local legal requirements and regulations.

Managing a high-performing workforce
Clearly, managing our people well is key for our long-term success. Personal accountability

and effective HR processes mean that teams and businesses perform better, individuals can
advance in their careers, and ultimately, the firm can deliver its strategy.
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Our global performance management process evaluates both performance and behavior, and
employees receive two separate ratings in their year-end evaluations. This helps all of us take
a close look at how well integrity, collaboration and challenge (the firm’s expected behaviors)
are demonstrated in daily business activities. It also makes our management, promotion and
reward processes more transparent. For 2018, 99% of eligible employees received a
performance review.

Objectives focusing on our key corporate responsibility and sustainability commitments are
set for managers and employees in pertinent departments or units. Most notably, this would
include managers and employees in investment, research and product development, UBS in
society, anti-money laundering, human resources, environmental and community affairs
functions.

To help us attract and retain our global workforce, our pay reflects differentiation by location,
rank and role. We are committed to ensuring that all employees are paid fairly, and perform
regular reviews on this topic. Certain jurisdictions such as the UK may require specific
disclosure on this topic, which we fully adhere to.

Group Executive Board

Annual performance awards for the Group CEO and the other GEB members are based on the
GEB compensation determination process and, in aggregate, subject to shareholder approval
at the AGM. We assess the GEB members’ performance against a number of financial targets
and goals related to Pillars, Principles, and Behaviors. The financial measures for the Group
CEO are based on overall Group performance. For the other GEB members, they are based on
both Group performance and the performance of the relevant business division and / or
region; for those who lead Group functions, they are assessed on the performance of the
Group and the function they oversee.

The weighting between Group, business division, regional and functional measures varies
depending on a GEB member’s role. A significant weight is given to Group measures for all
GEB members. The achievements relative to goals related to Pillars and Principles are
additional factors for assessing the overall quality and sustainability of the financial results.
The financial measures including Pillars and Principles account for 65% while Behaviors
account for 35% of the assessment.
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Board of Directors

As set out in the Organization Regulations of UBS Group AG, BoD members, as a group, must
have the necessary qualifications, skills and diversity to perform all BoD duties and must
together possess financial literacy, experience in banking and risk management, international
experience, including experience of international financial matters, and knowledge of the
duties of directors.

At least annually, the BoD reviews, on the basis of an assessment conducted by the
Governance and Nominating Committee (which includes an appraisal by an external expert at
least every three years), its own performance, as well as the performance of each of the
Committees. Such a review seeks to determine whether the Board and the Committees
function effectively and efficiently.

The assessment evaluates the following dimensions, covering both formal and material
aspects of BoD and committees: meeting structure, frequency and duration; composition;
information timeliness, volume and quality; priorities; fulfilment of duties, including
succession planning; and dynamics. The committees review their responsibilities and
authorities against the Organization Regulations. In addition, for a number of the committees
a systematic comparison to best-practice standards is undertaken.

The Corporate Culture and Responsibility Committee (CCRC) members, as a group, must have
the necessary qualifications and skills to perform all of their duties. In particular the CCRC
members are expected to: (i) commit such time to the role as may be necessary for the
proper discharge of their duties (an indication of the time expected for this purpose will be set
out in each of the CCRC members’ letter of appointment); and (ii) have good knowledge of
corporate culture and corporate responsibility and relevant societal issues and such other
experience as the BoD considers desirable in order to enable the CCRC to perform its duties.
The CCRC's chairperson is expected to have good knowledge of the Committee’s relevant area
of responsibility together with such other experience as the BoD considers desirable in the
context of that Committee’s work.

— Refer to the “Compensation” section of the UBS Annual Report 2018 and the
Organization Regulations of UBS Group AG for further information

Our climate strategy - taking action to support a low-carbon economy

We are supporting the shift to a climate-smart world. Our climate strategy underlines our
commitment to the United Nations’ Sustainable Development Goals (SDGs) on affordable and
clean energy and on climate action. We regularly report on the implementation of our climate
strategy and follow the recommendations provided by the Financial Stability Board’s Task
Force on Climate-related Financial Disclosures (TCFD) in June 2017. The recommendations call
on companies to disclose the impacts of climate change on their businesses. This will allow
investors and financial institutions to make better investment decisions with a common set of
data to assess the climate-related risks and opportunities of specific companies. We plan to
further align our disclosure within the five-year pathway outlined by the TCFD and collaborate
within the industry to close gaps.
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UBS’s management publicly supports international, collaborative action against climate
change. Our Chairman is a signatory to the European Financial Services Round Table’s
statement in support of a strong, ambitious response to climate change. Our Group CEO is a
member of the Alliance of CEO Climate Leaders, an informal network of CEOs convened by the
World Economic Forum and committed to climate action. Our Head Sustainable Equity Team
at Asset Management (AM) is a member of the TCFD.

In December 2018, AM joined other institutional investors to support a Statement on Climate
Change, which was officially presented to governments at the Conference of the Parties to the
United Nations Framework Convention on Climate Change COP 24 meeting in Poland. The
statement is asking public leaders to a) achieve the Paris Agreement goals, b) accelerate
private sector investments into the low carbon transition and

c) commit to improve climate-related financial reporting as suggested by TCFD.

For the third year in a row, CDP, which runs a global disclosure system that enables
companies, cities, states and regions to measure and manage their environmental impacts,
has awarded UBS with the Climate A List, its highest ranking.

— Refer to our CDP disclosure available at www.ubs.com/insociety for more details
Governance

Our climate strategy is overseen by the CCRC as part of the UBS in society governance. This
oversight role of the CCRC is embedded in the Organization Regulations of UBS Group AG.
Within the parameters set by the CCRC, climate-related opportunities are overseen by the
UBS in society Operating Committee, and climate-related risks by the Global ESR Committee.
In 2018, climate-related risks were also for the first time discussed by a joint meeting of the
BoD's CCRC and Risk Committee. The CCRC regularly and critically reviews the assessments
and steps taken by these management bodies towards executing the climate strategy. It
approves UBS’s annual climate-related objectives and plans and decides on the progressive
alignment of our climate action disclosure pathway with TCFD’s recommendations. These
annual objectives and plans are managed as part of our ISO 14001-certified environmental
management system (EMS) with defined management accountabilities across the firm.

Strategy
We believe the transition to a low carbon economy is vital and we are focused on supporting

our clients in preparing for success in an increasingly carbon-constrained world. As a leading
global financial services provider, we do this in four different ways:
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Our governance and principles
Protecting our own assets

We seek to protect our assets from climate-related risks by limiting our risk appetite for
carbon-related assets and by estimating our firm’s vulnerability to climate-related risks using
scenario-based stress testing approaches and other forward-looking portfolio analyses. We
have so far not found any significant climate-related financial risk on our balance sheet.

Protecting our clients’ assets

We support our clients’ efforts to assess, manage and protect them from climate-related risks
by offering innovative products and services in investment, financing and research. Our Asset
Management division has developed a string of products allowing its clients to identify the
carbon intensity of their investments and / or to align them with the Paris Agreement.

Mobilizing private and institutional capital

We mobilize private and institutional capital towards investments facilitating climate change
mitigation and adaptation and in supporting the transition to a low-carbon economy as
corporate advisor, and/or with our lending capacity.

Reducing our direct climate impact

We continue to reduce our greenhouse gas (GHG) emissions and increase the firm’s share in
renewable energy.

Risk Management

We manage climate-related risks and opportunities via our certified EMS and we monitor
implementation on an ongoing basis. The EMS helps us to systematically reduce
environmental risks, seize climate/environment-related market opportunities and to
continuously improve UBS’s climate/environmental performance and resource efficiency.

Protecting our own assets

Our standard risk, compliance and operations processes involve procedures and tools for
identifying, assessing and monitoring environmental and social risks. These include client
onboarding, transaction due diligence, product development and investment decision
processes, own operations, supply chain management and portfolio reviews. These processes
are geared toward identifying clients, transactions or suppliers potentially in breach of our
standards or otherwise subject to significant environmental and human rights controversies,
including climate change.

We are committed to:

- not providing project-level finance to new coal-fired power plants globally;

—only supporting financing transactions of existing coal-fired operators (>30% coal reliance)
who have a transition strategy in place that aligns with a pathway under the Paris Agreement,

or the transaction is related to renewable energy;
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- severely restricting lending and capital raising to the coal mining sector and not supporting
coal mining companies engaged in mountain-top removal (MTR) operations.

— Refer to the “Our documents* page amww.ubs.com/insociety for an FAQ on the
above commitments

We have also established standards in the forestry sector to support our clients’ efforts to
achieve “zero deforestation” in their supply chains.

In order to manage our own, and our clients’, risk derived from both the physical and transition
risks associated with climate change, we have performed both top-down balance sheet stress
testing, as well as targeted, bottom-up analysis of specific sector exposures. In doing so, we
identified challenges ranging from the suitability of climate scenarios for banking risk
modelling to data availability. To address these challenges, we have committed to work
towards alignment and knowledge-sharing within the industry. Sixteen banks, including UBS,
and the UN Environment Programme Finance Initiative (UNEP FI) have partnered to
collaboratively develop analytical tools that help banks disclose their exposures to
climate-related risks and opportunities as envisioned by the TCFD. This included further
refining scenario-based stress-testing methodologies.

We tested the methodologies developed in this working group for both transition risk and
physical risk. The transition risk tool that uses a combined top-down and bottom-up approach
has mainly highlighted challenges of translating climate transition scenarios into banking risk
models based on macroeconomic factors. Bottom-up analysis is time consuming and not
suited for international, multi-sector analysis. The physical climate risk methodology has
highlighted additional challenges, mainly relating to lack of data related to climate risk and its
impact on production processes, and asset-level information of individual companies.

Overall, findings of this pilot confirmed what we had found in previous pilot stress tests that
we have been performing on climate since 2014: We have so far not identified significant
climate-related financial risk on our balance sheet. We explain this by UBS’s relatively small
lending book in exposed sectors and availability of insurance where we have relevant
exposures to such sectors (e.g., Swiss mortgage lending book).

We should however continue to work on improving data availability, scenario applicability and
methodology development. As long as they are not reliably available, we cannot consider
respective financial risk analysis to be robust.

The project was helpful to further raise awareness within the financial sector for
climate-related risk and to promote collaboration within and across the industry as well as
with scenario and model developers in science and research. Addressing the mentioned
challenges is a journey however and requires additional effort over the coming years. We
continue to support international collaboration to address these challenges.

UBS is also involved in other activities to reduce gaps in climate-related financial data. We
support the CDP, as an investor member as well as a questionnaire respondent, in their aim to
improve company disclosure of risks and opportunities related to natural resources. We were
also on the advisory panel of the Natural Capital Finance Alliance’s advancing environmental
management project. The project tool ENCORE, which maps how industry sectors depend on
nature, was launched in November 2018.
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Protecting our clients’ assets

We offer innovative products and services in investment, financing and research. Examples
include:

- Our Asset Management (AM) business has developed the capability for equity portfolio
managers to examine the carbon footprint of their portfolios and comparing the relative
carbon footprints of their company holdings to that of the benchmark. Carbon emissions data
is also made available to all equity portfolio managers through the Portfolio Optimization
Platform, which allows portfolio managers and analysts to download carbon and carbon
intensity data on over 6,000 companies.

-1In 2018, AM followed its successful UK Climate Aware rules-based fund with an Irish based
fund that is available for international investors outside of the UK. The portfolio is oriented
towards companies that are better prepared for a low carbon future while reducing exposure
to, rather than excluding, companies with higher carbon risk, in order to pursue strategic
engagement with these companies. The strategy involves not only a reduction of the CO,
footprint of the portfolio but also an innovative approach to aligning the portfolio with the two
degree carbon reduction scenario in the future.

- AM engages with companies in which it invests on behalf of clients to discuss approaches to
mitigating climate-related risk, as well as actively voting on shareholder resolutions to
improve transparency and disclosure around climate-related reporting. Specifically in the
context of the Climate Aware fund, UBS Asset Management has implemented an engagement
program with 50 oil & gas and utilities companies underweighted in the fund. Dialogue with
companies aims at improving companies’ disclosure and performance alignment with the
TCFD recommendations. Engagement makes it possible to share the results of the
quantitative and qualitative assessments included in the fund methodology with investee
companies too. This allows for the verification of company performance with additional
information collected before and after meetings. It also means AM can collect feedback,
explicitly communicate objectives for change in corporate practices and further enhance the
model used to inform the under/overweights in the strategy.

Mobilizing private and institutional capital

We mobilize capital to support environmental and social issues, including the transition to a
low carbon economy. For example:

- We offer 100% sustainable discretionary mandates and asset allocation funds based on a
new dedicated Sl Strategic Asset Allocation for private clients in Global Wealth Management
(GWM).

— Our GWM in collaboration with AM is developing a range of new thematic and pooled impact
investments.

— Our GWM has committed to integrating ESG assessments, including a dedicated climate
dimension, into all fund and ETF onboardings.
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—We have set a target of directing USD 5 billion of client assets into new impact investments
for the SDGs by end of 2021. These investments include a significant climate component.

- We participated in launching Alignl7 [J a WEF Young Global Leaders initiative [J an
independent, third-party digital marketplace, which stands out in connecting a wider range of
public, institutional, and private wealth investors with SDG-related investment opportunities.

—Our AM and GWM businesses have in place a comprehensive approach to environmental and
social factors and to corporate governance across investment disciplines. The 2018 GRESB
(formerly Global Real Estate Sustainability Benchmark) awarded ten of AM’s real estate and
infrastructure funds 5-star ratings, and seven funds ranked first in their respective peer
groups.

- Our Investment Bank provides capital-raising and strategic advisory services globally to
companies offering products that make a positive contribution to climate change mitigation
and adaptation, including those in the solar, wind, hydro, energy efficiency, waste and
biofuels, and transport sectors.

— We strive to be the preferred strategic financial partner relating to Switzerland’s Energy
Strategy 2050. In 2018, our Personal & Corporate business supported eight strategic
transactions in support of the strategy. And the UBS Clean Energy Infrastructure Switzerland
strategy offers institutional investors unprecedented access to a diversified portfolio of Swiss
infrastructure facilities and renewable energy companies. Due to client’s demand, a successor
strategy was launched in September 2017.

Reducing our direct climate change impact

We set quantitative targets and continue to reduce UBS’s Group-wide GHG emissions and
increase our share in renewable energy in line with our commitment to RE100, a global
initiative that encourages multinational companies to make a commitment to using 100%
renewable power by 2020. This will reduce the firm’s GHG footprint by 75% by 2020 compared
with 2004 levels.

— Refer to the “In-house environmental management* section for more information
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Our governance and principles

Climate-related metrics 2018

Protecting our own assets

Risks

Identified significant climate-related financial
risk on balance sheet!

Carbon-related assets (USD bn)2

Proportion of total net credit exposure (%)

Protecting our clients’ assets and
mobilizing private and institutional
capital

Opportunities / products and services
Climate-related sustainable investments (USD
bn)3

Proportion of UBS clients’ total invested assets
(%)

Total deal value in equity or debt capital
market services related to climate change
mitigation and adaptation (CCMA) (USD bn)
Total deal value of financial advisory services
related to CCMA (USD bn)

Number of strategic transactions in support of
Switzerland’s Energy Strategy 2050

Number of climate-related shareholder
resolutions voted upon

Proportion of supported climate-related
shareholder resolutions (%)

Reducing our own climate change impact
Greenhouse gas emissions

GHG footprint (kilotons CO,e)>

Percentage change from baseline 2004
(Target: -75% by 2020) (%)

Weighted carbon intensity of the Climate
Aware equities strategy (in tons CO,e per
million of USD revenue)®

Compared to benchmark (FTSE Developed
World Index) (%)

For the year ended

31.12.2018

None

2.7
1.2

87.5

2.8

31.6

24.9

43

88.0

132
(63.4)

95.6

(55.7)

31.12.2017

None

6.6
2.8

74.0

2.3

44.3

5.5

34

82.0

148
(59.0)

117.45

(44.0)

1 Methodologies for climate-related financial risk are emerging and may change over time. In

2018, a group of 16 banks, including UBS, and UNEP FI have partnered to refine
methodologies for climate-related risks and opportunities.

2 Total net credit exposure

across Personal & Corporate Banking and the Investment Bank, includes traded and banking
products. Net of allowances, provisions, and hedges. As recommended by the TCFD,
carbon-related assets are defined as assets tied to the energy and utilities sectors (Global
Industry Classification Standard). Non-carbon-related assets, such as renewables, water
utilities, and nuclear power excluded. For grid utilities, the national grid mix is applied. 2018
Year-on-year drop attributed to planned reductions in Energy and Utilities lending exposure
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within the Investment Bank. 3 Invested assets of products such as sustainably managed
properties and infrastructure, and renewable energy. 4 On all proposals that we supported,
we voted against the recommendation provided by the issuer. 5 GHG footprint equals gross
GHG emissions minus GHG reductions from renewable energy and GHG offsets (gross GHG
emissions include: direct GHG emissions by UBS; indirect GHG emissions associated with the
generation of imported / purchased electricity (grid average emission factor), heat or steam
and other indirect GHG emissions associated with business travel, paper consumption and
waste disposal). A breakdown of our GHG emissions (scope 1, 2, 3) is available in the in-house
environmental section in this document. 6 Year-on-year decrease of carbon intensity is
mainly driven by higher carbon targets of the investment strategy. Carbon intensity is based
on scope 1 and 2 CO, emissions of investee companies, which often rely on third-party
estimates.
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Our stakeholder engagement
Our stakeholders

We engage with our stakeholders, both key groups (clients, investors, employees and
governments / regulators) and others, on a regular basis and on a wide range of topics. This
engagement with stakeholders yields important information on their expectations and
concerns and offers critical contribution to our understanding and management of issues with
potential (positive and negative) relevance to our bank. By actively fostering such interactions
we are in a position to address stakeholder expectations and concerns in an informed and
effective manner.

Our relationships with stakeholders are multi-faceted and include major stand-alone
interactions with large groups (e.g., the employee survey), regular communications
throughout the year with representatives from a particular group (e.g., media), as well as
dialogue meetings with single individuals (e.qg., client enquiries).

Clients

Clients are the reason for our existence and hence at the center of our activities. We are
committed to building and sustaining relationships with clients based on trust and integrity.
Having regular dialogs with clients and collecting their feedback ensures that we understand
their expectations.

Our clients increasingly want financial advice as well as the right products in order to use their
resources to address societal issues. As the preeminent global wealth manager to high net
worth and ultra high net worth clients, we are well placed to provide this support, based on a
consistent Group-wide approach. We use our manifold interactions with clients to better
understand their needs. Client feedback (including that which is collected through our Quality
Feedback management system) enables the firm to act and continuously improve products
and client service standards in order to provide the best client experience.

Quality feedback management system

In Wealth Management and Personal & Corporate Banking, the Quality Feedback system
provides a comprehensive and systematic platform to receive and process feedback and
suggestions from both clients and employees. Feedback is received in a wide range of
formats, including written, electronic, verbal (e.g., comments made to employees in UBS
branches), through social media and via the Swiss banking Ombudsman.

Client feedback, including complaints and suggestions, is of crucial importance to UBS as it
supports the development and introduction of new products and services as well as the
adaptation of our offering in a client-oriented manner. By addressing client feedback we strive
to strengthen client relationships, restore client satisfaction, and make a tangible
improvement to client service and overall banking services. Having a wide variety of quality
feedback from our clients enables us to systematically evaluate and review our actions. By
sharing their views, clients contribute to quality improvements at all levels.
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UBS strives to respond directly to each individual who provides feedback. On significant topics
and key developments, UBS also provides a collective response in its external reporting.

In 2018, key topics and enhancements included some targeted products and services mostly
centering around the functionalities of digital banking and stemming in particular from
requests and improvement suggestions for existing features and queries regarding access
and security. Moreover, certain client feedback related to change in delivery of bank
statements from physical to electronically (and debit/credit cards).

Feedback from employees (i.e., quality tips and ideas / proposals that arise from their
knowledge and experience in improving and updating products, processes and services) helps
to foster creativity and innovation arising from their knowledge and experience in improving
and updating products, processes and services.

Shareholders / investors

Investor Relations serves as the point of contact for UBS’s investor community. Our senior
management and the Investor Relations team regularly communicate with investors, financial
analysts and rating agencies. The Investor Relations and Corporate Responsibility teams also
interact with shareholders focused on sustainability to discuss more holistic topics relevant to
UBS’s long-term performance and to the society and environment in which it operates. UBS
strives to achieve a consistently fair valuation for its shares through best-in-class disclosure,
transparency and communication practices.

Employees

Our employees are the link between us and our clients, and the key to achieving sustainable
success. We therefore strive to ensure our employees are well informed and engaged as
partners in the firm’s long-term success.

As a responsible company and employer of choice, we inform employees about our strategy,
priorities and policies, as well as topics such as goal setting and regular feedback, career
development, new technologies and required training. We also highlight collaboration and
efficiency initiatives such as our Group Franchise Awards, key diversity initiatives like our UBS
Career Comeback program, and community efforts such our work with lower-income and first
generation college-goers in the US through UBS NextGen Leaders. We communicate through a
number of news and information channels such as our intranet, UBS Connections (our internal
social network), UBS TV, and interactive help / information sites.

41

91



Edgar Filing: UBS Group AG - Form 6-K

Our stakeholder engagement

Direct interaction with employees also takes place through personal meetings, emails, all-staff
sessions, large and small-scale employee surveys, and the firm’s Quality Feedback system. In
2018, employees in all businesses and regions attended numerous town halls and small group
meetings to discuss relevant issues directly with senior management. For example, regular
“Ask the CEO” events, attended in person by local employees and broadcast live (and via
replay) on our in-house UBS TV channel, allowed all employees globally to learn about (and
ask questions on) topics such as the firm’s strategy and direction. Likewise, regular divisional,
functional and regional town halls enabled employees to learn about the firm’s strategy,
business priorities and collaboration opportunities. These events are generally live and also
broadcast via UBS TV and questions may be asked live or be pre-submitted.

We want our employees to be engaged and to share their views on the status quo and our
culture. We also want to give them the opportunity to influence the firm’s future. Since 2016,
we have regularly surveyed all our permanent employees to capture their feedback on how
we are doing as a firm. As such, in September 2018, all employees were asked to participate
in a global survey, and 83% did. Of specific interest was employees’ views on whether our
firm’s principles and behaviors are being lived up to, our strategy effectively communicated
and a positive and empowering work environment provided, and responses indicated that
engagement, appreciation for our talent management practices and pride in working at UBS
were at or above the norm for high-performing organizations. Employees were informed of the
Group-wide results of the survey, as well as divisional, regional and business area results, as
applicable. The results are analyzed and leveraged to help us continuously improve, as it is
our ongoing ambition to continue to have a highly motivated workforce that models integrity,
collaboration and challenge in their daily work. We also want to be the clear employer of
choice in the financial services industry. Our goal is to maintain overall engagement ratings in
the top quartile.

In 2018, we sponsored 43 employee networks globally. Our networks help employees build
cross-business relationships and support an open workplace. Our disability-focused networks
in the US, UK, Switzerland and Asia Pacific raise awareness of visible and invisible disabilities
in the workplace, as well as our management’s active support for hiring, development and
retention of persons with disabilities in all our businesses. Further, our Women'’s Business
Networks in support women’s personal and professional development through networking,
mentoring and education.

Grievances and whistleblowing protection

We are committed to maintaining high legal, regulatory and ethical standards. We have
long-standing procedures in every region to help us resolve employee grievances, and
employees are strongly encouraged to speak with their line manager or HR about any
concerns. Our global whistleblowing policy and procedures offer multiple channels (including a
whistleblowing and sexual misconduct hotline) for staff to raise concerns, either openly or
anonymously, about any suspected breaches of laws, regulations, rules or other legal
requirements, sexual misconduct or harassment, or any infringement our Code, policies or
professional standards.
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— Refer to the “Risk management and control” section of the UBS Annual Report
2018 for more information

Employee representation

As a responsible employer, we maintain an open dialog with our formal employee
representation groups, all of which are in Europe. The UBS Employee Forum for Europe
represents 16 countries and considers pan-European issues that may affect our performance,
operations or prospects. Local and regional work councils discuss topics such as business
transfers, pensions, workplace conditions, health and safety, and redundancies. Collectively,
these groups represent approximately 50% of our global workforce.

— Find out more about topics of interest to employees and potential employees at
www.ubs.com/careers

Governments and regulators

Financial market stability is largely dependent on the overall economic, regulatory and
political environment and the conduct of the firms within the sector. We actively participate in
political discussions to share our expertise on proposed regulatory and supervisory changes.
The regime set out by the post-2008 regulatory reform agenda is now largely completed with
focus shifting to final national implementation of key prudential rules such as the Basel lll
standards.

With regard to corporate responsibility and sustainability issues, we actively participated in
governmental discussions concerning the implementation of the commitments made at the
Paris Climate Change Conference and in the SDGs. In addition, we contribute to the TCFD. On
a regional basis, we engaged with the EU High-level Expert Group on Sustainable Finance. In
our home country Switzerland, we continue to actively contribute to pertinent sustainability
discussions with various government bodies. We also contribute our experience and
knowledge to supervisors in their efforts to further thinking on new topics such as the
appropriate regulatory environment for digital finance and the financial risks of climate
change.

— Refer to UBS’s quarterly reports and annual reports available at
www.ubs.com/investors for more information on regulatory topics
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Politicians and political parties

We maintain a regular dialogue with politicians globally and strive to establish long-term
relationships with political representatives.

UBS complies with legal requirements on disclosing political donations, as applicable in the
relevant jurisdiction. Outside of Switzerland, UBS does not provide financial support to political
parties. In the US, eligible employees may make financial contributions through a federal
Political Action Committee (PAC), the UBS Americas Fund for Better Government. The PAC
makes contributions to federal candidates. These employee contributions do not constitute
political donations by UBS.

Support of the Swiss militia system

Swiss citizens actively and voluntarily engage in political institutions at all three levels of the
Swiss state (federal, cantonal and local) as public officials (e.g., members of parliament,
members of commissions and executive mandates), while they continue to pursue other
professional activities. This arrangement - citizens taking on public tasks and mandates on a
part-time basis - is referred to as the militia system.

In this system, members of parliament in Switzerland are thus (usually) not professional
politicians and political parties do not receive state funding. It is for this reason that UBS
views the support of the militia system as a crucial component of its societal responsibility in
its home market Switzerland. In recognition of the vital function of Switzerland’s political
parties, UBS provided a total of CHF 0.5 million to political parties in 2018 as a contribution to
their operational costs. Financial contributions are calculated based on the number of
parliamentary seats the respective party holds at the federal and cantonal level. Swiss parties
are eligible to apply for a financial contribution if they commit to free competition, the market
economy and to the Swiss financial center. They should furthermore have a national focus and
either form a parliamentary group in the federal parliament or be represented in at least one
cantonal government. UBS views its contribution to political parties in Switzerland as a
long-term commitment, which is, however, subject to regular reviews.

Annual “Political Forum” for employees who hold elected public office in Switzerland

UBS expressly supports the political involvement of its employees. About 300 employees
currently hold political office at federal, cantonal and local level. If necessary, employees may
spend a certain amount of their working time on their public duties. UBS organizes an annual
“Political Forum” at which senior management and political office holders discuss topics of
relevance to UBS in Switzerland.

— Refer to www.ubs.com/gov for more information on governmental topics
pertaining to Switzerland

Peers
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We actively engage in regular discussions on corporate responsibility and sustainability issues
with specialists in peer banks, and more widely through trade bodies and associations.
Sharing experiences and assessments of corporate responsibility and sustainability issues
helps us to compare and improve our strategy, approach and tools.

UBS is a founding member of the Wolfsberg Group, an association of global banks that aims to
develop financial services industry standards regarding anti-money laundering, Know Your
Client and counter-terrorist financing policies. Meeting regularly, the Wolfsberg Group also
works closely with the Financial Action Task Force.

Sixteen banks, including UBS, and the UN Environment Programme Finance Initiative (UNEP
FI) have partnered to collaboratively develop analytical tools that help banks disclose their
exposures to climate-related risks and opportunities, as envisioned by the TCFD.

In 2011, UBS was a driving force behind the establishment of the Thun Group of Banks, which
has published two papers that seek to establish a framework to facilitate the identification of
the key challenges and best practice examples for the banking sector’'s implementation of the
UN Guiding Principles on Business and Human Rights. The Thun Group maintains regular
discussions, both in calls and in annual meetings at the UBS Conference Center in Thun,
Switzerland.

Communities

At UBS, we recognize that our long-term success depends on the health and prosperity of the
communities of which we are a part. Our approach is to build sustainable and successful
partnerships with non-profit organizations and social enterprises to help our contributio