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IMPORTANT NOTICES

This Registration Document has been approved by the Federal Financial Services Supervisory Authority
(Bundesanstalt fir Finanzdienstleistungsaufsicht — "BaFin") in accordance with § 13 (1) of the WpPG after
completing a review of this document for completeness, including a review of the coherence and
comprehensibility of the information provided. This Registration Document as well as any securities notes
or (base) prospectuses, either incorporating information from this Registration Document by reference or of
which this Registration Document forms part, are available to the public in printed format, free of charge, at
the registered offices of the Issuer. In addition, the Registration Document as well as any securities notes or
(base) prospectuses, either incorporating information from this Registration Document by reference or of
which this Registration Document forms part, are published on the UBS website, at www.ubs.com/keyinvest
or any successor address notified by the Issuer to the Securityholders for this purpose by way of publication
on www.ubs.com/keyinvest.

No person has been authorised to give any information or to make any representation not contained in or
not consistent with this Registration Document, and, if given or made, such information or representation
must not be relied upon as having been authorised by the Issuer, or any trustee or any dealer appointed in
relation to any issue of debt or derivative securities by the Issuer.

This Registration Document should not be considered as a recommendation by the Issuer, any trustee or
any dealer appointed in relation to any issue of debt or derivative securities by the Issuer that any recipient
of this Registration Document should purchase any debt or derivative securities issued by the Issuer. Each
investor contemplating purchasing debt or derivative securities issued by the Issuer should make its own
independent investigation of the financial condition and affairs, and its own appraisal of the
creditworthiness, of the Issuer. No part of this Registration Document constitutes an offer or invitation by or
on behalf of the Issuer, any trustee or any dealer appointed in relation to any issue of debt or derivative
securities by the Issuer or any of them to any person to subscribe for or to purchase any of the debt or
derivative securities issued by the Issuer.

This Registration Document is valid for a period of twelve months from the date of its approval. Neither the
delivery of this Registration Document or of any securities notes or (base) prospectuses, either
incorporating information from this Registration Document by reference or of which this Registration
Document forms part, nor the offering, sale or delivery of any debt or derivative securities shall, in any
circumstances, create any implication that there has been no change in the affairs of the Issuer since the
date hereof. The contents of this Registration Document will be updated in accordance with the provisions
of the Prospectus Directive and the WpPG. Any dealer or trustee appointed in relation to any issue of debt
or derivative securities by the Issuer expressly does not undertake to review the financial condition or
affairs of the Issuer or its subsidiary undertakings during the life of such securities.

The distribution of this Registration Document and the offer or sale of securities issued by the Issuer may
be restricted by law in certain jurisdictions. Persons into whose possession this Registration Document or
any securities issued by the Issuer come must inform themselves about, and observe, any such
restrictions.
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.  Persons Responsible

UBS AG, having its registered offices at Bahnhofstrasse 45, 8001 Zurich, Switzerland, and
Aeschenvorstadt 1, 4051 Basel, Switzerland, accepts responsibility for the information contained in this
Registration Document and declares that the information contained in this Registration Document is, to the
best of its knowledge, accurate and that no material facts have been omitted.

Where this Registration Document contains information obtained from third parties, such information was
reproduced accurately, and to the best knowledge of the Issuer - as far as it is able to ascertain from
information provided or published by such third party - no facts have been omitted which would render the
reproduced information inaccurate or misleading.

Il. Statutory Auditors

Based on article 31 of the articles of association of UBS AG, dated 26 April 2018 ("Articles of Association"),
UBS AG shareholders elect the auditors for a term of office of one year. At the Annual General Meeting of
shareholders ("AGM") of 4 May 2016, 2 March 2017 and 26 April 2018, Ernst & Young Ltd.,
Aeschengraben 9, CH-4002 Basel ("Ernst & Young") were elected as auditors for the consolidated and
standalone financial statements of UBS AG for a one-year term.

Ernst & Young is a member of EXPERTsuisse, the Swiss Expert Association for Audit, Tax and Fiduciary.

lll. Risk Factors

Investing in the debt or derivative securities of the Issuer involves certain issuer-specific risks.
Investments in debt or derivative securities of the Issuer should not be made until all these risk factors
have been acknowledged and carefully considered. When making decisions relating fo investments in the
debt or derivative securifies of the Issuer, potential investors should consider following risks factors in
respect of the Issuer, which may affect the Issuer’s ability fo fulfil its obligations under its debt or derivative
securities and, if necessary, consult their legal, tax, financial or other advisor.

Prospective investors in any debt or derivative securities of the Issuer should read the entire Registration
Document and the relevant summary and securities note, base prospectus or other prospectus, either
incorporating information from this Registration Document by reference, containing disclosure on certain
debt or derivative securities (and where appropriate, the relevant summary note applicable to the relevant
debt or derivative securities).

As a global financial services provider, the business activities of UBS AG ("Issuer") with its subsidiaries
(together, "UBS AG (consolidated)" or "UBS AG Group"; together with UBS Group AG, which is the
holding company of UBS AG, "UBS Group" "Group", "UBS" or "UBS Group AG (consolidated)") are
affected by certain risks, including those described below, which may affect UBS's ability to execute its
strategy or its business activities, financial condition, results of operations and prospects. Because a
broad-based international financial services firm such as UBS is inherently exposed to multiple risks many
of which become apparent only with the benefit of hindsight, risks of which UBS is not presently aware or
which UBS currently does not consider to be material could also adversely affect UBS. The order of
presentation of the risk factors below does not indicate the likelihood of their occurrence or the potential
magnitude of their consequences.

General insolvency risk

Each investor bears the general risk that the financial situation of the Issuer could deteriorate. The
Securities constitute immediate, unsecured and unsubordinated obligations of the Issuer, which, in
particular in the case of insolvency of the Issuer, rank pari passu with each other and all other current and
future unsecured and unsubordinated obligations of the Issuer, with the exception of those that have
priority due to mandatory statutory provisions. The obligations of the Issuer created by the Securities are
not secured by a system of deposit guarantees or a compensation scheme. In case of an insolvency of
the Issuer, Securityholders may, consequently, suffer a total loss of their investment in the Securities.
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Effect of downgrading of the Issuer's rating

The general assessment of the Issuer's creditworthiness may affect the value of the Securities. This
assessment generally depends on the ratings assigned to the Issuer or its affiliated companies by rating
agencies such as Standard & Poor's Credit Market Services Europe Limited, Fitch Ratings Limited,
Moody's Investors Service, Inc. and Scope Ratings AG. As a result, any downgrading of the Issuer's
rating by a rating agency may have a negative impact on the value of the Securities.

Market conditions and fluctuations may have a detrimental effect on UBS's profitability, capital strength,
liquidity and funding position

Low and negative interest rates in Switzerland and the eurozone have negatively affected UBS's net
interest income: A continuing low or negative interest rate environment may further erode interest margins
and adversely affect the net interest income generated by the Personal & Corporate Banking and Global
Wealth Management businesses. UBS's performance is also affected by the cost of maintaining the high-
quality liquid assets ("HQLA") required to cover regulatory outflow assumptions embedded in the liquidity
coverage ratio ("LCR").

The Swiss National Bank permits Swiss banks to make deposits up to a threshold at zero interest. Any
reduction in or limitations on the use of this exemption from the otherwise applicable negative interest
rates could exacerbate the effect of negative interest rates in Switzerland. Low and negative interest rates
may also affect customer behaviour and hence UBS's overall balance sheet structure. Mitigating actions
that UBS has taken, or may take in the future, such as the introduction of selective deposit fees or
minimum lending rates, have resulted and may further result in the loss of customer deposits, a key
source of funding for UBS, net new money outflows and / or a declining market share in UBS's domestic
lending business.

UBS's equity and capital are also affected by changes in interest rates. In particular, the calculation of
UBS's Swiss pension plan net defined benefit assets and liabilities is sensitive to the discount rate
applied. Any further reduction in interest rates may lower the discount rates and result in pension plan
deficits due to the long duration of corresponding liabilities. This would lead to a corresponding reduction
in UBS's equity and fully applied common equity tier 1 ("CET1") capital.

UBS is subject to risk from currency fluctuations

UBS prepares its consolidated financial statements in Swiss francs. However, a substantial portion of its
assets, liabilities, invested assets, revenues and expenses, equity of foreign operations and risk-weighted
assets ("RWA") are denominated in US dollars, euros, British pounds and in other foreign currencies.
Accordingly, changes in foreign exchange rates may adversely affect UBS's profits, balance sheet,
including deferred tax assets, and capital, leverage and liquidity ratios. In particular, the portion of UBS's
operating income denominated in non-Swiss franc currencies is greater than the portion of operating
expenses denominated in non-Swiss franc currencies. Therefore, the appreciation of the Swiss franc
against other currencies generally has an adverse effect on UBS's profits, in the absence of any mitigating
actions.

In order to hedge UBS's CET1 capital ratio, CET1 capital needs to have foreign currency exposure,
leading to currency sensitivity of CET1 capital. As a consequence, it is not possible to simultaneously fully
hedge both the amount of capital and the capital ratio. As the proportion of RWA denominated in non-
Swiss franc currencies outweighs the capital in these currencies, a significant appreciation of the Swiss
franc against these currencies could benefit UBS's capital ratios, while a significant depreciation of the
Swiss franc against these currencies could adversely affect its capital ratios.

Substantial changes in the regulation of UBS's businesses may adversely affect its business and UBS's
ability to execute its strategic plans

Fundamental changes in the laws and regulations affecting financial institutions can have a material and
adverse effect on UBS's business. Following the 2007-2009 financial crisis, regulators and legislators
have adopted a wide range of changes to the laws, regulations and supervisory frameworks applicable to
banks intended to address the perceived causes of the crisis and to limit the systemic risks posed by
major financial institutions. These changes have caused UBS to make significant changes in its
businesses and strategy and to move significant operations into subsidiaries to improve resolvability or
meet regulatory requirements, resulting in substantial implementation costs, increased UBS's capital and
funding costs and reduced operational flexibility. Although many of the regulatory changes have been
completed, a number of these changes are being phased in over time or require further rulemaking or
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guidance for implementation. Certain changes are still under consideration. There remains significant
uncertainty regarding a number of the measures referred to above.

Notwithstanding attempts by regulators to align their efforts, the measures adopted or proposed differ
significantly across the major jurisdictions, making it increasingly difficult to manage a global institution
like UBS. Swiss regulatory changes with regard to such matters as capital and liquidity have often
proceeded more quickly than those in other major jurisdictions, and the requirements for Swiss major
international banks are among the strictest of the major financial centers. This could put Swiss banks
such as UBS at a disadvantage when they compete with peer financial institutions subject to more lenient
regulation or with unregulated non-bank competitors.

Higher capital and total loss-absorbing capacity requirements increase UBS's costs

As an internationally active Swiss systemically relevant bank ("SRB"), UBS is subject to capital and total
loss-absorbing capacity ("TLAC") requirements that are among the most stringent in the world. New Swiss
SRB capital requirements impose significantly higher requirements based on RWA and a significantly
higher leverage ratio requirement. In addition, UBS is required to maintain minimum levels of TLAC
measured based on both RWA and the leverage ratio denominator.

UBS expects increases in its RWA from changes in methodology, add-ons in the calculation of RWA and
other changes in 2018 and 2019. Changes to international capital standards for banks recently adopted
by the Basel Committee on Banking Supervision are expected to further increase UBS's RWA when the
standards are scheduled to become effective in 2022. UBS also expects that it will incur significant costs
to implement the proposed changes.

Liquidity and funding

The requirements to maintain an LCR of HQLA to estimated stressed short-term net cash outflows, the
proposed requirement to maintain a net stable funding ratio (NSFR), and other similar liquidity and
funding requirements UBS is subject to, oblige UBS to maintain high levels of overall liquidity, limit its
efforts to optimize interest income and expense, make certain lines of business less attractive and reduce
UBS's overall ability to generate profits. Both the LCR and NSFR requirements are intended to ensure
that UBS is not overly reliant on short-term funding and that it has sufficient long-term funding for illiquid
assets, and the relevant calculations make assumptions about the relative likelihood and amount of
outflows of funding and available sources of additional funding in market- and firm-specific stress
situations. There can be no assurance that in an actual stress situation UBS's funding outflows would not
exceed the assumed amounts. Moreover, many of UBS's subsidiaries must comply with minimum capital,
liquidity and similar requirements and as a result UBS Group AG and UBS AG have contributed a
significant portion of their capital and provide substantial liquidity to them. These funds are available to
meet funding and collateral needs in the relevant jurisdictions, but are generally not readily available for
use by the Group as a whole.

Banking structure and activity limitations

UBS has made significant changes in its legal and operational structure to meet legal and regulatory
requirements and expectations. For example, UBS has transferred all of its US subsidiaries under a US
intermediate holding company to meet US regulatory requirements and substantially all the operations of
Personal & Corporate Banking and Wealth Management booked in Switzerland to UBS Switzerland AG to
improve resolvability. These changes, particularly the transfer of operations to subsidiaries, such as
UBS's US intermediate holding company and UBS Switzerland AG, require significant time and resources
to implement and create operational, capital, liquidity, funding and tax inefficiencies. In addition, they may
increase UBS's aggregate credit exposure to counterparties as they transact with multiple entities within
the UBS Group. UBS's operations in subsidiaries are subject to local capital, liquidity, stable funding,
capital planning and stress testing requirements. These requirements have resulted in increased capital
and liquidity requirements in affected subsidiaries, which limit UBS's operational flexibility and negatively
affect its ability to benefit from synergies between business units and to distribute earnings to the Group.

In the US, UBS has incurred substantial costs for implementing a compliance and monitoring framework
in connection with the Volcker Rule under the Dodd-Frank Act. It has also been required to modify its
business activities both inside and outside the US to conform to the Volcker Rule's activity limitations. The
Volcker Rule may also have a substantial impact on market liquidity and the economics of market-making
activities. UBS may incur additional costs in the short term if aspects of the Volcker Rule are repealed or
modified. It may become subject to other similar regulations substantively limiting the types of activities in
which it may engage or the way it conducts its operations. If adopted as proposed, the rule on single
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counterparty risk proposed by the US Federal Reserve Board may affect how UBS conducts its
operations in the US, including its use of other financial firms for payments and securities clearing
services and as transactional counterparties.

Resolvability and resolution and recovery planning

Under the Swiss too big to fail ("TBTF") framework, UBS is required to put in place viable emergency
plans to preserve the operation of systemically important functions in the event of a failure. Moreover,
under the Swiss TBTF framework and similar regulations in the US, the UK, the EU and other jurisdictions
in which it operates, UBS is required to prepare credible recovery and resolution plans detailing the
measures that would be taken to recover in the event of a significant adverse event or to wind down the
Group or the operations in a host country through resolution or insolvency proceedings. UBS has made
changes to the legal structure of the Group to improve the viability of its recovery and resolution plans and
may be required in the future to make further changes to UBS's legal structure, operations, or liquidity and
funding plans to enable its recovery and resolution plans to meet regulatory expectations. If a recovery or
resolution plan that UBS is required to produce in a jurisdiction is determined by the relevant authority to
be inadequate or not credible, relevant regulation may permit the authority to place limitations on the
scope or size of its business in that jurisdiction, oblige UBS to hold higher amounts of capital or liquidity,
or to change UBS's legal structure or business in order to remove the relevant impediments to resolution.

The Swiss Banking Act and implementing ordinances provide FINMA with significant powers to intervene
in order to prevent a failure of, or to resolve, a failing financial institution. FINMA has considerable
discretion in determining whether, when, or in what manner to exercise such powers. In case of a
threatened insolvency, FINMA may impose more onerous requirements on UBS, including restrictions on
the payment of dividends and interest. FINMA could also require UBS, directly or indirectly, for example,
to alter its legal structure, including by separating lines of business into dedicated entities, with limitations
on intra-Group funding and certain guarantees, or to further reduce business risk levels in some manner.
FINMA also has the ability to write down or convert into common equity the capital instruments and other
liabilities of UBS Group AG, UBS AG and UBS Switzerland AG in connection with a resolution. Refer to “/f
UBS experiences financial difficulties, FINMA has the power fo open resolution or liquidation proceedings
or impose profective measures in relation fo UBS Group AG, UBS AG or UBS Switzerland AG, and such
proceedings or measures may have a material adverse effect on UBS's shareholders and credjtors’
below.

Substantial changes in market regulation have affected and will continue to affect how UBS conducts its
business

The revised Markets in Financial Instruments Directive and the associated Regulation ("MiIFID II" /
"MIFIR") took effect on 3 January 2018. MIFID II, among other things, introduces substantial new
regulation of exchanges and trading venues, including new pre-trade and post-trade transparency
requirements, a ban on the practice of using commissions on transactions to compensate for research
services and substantial new conduct requirements for financial services firms when dealing with clients.
Implementation by the G20 countries of the commitment to require all standardized over-the-counter
("OTC") derivative contracts to be traded on exchanges or trading facilities and cleared through central
counterparties has had and will continue to have a significant effect on UBS's OTC derivatives business,
which is conducted primarily in the Investment Bank. These market changes are likely to reduce the
revenue potential of certain lines of business for market participants generally, and UBS may be
adversely affected. For example, UBS expects that, as a rule, the shift of OTC derivatives trading to a
central clearing model will tend to reduce profit margins in these products and the changes introduced by
MIFID II may result in a reduction in commission rates and trading margins. Also, these laws may have a
material impact on the market infrastructure that UBS uses, available platforms, collateral management
and the way UBS interacts with clients, and may cause UBS to incur material implementation costs.
Margin requirements for non-cleared OTC derivatives have required significant changes to collateral
agreements with counterparties and UBS's clients' operational processes. In some jurisdictions
implementation of these changes is ongoing, while rulemaking and implementation are delayed in others.
This may result in market dislocation, disruption of cross-border trading, and concentration of counterparty
trading. It also affects UBS's ability to implement the required changes and may limit its ability to transact
with clients.

Some of the regulations applicable to UBS AG as a registered swap dealer with the Commodity Futures
Trading Commission ("CFTC") in the US, and certain regulations that will be applicable when UBS AG
registers as a security-based swap dealer with the SEC, apply to UBS AG globally, including those
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relating to swap data reporting, record-keeping, compliance and supervision. As a result, in some cases
US rules will likely duplicate or conflict with legal requirements applicable to UBS elsewhere, including in
Switzerland, and may place UBS at a competitive disadvantage to firms that are not required to register in
the US with the SEC or CFTC.

In many instances, UBS provides services on a cross-border basis, and it is therefore sensitive to barriers
restricting market access for third-country firms. In particular, efforts in the EU to harmonise the regime for
third-country firms to access the European market may have the effect of creating new barriers that
adversely affect UBS's ability to conduct business in these jurisdictions from Switzerland. In addition, a
number of jurisdictions are increasingly regulating cross-border activities based on determinations of
equivalence of home country regulation, substituted compliance or similar principles of comity. A negative
determination could limit UBS's access to the market in those jurisdictions and may negatively influence
its ability to act as a global firm. In addition, as such determinations are typically applied on a jurisdictional
level rather than on an entity level, UBS will generally need to rely on jurisdictions' willingness to
collaborate.

If UBS is unable to maintain its capital strength, this may adversely affect its ability to execute its strategy,
its client franchise and its competitive position

Maintaining its capital strength is a key component of UBS's strategy. It enables UBS to support the
growth of its businesses as well as to meet potential regulatory changes in capital requirements. It
reassures UBS's stakeholders, forms the basis for its capital return policy and contributes to its credit
ratings. UBS's capital ratios are determined primarily by RWA, eligible capital and leverage ratio
denominator ("LRD"), all of which may fluctuate based on a number of factors, some of which are outside
UBS's control.

UBS's eligible capital may be reduced by losses recognised within net profit or other comprehensive
income. Eligible capital may also be reduced for other reasons, including certain reductions in the ratings
of securitisation exposures, acquisitions and divestments changing the level of goodwill, adverse currency
movements affecting the value of equity, prudential adjustments that may be required due to the valuation
uncertainty associated with certain types of positions, and changes in the value of certain pension fund
assets and liabilities or in the interest rate and other assumptions used to calculate the changes in UBS's
net defined benefit obligation recognised in other comprehensive income.

RWA are driven by UBS's business activities, by changes in the risk profile of its exposures, by changes
in its foreign currency exposures and foreign exchange rates and by regulation. For instance, substantial
market volatility, a widening of credit spreads, which is a major driver of UBS's value-at-risk, adverse
currency movements, increased counterparty risk, deterioration in the economic environment or increased
operational risk could result in a rise in RWA. UBS has significantly reduced its market risk and credit risk
RWA in recent years. However, increases in operational risk RWA, particularly those arising from
litigation, regulatory and similar matters, and regulatory changes in the calculation of RWA and regulatory
add-ons to RWA have offset a substantial portion of this reduction. Changes in the calculation of RWA or,
as discussed above, the imposition of additional supplemental RWA charges or multipliers applied to
certain exposures and other methodology changes, as well as the implementation of the recently adopted
changes to international capital standards for banks, could substantially increase UBS's RWA. In addition,
UBS may not be successful in its plans to further reduce RWA, either because it is unable to carry out
fully the actions it has planned or because other business or regulatory developments or actions
counteract the effects of its actions.

The leverage ratio is a balance sheet-driven measure and therefore limits balance sheet-intensive
activities, such as lending, more than activities that are less balance sheet intensive, and it may constrain
UBS's business activities even if UBS satisfies other risk-based capital requirements. UBS's LRD is driven
by, among other things, the level of client activity, including de-posits and loans, foreign exchange rates,
interest rates and other market factors. Many of these factors are wholly or partially outside UBS's control.

UBS may not be successful in the ongoing execution of its strategic plans

Over the last six years, UBS has transformed its business to focus on its wealth management businesses
and its universal bank in Switzerland, complemented by Asset Management and a significantly smaller
Investment Bank; substantially reduced the RWA and LRD usage in UBS's Corporate Center — Non-core
and Legacy Portfolio; and made significant cost reductions. UBS has recently provided an update on the
execution of its strategy and updated its performance targets and provided guidance on capital and
resources. Risk remains that UBS may not succeed in executing its strategy or achieve its performance
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targets, or may be delayed in doing so. Market events or other factors may adversely affect UBS's ability
to achieve its objectives. Macroeconomic conditions, geopolitical uncertainty, changes to regulatory
requirements and the continuing costs of meeting these requirements have prompted UBS to adapt its
targets in the past and UBS may need to do so again in the future.

As part of its strategic plans, UBS expects to continue to make significant expenditures on technology and
infrastructure to improve its client experience, improve and further enable digital offerings and increase
efficiency. There is a risk that UBS's investments in new technology will not fully achieve its objectives or
improve its ability to attract and retain customers. In addition, UBS may face competition in providing
digitally enabled offerings from both existing competitors and new financial service providers in various
portions of the value chain. UBS's ability to develop and implement competitive digitally enabled offerings
and processes will be an important factor in its ability to compete.

Moreover, the continued illiquidity and complexity of many of UBS's legacy risk positions remaining in
Corporate Center — Non-core and Legacy Portfolio could make it difficult to sell or otherwise exit these
positions and there remains a risk that UBS could incur significant losses in doing so.

As part of its strategy, UBS also has programs under way that seek to improve its operating efficiency, in
part by controlling its costs. A number of factors could negatively affect its plans. UBS may not be able to
identify feasible cost reduction opportunities that are also consistent with its business goals, and cost
reductions may be realized later or may be less than UBS anticipates. Higher temporary and permanent
regulatory costs and higher business demand than it had originally anticipated have partly offset UBS's
cost reductions and delayed the achievement of cost reduction targets in the past, and UBS could
continue to be challenged in the execution of its ongoing plans.

Changes in UBS's workforce as a result of outsourcing, nearshoring or offshoring or staff reductions may
introduce new operational risks that, if not effectively addressed, could affect UBS's ability to recognise
the desired cost and other benefits from such changes or could result in operational losses. Such
changes can also lead to expenses recognised in the income statement well in advance of the cost
savings intended to be achieved through such workforce strategy, for example, if provisions for real estate
lease contracts need to be recognised or when, in connection with the closure or disposal of non-
profitable operations, foreign currency translation losses previously recorded in other comprehensive
income are reclassified to the income statement.

As UBS implements its effectiveness and efficiency programs, it may also experience unintended
consequences, such as the loss or degradation of capabilities that it needs in order to maintain its
competitive position, achieve its targeted returns or meet existing or new regulatory requirements and
expectations.

Material legal and regulatory risks arise in the conduct of UBS's business

As a global financial services firm operating in more than 50 countries, UBS is subject to many different
legal, tax and regulatory regimes, and it is subject to extensive regulatory oversight and exposed to
significant liability risk. UBS is subject to a large number of claims, disputes, legal proceedings and
government investigations, and it expects that its ongoing business activities will continue to give rise to
such matters in the future. The extent of UBS's financial exposure to these and other matters is material
and could substantially exceed the level of provisions that UBS has established. UBS is not able to predict
the financial and non-financial consequences these matters may have when resolved. Resolution of
regulatory proceedings may require UBS to obtain waivers of regulatory disqualifications to maintain
certain operations, may entitle regulatory authorities to limit, suspend or terminate licenses and regulatory
authorisations, and may permit financial market utilities to limit, suspend or terminate UBS's participation
in them. Failure to obtain such waivers, or any limitation, suspension or termination of licenses,
authorisations or participations, could have material consequences for UBS.

UBS's settlements with governmental authorities in connection with foreign exchange, LIBOR and
benchmark interest rates starkly illustrate the significantly increased level of financial and reputational risk
now associated with regulatory matters in major jurisdictions. In connection with investigations related to
LIBOR and other benchmark rates and to foreign exchange and precious metals, very large fines and
disgorgement amounts were assessed against UBS, and UBS was required to enter guilty pleas, despite
its full cooperation with the authorities in the investigations, and despite its receipt of conditional leniency
or conditional immunity from antitrust authorities in a number of jurisdictions, including the US and
Switzerland.
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Ever since its material losses arising from the 2007—2009 financial crisis, UBS has been subject to a very
high level of regulatory scrutiny and to certain regulatory measures that constrain its strategic flexibility.
While UBS believes that it has remediated the deficiencies that led to those losses as well as to the
unauthorised trading incident announced in September 2011, the effects on its reputation and
relationships with regulatory authorities of the LIBOR-related settlements of 2012 and settlements with
some regulators of matters related to UBS's foreign exchange and precious metals business have
resulted in continued scrutiny. UBS is also subject to significant new regulatory requirements, including
recovery and resolution planning, US enhanced prudential standards and Comprehensive Capital
Analysis and Review ("CCAR"). UBS's implementation of additional regulatory requirements and changes
in supervisory standards will likely receive heightened scrutiny from supervisors. If it does not meet
supervisory expectations in relation to these or other matters, or has additional supervisory or regulatory
issues, UBS would likely be subject to continued regulatory scrutiny as well as measures that might
further constrain its strategic flexibility. UBS is in active dialog with its regulators concerning the actions
that it is taking to improve its operational risk management, control, anti-money laundering, data
management and other frameworks and otherwise seek to meet supervisory expectations, but there can
be no assurance that its efforts will have the desired effects. As a result of this history, UBS's level of risk
with respect to regulatory enforcement may be greater than that of some of its peers.

Operational risks affect UBS's business

UBS's businesses depend on its ability to process a large number of transactions, many of which are
complex, across multiple and diverse markets in different currencies, to comply with requirements of
many different legal and regulatory regimes to which UBS is subject and to prevent, or promptly detect
and stop, unauthorised, fictitious or fraudulent transactions. UBS also relies on access to, and on the
functioning of, systems maintained by third parties, including clearing systems, exchanges, information
processors and central counterparties. Any failure of its or third-party systems could have an adverse
effect on UBS. UBS's operational risk management and control systems and processes are designed to
help ensure that the risks associated with its activities, including those arising from process error, failed
execution, misconduct, unauthorised trading, fraud, system failures, financial crime, cyberattacks,
breaches of information security, inadequate or ineffective access controls and failure of security and
physical protection, are appropriately controlled. If UBS's internal controls fail or prove ineffective in
identifying and remedying these risks, UBS could suffer operational failures that might result in material
losses, such as the loss from the unauthorised trading incident announced in September 2011.

UBS and other financial services firms have been subject to breaches of security and to cyber- and other
forms of attack, some of which are sophisticated and targeted attacks intended to gain access to
confidential information or systems, disrupt service or destroy data, including through the introduction of
viruses or malware, social engineering, distributed denial of service attacks and other means. These
attempts may occur directly, or using equipment or security passwords of UBS's employees, third party
service providers or other users. UBS may not be able to anticipate, detect or recognise threats to its
systems or data or that its preventative measures may not be effective to prevent an attack or a security
breach. In the event a security breach occurs notwithstanding its preventative measures, UBS may not
immediately detect a particular breach or attack. Once a particular attack is detected time may be
required to investigate and assess the nature and extent of the attack. A successful breach or
circumvention of security of UBS's systems or data could have significant negative consequences for
UBS, including disruption of its operations, misappropriation of confidential information concerning UBS or
its customers, damage to its systems, financial losses for UBS or its customers, violations of data privacy
and similar laws, litigation exposure and damage to UBS's reputation.

A major focus of US and other countries' governmental policies relating to financial institutions in recent
years has been fighting money laundering and terrorist financing. UBS is required to maintain effective
policies, procedures and controls to detect, prevent and report money laundering and terrorist financing,
and to verify the identity of its clients. It is also subject to laws and regulations related to corrupt and illegal
payments to government officials by others, such as the US Foreign Corrupt Practices Act and the UK
Bribery Act. UBS has implemented policies, procedures and internal controls that are designed to comply
with such laws and regulations. Failure to maintain and implement adequate programs to combat money
laundering, terrorist financing or corruption, or any failure of UBS's programs in these areas, could have
serious consequences both from legal enforcement action and from damage to UBS's reputation.

As a result of new and changed regulatory requirements and the changes UBS has made in its legal
structure to meet regulatory requirements and improve its resolvability, the volume, frequency and
complexity of UBS's regulatory and other reporting has significantly increased. Regulators have also
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significantly increased expectations for UBS's internal reporting and data aggregation. UBS has incurred
and continues to incur significant costs to implement infrastructure to meet these requirements. Failure to
timely and accurately meet external reporting requirements or to meet regulatory expectations for internal
reporting could result in enforcement action or other adverse consequences for UBS.

Certain types of operational control weaknesses and failures could also adversely affect UBS's ability to
prepare and publish accurate and timely financial reports.

In addition, despite the contingency plans UBS has in place, its ability to conduct business may be
adversely affected by a disruption in the infrastructure that supports its businesses and the communities
in which it is located. This may include a disruption due to natural disasters, pandemics, civil unrest, war
or terrorism and involve electrical, communications, transportation or other services used by UBS or third
parties with whom it conducts business.

UBS's reputation is critical to the success of its business

UBS's reputation is critical to the success of its strategic plans, business and prospects. Reputational
damage is difficult to reverse, and improvements tend to be slow and difficult to measure. UBS's
reputation has been adversely affected by its losses during the financial crisis, investigations into its
cross-border private banking services, criminal resolutions of LIBOR-related and foreign exchange
matters, as well as other matters. UBS believes that reputational damage as a result of these events was
an important factor in UBS's loss of clients and client assets across its asset-gathering businesses, and
contributed to UBS's loss of and difficulty in attracting staff in the past. Any further reputational damage
could have a material adverse effect on UBS's operational results and financial condition and on its ability
to achieve its strategic goals and financial targets.

Performance in the financial services industry is affected by market conditions and the macroeconomic
climate

UBS's businesses are materially affected by market and economic conditions. Adverse changes in
interest rates, credit spreads, securities prices, market volatility and liquidity, foreign exchange rates,
commodity prices, and other market fluctuations, as well as changes in investor sentiment, can affect
UBS's earnings and ultimately its financial and capital positions.

A market downturn and weak macroeconomic conditions can be precipitated by a number of factors,
including geopolitical events, changes in monetary or fiscal policy, trade imbalances, natural disasters,
pandemics, civil unrest, acts of violence, war or terrorism. Macroeconomic and political developments can
have unpredictable and destabilising effects and, because financial markets are global and highly
interconnected, even local and regional events can have widespread impact well beyond the countries in
which they occur. Moreover, if individual countries impose restrictions on cross-border payments or other
ex-change or capital controls, or change their currency (for example, if one or more countries should
leave the eurozone), UBS could suffer losses from enforced default by counterparties, be unable to
access its own assets, and / or be impeded in, or prevented from, managing its risks.

UBS could be materially affected if a crisis develops, regionally or globally, as a result of disruptions in
emerging markets or developed markets that are susceptible to macroeconomic and political
developments, or as a result of the failure of a major market participant. Over time, UBS's strategic plans
have become more heavily dependent on its ability to generate growth and revenue in emerging markets,
including China, causing UBS to be more exposed to the risks associated with such markets. The binding
scenario UBS uses in its combined stress test framework reflects these aspects, and assumes a hard
landing in China, leading to severe contagion of Asian and emerging markets economies and at the same
time multiple debt restructurings in Europe, related direct losses for European banks and fear of a
eurozone breakup severely affecting developed markets such as Switzerland, the UK and the US. Refer
to the "Risk measurement" in the “Risk management and control” section of the Annual Report 2017 for
more information on stress testing framework.

UBS has material exposures to a number of markets, and the regional balance of its business mix also
exposes UBS to risk. UBS's Investment Bank's Equities business, for example, is more heavily weighted
to Europe and Asia, and within this business its derivatives business is more heavily weighted to
structured products for wealth management clients, in particular with European and Asian underlyings.
Turbulence in these markets can therefore affect UBS more than other financial service providers.

A decrease in business and client activity and market volumes, for example, as a result of significant
market volatility, adversely affects transaction fees, commissions and margins, particularly in UBS's
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wealth management businesses and in the Investment Bank, as UBS experienced in 2016. A market
downturn is likely to reduce the volume and valuations of assets that UBS manages on behalf of clients,
reducing its asset and performance-based fees, and could also cause a decline in the value of assets that
UBS owns and accounts for as investments or trading positions. On the other hand, reduced market
liquidity or volatility limits trading opportunities and impedes UBS's ability to manage risks, impacting
trading income, and may reduce institutional client activity and therefore transaction and performance-
based fees.

Credit risk is an integral part of many of UBS's activities, including lending, underwriting and derivatives
activities. Worsening economic conditions and adverse market developments could lead to impairments
and defaults on credit exposures and on UBS's trading and investment positions. Losses may be
exacerbated by declines in the value of collateral UBS holds. UBS is exposed to credit risk in activities
such as its prime brokerage, reverse repurchase and Lombard lending, as the value or liquidity of the
assets against which UBS provides financing may decline rapidly. Macroeconomic developments, such as
the strength of the Swiss franc and its effect on Swiss exports, the adoption of negative interest rates by
the Swiss National Bank or other central banks or any return of crisis conditions within the eurozone or
the EU, and the potential implications of the decision in Switzerland to reinstate immigration quotas for EU
and European Economic Area citizens, could also adversely affect the Swiss economy, UBS's business in
Switzerland in general and, in particular, UBS's Swiss mortgage and corporate loan portfolios.

The aforementioned developments have in the past affected, and could materially affect, the financial
performance of business divisions and of UBS as a whole, including through impairment of goodwill and
the adjustment of deferred tax asset levels. Refer to “UBS's financial results may be negatively affected
by changes to assumptions and valuations, as well as changes to accounting standards” and “The effect
of taxes on UBS's financial results is significantly influenced by tax law changes and reassessments of its
deferred tax assets” below.

UK withdrawal from the EU

In December 2017, the UK and the remaining EU member states reached an agreement on the
separation issues under Phase | of the negotiations for the UK's withdrawal from the EU. As a result, the
European Council agreed that “sufficient progress” had been made to allow the negotiations to move to
Phase Il on transitional arrangements and the future EU-UK relationship. The UK is still expected to leave
the EU in March 2019, subject to a possible transition period.

The nature of the UK's future relationship with the EU remains unclear. Any future limitations on providing
financial services into the EU from its UK operations could require UBS to make potentially significant
changes to its operations in the UK and the EU, and to UBS's legal structure. In the absence of adequate
transition relief being agreed and passed into law by the Unit-ed Kingdom and the European Union, UBS
currently expects to merge UBS Limited into UBS Europe SE, UBS's German headquartered European
bank, prior to the United Kingdom leaving the European Union on 29 March 2019. Clients and other
counterparties of UBS Limited would become counterparties of UBS Europe SE through the planned
merger of the two entities. However, UBS anticipates that clients of UBS Limited who can be serviced by
UBS AG London Branch would generally be migrated to UBS AG, London Branch prior to this merger.
UBS further anticipates that some staff would be relocated as a result; the exact number of staff and roles
would be determined in due course. The timing and extent of the actions UBS t