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Introduction

Requests for the Inclusion of

Items on the Agenda

On 21 October 2008, UBS AG pub-
lished a notice in the Swiss Official Com-
mercial Gazette (Schweizerisches Handels-
amtsblatt) as well as on its website at
www.ubs.com/egm inviting qualifying
shareholders to submit their requests for
the inclusion of individual items on the
agenda by 27 October 2008. No requests
were submitted.

Basel and Zurich, 4 November 2008

UBS AG
For the Board of Directors:

Peter Kurer, Chairman


www.ubs.com/egm

Organizational Issues

Admission Cards for the Extraordinary General Meeting

Shareholders recorded in the Share Register of UBS AG in Switzerland may order
their admission cards by sending the order form attached to this invitation to the
following address until 20 November 2008: UBS AG, Shareholder Services, P.O. Box,
CH-8098 Zurich.

Shareholders recorded in the Share Register in the United States of America may
request their admission cards, in writing, at the following address until 20 November
2008: BNY Mellon Shareowner Services, Proxy Processing, PO. Box 3510, S. Hackensack,
NJ 07606-9210.

Previously issued admission cards will become invalid if the corresponding shares are
sold prior to the Extraordinary General Meeting. These cards will be recalled if the Share
Register is informed of the sale.

Total Number of Shares and Voting Rights

The total number of shares issued by UBS AG currently stands at 2,932,574,213.
Each share carries one vote, meaning that 2,932,574,213 voting rights currently
exist. Pursuant to Art. 659a para. 1 of the Swiss Code of Obligations, the voting
rights of treasury shares and the rights associated therewith are suspended. The
same applies to shares that have not been entered in the Share Register (dispo-
shares) and shares that have been registered without voting rights. The total num-
ber of shares that entitle holders to attend and vote at the Extraordinary General
Meeting is 1,648,025,571.

Representation at the Extraordinary General Meeting
Shareholders may be represented at the Extraordinary General Meeting by their legal
representative or, with a written proxy, by their custodial bank or by any other share-
holder entitled to vote at the Extraordinary General Meeting. In addition, every
shareholder has the option of having his or her shares represented at the Extraordi-
nary General Meeting, free of charge, by:
— UBS AG, P.O. Box, CH-8098 Zurich as a corporate or custody proxy
— Altorfer Duss & Beilstein AG (Dr. Urs Zeltner, Attorney and Notary)

P.O. Box, CH-8010 Zurich as an independent proxy.

Broadcast on the Internet
The Extraordinary General Meeting will be broadcast on the Internet via
www.ubs.com/egm.


www.ubs.com/egm
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Status Report of the Board of Directors and
Report on Compensation

The Chairman of the Board of Directors will report on the
UBS Review of Compensation:

(i)  Review of existing compensation systems
(i)  Changes to compensation programs
(iii) Issue of repayment of previously granted incentive awards

The Board of Directors will make this status report for information purposes and
outside of the agenda items of the Extraordinary General Meeting. No resolution
will be adopted under this item.



Item 1

Mandatory Convertible Notes
Creation of Conditional Capital
Approval of Article 4a para. 4 of the Articles of Association
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A. Motion of the Board of Directors

The Board of Directors proposes the creation of conditional capital in a maximum
amount of CHF 36,500,000 by means of the following addition to the Articles of
Association:

Article 4a para. 4 (new)

Mandatory Convertible Notes

The share capital will be increased by a maximum of CHF 36,500,000 through the
issuance of a maximum of 365,000,000 fully paid registered shares with a par value
of CHF 0.10 each upon voluntary or mandatory conversion of the 12.5% manda-
tory convertible notes due 2011 (“MCN") to be issued by the Corporation or one of
its subsidiaries to the Swiss Confederation or other investors. The conditions of the
conversion rights under the MCN shall be determined by the Board of Directors.

The advance subscription right and the pre-emptive right of the shareholders shall
be excluded in connection with the issuance of the MCN and upon voluntary or
mandatory conversion of the MCN in favor of the MCN holders. The issue price of
the registered shares to be issued upon voluntary or mandatory conversion of the
MCN will be determined by reference to the respective market price of the regis-
tered shares at the time of (i) the public announcement of the MCN, (ii) the share-
holders’ approval of this Article 4a para. 4 and (iii) the conversion of the MCN. The
voluntary or mandatory conversion of the MCN is to occur within a period of 30
months after the issuance of the MCN.

The acquisition of shares upon voluntary or mandatory conversion of the MCN as
well as any subsequent transfer of the shares are subject to the registration require-
ments set out in Article 5 of these Articles of Association.



B. Explanations

Transaction with the Swiss National Bank

As announced on 16 October 2008, the Swiss National Bank (“SNB") and UBS reached
an agreement under which UBS will sell up to USD 60 billion of currently illiquid secu-
rities and other assets to a newly formed fund to be controlled by the SNB.

With this transaction, UBS caps its future potential losses from these assets, re-
duces its risk-weighted assets, materially de-risks and reduces its balance sheet and
is no longer exposed to the funding risk of the assets transferred. In particular, US
real estate-related net risk positions will be reduced to nearly zero. As a conse-
guence, UBS will incur no further writedowns or losses on the transferred assets,
thus significantly reducing uncertainty for UBS shareholders and clients. At the same
time, the transaction provides reasonable protections and commercial benefits to
the SNB and contributes to the stability of the financial system by ensuring an or-
derly sale of these assets over the long term.

The purchase of securities and other assets from UBS by the fund will be financed
through up to USD 6 billion of equity to be contributed by UBS into the fund and a
loan in a maximum amount of USD 54 billion to be provided to the fund by the SNB.
Should assets worth less than USD 60 billion be sold to the fund', the proportion of
equity and loan to be contributed would remain in the ratio one to nine respec-
tively. The loan will be non-recourse to UBS (assuming no change in control of UBS),
and will be secured by, and repaid exclusively from cash flows from, the fund’s as-
sets. It will mature in eight years (extendable to 10 or 12 years) and will accrue inte-
rest at the 1-month USD-London Interbank Offered Rate (LIBOR) plus 2.5% per
annum. Immediately after contributing the equity to the fund, UBS will sell its equity
interest to the SNB for USD 1, and will receive from the SNB an option to repurchase
the equity upon full repayment of the loan. The SNB will have full control and
ownership of the fund.

Only the net cash flow from the fund’s assets — including interest, rental income,
principal repayments and proceeds from asset sales — will be used to service the loan
provided by the SNB. Once the fund has fully repaid the loan, UBS will have the op-
tion to repurchase the fund’s equity from the SNB for a price equal to the sum of
USD 1 billion and half of the then equity value of the remaining fund that exceeds
USD 1 billion. If, upon the fund’s termination, the SNB incurs a loss on the loan it

1Due to asset sales and writedowns that occurred between mid-September 2008 and the 30 Septem-
ber 2008 valuation date, the total amount of assets identified for sale by UBS to the fund has been
reduced to approximately USD 57 billion. UBS and the SNB are discussing the possibility that addi-
tional assets might be identified for sale to the fund in order to utilize the facility more fully. This may
increase the amounts of assets in certain categories that would be eligible for transfer to the fund.



Extraordinary General Meeting of UBS AG | 27 November 2008

has made to the fund, the SNB will be entitled to receive up to 100 million UBS or-
dinary shares depending in some manner upon the magnitude of the loss. The
precise terms of the arrangement will be agreed upon by the SNB and UBS in the
near future.

The assets to be transferred into the fund include approximately USD 31 billion
(as per valuation at 30 September 2008) of primarily cash securities, already dis-
closed as concentrated risk positions relating to US real estate-related securities, US
student loan auction rate securities and other US student loan securities, and assets
from the US reference-linked note program (RLN). Upon completion of the transac-
tion, UBS's net exposure to these risk categories will be reduced to nearly zero, with
residual long positions held by UBS in these asset classes hedged through existing
short positions, including credit protection embedded in the RLN programs. UBS will
continue to manage down these residual positions.

The table below shows on a pro forma basis the impact of the transaction on
UBS’s remaining risk concentrations as at 30 September 2008.

UBS will also transfer to the fund additional, mainly non-US debt instruments
with a total net value of around USD 18 billion (as per valuation at 30 September
2008) — a wide range of securities backed by a variety of asset classes. The inclusion
of these positions follows UBS’s decision to downsize its securitization business and
provides a better diversification of the fund's portfolio.

Risk positions: UBS net exposures

As of After transfer
USD billion 30.6.08 30.9.08 into fund
US subprime 6.7 5.2 (0.7)
T I SRS Sy (02)
USpnme61 ................. S o
USRLNprogram178 ................. R i
R 64(02)1
G o G s
Positions affected by transfer into fund 44.2 31.8 0.7
Monoline 4.0 4.3 4.3
Leveragedfmance61 ............... PR e
Total 54.3 40.8 9.7

1 The US reference-linked note program will continue to be operated by UBS. 2 Even after the transfer of commercial real estate posi-
tions to the fund, UBS will retain significant gross exposure to this asset category and accordingly will be subject to basis risk.



The transfer of the assets referred to above will take place during fourth quarter
2008 and first quarter 2009, but will be priced at market valuations as at 30 Sep-
tember 2008. These prices will be verified by independent third parties, and any
lower third party valuations will be reflected in the purchase price to be paid by the
fund and therefore recorded in UBS's income statement.

UBS will have the right to transfer up to USD 8.5 billion of additional assets into
the fund at a later stage. These consist of up to USD 5 billion of student loan auction
rate securities the bank may buy back from clients as contemplated by the recent
settlements and up to USD 3.5 billion of positions which may become unhedged in
the event of commutation of the credit protection contracts with one or more
monoline insurers.

UBS will act as the investment manager of the fund, overseen by a board con-
trolled by the SNB. The oversight board will also be empowered to change the in-
vestment manager.

The impact of the transaction and related capital measures on UBS will be shown
in the fourth quarter 2008 results, separately identified within operating perfor-
mance. On a preliminary basis, UBS estimates that the transaction will result in an
aggregate net charge to fourth quarter 2008 earnings of approximately CHF 4 bil-
lion.
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Issuance of Mandatory Convertible Notes to the Swiss Confederation

In order to enable UBS to retain a strong Tier 1 capital ratio after giving effect to the
transaction with the SNB, the Board of Directors proposes that UBS issue manda-
tory convertible notes (“MCNs"”) in a principal amount of CHF 6 billion to the Swiss
Confederation.

The MCNs are a special type of equity-linked security, which will never be
redeemed in cash but will automatically convert into UBS shares at maturity (or
earlier if UBS or the holder should effect early conversion). Therefore, MCNs are
treated as Tier 1 capital by bank regulators and further strengthen UBS’s capital
position.

The Swiss Confederation has agreed to subscribe the full amount of the MCNs
of CHF 6 billion. The Swiss Confederation has publicly stated that it does not intend
to be a long-term holder of the MCNs or the shares into which they convert, but
reserves the right to reduce all or part of its investment by selling MCNs to third
party investors.

The terms and conditions of the MCNs agreed with the Swiss Confederation re-
flect current market conditions and are commercially reasonable for both sides. The
MCNs have a maturity date 30 months after the issue date (which is expected to
be 4 December 2008). Until maturity of the MCNSs, the holder receives an annual
coupon of 12.5% of their nominal value (i.e. CHF 750 million). The minimum and



maximum number of UBS shares to be issued upon conversion of the MCNs will,
inter alia, depend on UBS’s share price during the three trading days immediately
before the EGM on 27 November 2008. However, the minimum number of shares
to be issued upon conversion will not be less than 253.4 million, while the maxi-
mum number of shares will not exceed 329.5 million, subject to no dilutive events
occurring between issuance and conversion of the MCNs. Dilutive events (such as
any dividend payments) would result in downward adjustments of the conversion
price of the MCNs, which in turn would increase the number of shares to be issued.
Therefore, the Board of Directors proposes that shareholders approve the creation
of conditional capital of an amount of 365 million shares.

The MCNs provide UBS with a firm and immediate commitment of capital from
announcement on pre-defined and commercially acceptable terms. This allows UBS
to retain a strong Tier 1 capital ratio following the transaction with the SNB, which
will significantly contribute to rebuild the shareholders’ and clients’ confidence in
UBS. To achieve this end, the Board of Directors concluded that the exclusion of the
advance subscription right and of the pre-emptive right of existing shareholders was
in the best interest of the company.

For further information concerning the transaction with the SNB and a more
detailed overview of the terms and conditions of the MCNs, please refer to UBS's
report for the third quarter 2008 and the attached summary term sheet.
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Impact of the transactions

Taken together, the reduction in risk weighted assets and expected charges resulting
from the SNB transactions and the capital increase resulting from the MCN issuance
would result in a pro forma Tier 1 capital ratio of 11.9% as of 30 September 2008.

The illustration summarizes the major components of these transactions.

i’:tce'\r‘;% Grant of option to
(12.5%) repurchase fund equity
. (once loan is repaid)
Capital "
increase of Sale of fund equity
CHF 6 billion for 1 USD

through MCNs

3 UBS

USD 54 billion

Equity contribution
up to USD 6 billion Cash flow to pay
principal & interest

(LIBOR +2.5%)

Purchase price for assets
up to USD 60 billion

Sale of assets up
to USD 60 billion



Summary Term Sheet of the Mandatory Convertible Notes (“MCN”)

Issuer UBS AG or a subsidiary

Issue size CHF 6,000,000,000

Issue price 100%

Maturity 30 months

Coupon 12.50% p.a., payable annually

Convertible into

Registered shares of UBS AG

Payment date

5 business days after the Extraordinary General Meeting
("EGM") of UBS

Denomination

CHF 100,000,000

Condition of offering

Registration of the conditional capital to be created at the
EGM on 27 November 2008

Reference Price

The lower of (i) the volume weighted average price (“VWAP")
of the UBS share on SWX Europe on the trading day before
announcement (CHF 20.2359 on 15 October 2008) and (ii) the
arithmetic average of the daily VWAP on each of the three
trading days ending on the trading day before the EGM.
However, in no case will the Reference Price be less than

CHF 18.21, i.e. 90% of the VWAP of the UBS share on SWX
Europe on the trading day before announcement (CHF 20.2359)

Minimum Conversion Price

100% of the Reference Price

Maximum Conversion Price

117% of the Reference Price

Mandatory Conversion at
Maturity (Redemption)

The MCN will be redeemed via conversion into UBS shares at
the Maturity Conversion Ratio, which will be determined
according to the following schedule:

— if VWAP at maturity < Min. Conversion Price:
denomination of MCN divided by Min. Conversion Price
(Maximum Conversion Ratio);

— if VWAP at maturity > Max. Conversion Price:
denomination of MCN divided by Max. Conversion Price
(Minimum Conversion Ratio). In addition, issuer will deliver
shares to MCN holder based on the following formula:
[(VWAP — Max. Conversion Price) x Incremental Share
Factor] divided by VWAP, where Incremental Share Factor is
[1 = (Min. Conversion Price divided by Max. Conversion
Price)] x [denomination of MCN divided by Min. Conversion
Price];

— if VWAP at maturity is between Min. Conversion Price and
Max. Conversion Price: denomination of MCN divided by the
VWAP
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Capital distribution

Full adjustment of conversion price for dividends or
distributions in cash paid on UBS shares

Early conversion by
MCN holder

Upon early conversion by the MCN holder, the MCN holder wiill
receive a number of shares based on the Maturity Conversion
Ratio, and will retain the right to receive all accrued and unpaid
interest and all interest due to be paid until the original maturity
date, payable on the original coupon dates

Early conversion by issuer

Upon early conversion by the issuer, the MCN holder will
receive a number of shares based on the Maximum Conversion
Ratio, and will retain the right to receive all accrued and
unpaid interest and all interest due to be paid until the original
maturity date, payable on the original coupon dates

Lock-up

6 months after the Payment Date

Anti-dilution provisions

Standard provisions

Reset adjustment

If UBS AG issues in excess of CHF 5 billion shares, other equity
securities or equity-linked securities at a sale price below the
Reference Price, or additional mandatory convertible notes or
equivalent instruments with a payment rate higher than the
Coupon on the MCN or a maximum conversion price below the
Maximum Conversion Price of the MCN, during the one year
period following the announcement of the issuance

of the MCN, the Maximum Conversion Price may be reduced,
but to no less than the Minimum Conversion Price







3¢ UBS

UBS AG
P.O. Box, CH-8098 Zurich
P.O. Box, CH-4002 Basel

WWW.Ubs.com
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