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Cautionary statement regarding forward-looking statements 
This communication contains statements that constitute “forward-looking statements”, including, but not limited to, 
statements relating to the implementation of strategic initiatives and other statements relating to our future business 
development and economic performance. While these forward-looking statements represent our judgments and future 
expectations concerning the development of our business, a number of risks, uncertainties and other important factors 
could cause actual developments and results to differ materially from our expectations. These factors include, but are 
not limited to, (1) general market and macro-economic trends, (2) legislative developments, governmental and 
regulatory trends, (3) movements in local and international securities markets, currency exchange rates and interest 
rates, (4) competitive pressures, (5) technological developments, (6) changes in the financial position or 
creditworthiness of our customers, obligors and counterparties and developments in the markets in which they 
operate, (7) management changes and changes to our Business Group structure and (8) other key factors that we have 
indicated could adversely affect our business and financial performance which are contained in other parts of this 
document and in our past and future filings and reports, including those filed with the SEC. More detailed 
information about those factors is set forth elsewhere in this document and in documents furnished by UBS and 
filings made by UBS with the SEC, including UBS’s Annual Report on Form 20-F for the year ended 31 
December 2006. UBS is not under any obligation to (and expressly disclaims any such obligation to) update or alter 
its forward-looking statements whether as a result of new information, future events, or otherwise. 
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Introduction 
UBS produces regular quarterly reports, which are filed with the SEC under Form 6-K. These reports are prepared in 
accordance with International Financial Reporting Standards (IFRS). SEC regulations require certain additional 
disclosure to be included in registration statements relating to offerings of securities. This additional disclosure is 
contained within this document, which should be read in conjunction with UBS’s Annual Report on Form 20-F for 
the year ended 31 December 2006, filed with the SEC on 21 March 2007, as well as UBS’s First Quarter 2007 
Report and Second Quarter 2007 Report submitted to the SEC on Form 6-K on 3 May 2007 and 14 August 2007, 
respectively. 
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Operating and Financial Review and Prospects 
SEC regulations specify that the discussion of a company’s performance should be by comparison to the same period 
in the previous year (for example, comparing first half of current year to first half of previous year). 

UBS normally makes comparisons to the corresponding period of the previous year when discussing its results and 
the results of those business units with significant seasonal components to their income streams (principally the 
Investment Bank). For its other individual business units however, UBS’s reporting normally focuses on the 
progression of results from one quarter to the next (comparing second quarter performance to first quarter 
performance of the same year, for example). 

We have therefore provided the following disclosure which is supplementary to the disclosure already included in 
our first and second quarter 2007 reports, and which makes comparisons to prior periods as prescribed by the SEC. 
This disclosure should be read together with the discussion of results in our first and second quarter 2007 reports. 

UBS REVIEW 

Results 

In first half 2007, UBS reported net profit attributable to UBS shareholders (“attributable profit”) of CHF 
8,897 million — with CHF 8,632 million from continuing operations and CHF 265 million from discontinued 
operations. Financial businesses attributable net profit for the first six months of 2007 was CHF 8,599 million. 
Discontinued operations contributed CHF 265 million and attributable net profit from continuing operations was 
CHF 8,334 million. This half year, our results include two items that had a significant impact on performance. In 
order to fully appreciate their effect, we will show results with them and then explain what our performance would 
have been without them. The first item is the CHF 1,926 million post-tax gain from the sale of our 20.7% stake in 
Julius Baer, a result of our disposal of Private Banks & GAM in 2005, which is booked in Corporate Center. As we 
held the stake as a financial investment available-for-sale in our accounts, the gain from its sale is included in our 
performance from continuing operations. It is, however, no longer part of our continuing business, and we believe 
that isolating its impact provides a clearer picture of performance. The second item is the charge of CHF 229 million 
after tax related to the closure of Dillon Read Capital Management (DRCM), recorded in Global Asset Management. 
Excluding these items, financial businesses attributable profit from continuing operations would have been CHF 
6,637 million, up 9% from first half 2006. 

UBS PERFORMANCE INDICATORS 

We focus on four key performance indicators, designed to ensure the delivery of continuously improving returns to 
our shareholders. All are calculated based on results from continuing operations. The first two, return on equity and 
diluted earnings per share, are based on the results of the entire firm. The cost/income ratio and net new money 
indicators are limited to our financial businesses. On this basis, performance indicators in first half 2007 show: 

— annualized return on equity of 33.0% in first half 2007, up from 29.3% in first half 2006. The increase compared 
to first half 2006 is primarily attributable to the post-tax gain of CHF 1,926 million (pre-tax CHF 1,950 million) from 
the sale of our stake in Julius Baer, partially offset by the costs related to the closure of DRCM (post-tax CHF 
229 million, pre-tax CHF 384 million). Excluding these items, annualized return on equity would have been 29.8%, 
up from 29.3% in the same period a year earlier and well above our target of a 20% minimum over the cycle. This 
increase relates to higher attributable net profit partially offset by the higher average equity base, which was driven 
by strong retained earnings. 
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— diluted earnings per share of CHF 4.31, which was influenced by the same factors as return on equity. Excluding 
the gain from the sale of the Julius Baer stake and the costs of the closure of DRCM, diluted earnings per share 
would have been CHF 3.46, up from CHF 2.97 in the same 
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Operating and Financial Review and Prospects 
period a year earlier, reflecting the increase in net profit and a 3% reduction in the average number of shares 
outstanding following further share repurchases. 

— a cost/income ratio in the financial businesses of 64.8%, also impacted by the factors mentioned above. Adjusted 
for these, the cost/income ratio would have been 68.1%, up from 67.5% set in the same period last year, reflecting 
the increase in expenses, which outpaced the rise in income. 

— inflows of net new money totaled CHF 86.8 billion compared with CHF 84.3 billion in first half 2006, with the 
strong increase in inflows from the wealth management businesses being partly offset by lower institutional inflows 
into the asset management business. 
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Financial Businesses Results 
Income statement 1 
                 
              %
              change
      Year to date or as of  from
CHF million, except where indicated      30.6.07  30.6.06  1H06
 

Operating Income                 
 

Interest income       54,953   40,385   36 
 

Interest expense       (52,816)   (37,227)   42 
 

Net interest income       2,137   3,158   (32)
 

Credit loss (expense) / recovery       15   121   (88)
 

Net interest income after credit loss expense       2,152   3,279   (34)
 

Net fee and commission income       15,495   12,651   22 
 

Net trading income       8,656   7,494   16 
 

Other income       2,695   1,013   166 
 

Total operating income       28,998   24,437   19 
 

Operating expenses                 
 

Cash components       12,647   11,030   15 
 

Share-based components   2   1,282   1,107   16 
 

Total personnel expenses       13,929   12,137   15 
 

General and administrative expenses       4,166   3,658   14 
 

Services (to) / from other business units       (80)   (5)     
 

Depreciation of property and equipment       623   566   10 
 

Amortization of intangible assets       148   66   124 
 

Total operating expenses       18,786   16,422   14 
 

Operating profit from continuing operations before 
tax       10,212   8,015   27 

 

Tax expense       1,618   1,753   (8)
 

Net profit from continuing operations       8,594   6,262   37 
 

Discontinued operations                 
 

Profit from discontinued operations before tax       7   0     
 

Tax expense       (258)   0     
 

Net profit from discontinued operations       265   0     
 

Net profit       8,859   6,262   41 
 

Net profit attributable to minority interests       260   182   43 
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from continuing operations       260   182   43 
 

from discontinued operations       0   0     
 

Net profit attributable to UBS shareholders       8,599   6,080   41 
 

from continuing operations       8,334   6,080   37 
 

from discontinued operations       265   0     
 

Additional information                 
 

Personnel (full-time equivalents)       81,557   71,882   13 
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1 Excludes results from industrial holdings.
 

2 Additionally includes related social security contributions and expenses related to alternative investment awards.
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Operating income 

Total operating income in first half 2007 increased 19% to CHF 28,998 million. 

Net interest income was CHF 2,137 million in first half 2007, down from CHF 3,158 million a year earlier. Net 
trading income was CHF 8,656 million, up from CHF 7,494 million in the same period a year earlier. 

As well as income from interest margin-based activities (loans and deposits), net interest income includes income 
earned on trading positions (for example, coupon and dividend income). This component is volatile from period to 
period, depending on the composition of the trading portfolio. In order to provide a better explanation of the 
movements in net interest income and net trading income, we analyze the total according to the businesses that give 
rise to the income, rather than by the type of income generated. 

Net income from trading businesses was CHF 7,248 million in first half 2007, down slightly from CHF 7,318 million 
from a year earlier. Continued difficult conditions in the US mortgage securities market led to further losses in the 
portfolios of DRCM (including the former outside investor fund). Fixed income revenues decreased as performance 
in the rates business was down, especially in government bonds and mortgage-backed securities. This was partially 
offset by higher revenues in credit fixed income driven by global credit trading and proprietary strategies. Credit 
default swaps, which hedge certain loan exposures, recorded gains of CHF 76 million in first half 2007, compared 
with losses of CHF 125 million a year earlier. Money markets, currencies and commodities showed a slight 
improvement in performance in first half 2007 from the same period a year earlier on higher earnings from foreign 
exchange and money markets, driven by higher volumes and client activity. This was partially offset by declining 
revenues in metals, driven by falling markets and the resulting lower levels of liquidity. Equities were up compared 
with the same period in 2006. The derivatives business remained strong, driven by growth in Europe and Asia. Cash 
equities revenues were higher, with the first half benefiting from positive market conditions, generating strong 
revenues in Europe. The prime brokerage business benefited from a higher client base. Proprietary trading revenues 
also rose. 

At CHF 3,012 million, net income from interest margin businesses in first half 2007 was up 7% from the same period 
a year earlier. This reflected the growth in collateralized lending to wealthy clients worldwide. It also reflected an 
increase in spreads for US dollar, euro and Swiss franc deposits and higher volumes of mortgages to private clients in 
Switzerland. The wealth management business in the US saw the levels of deposits and loans rise. 

Net income from treasury and other activities in first half 2007 was CHF 1,188 million, up CHF 197 million from a 
year earlier. The accounting treatment of interest rate swaps, which hedge the economic interest rate risk of accrual-
accounted balance sheet items (for example, loans or money market and retail banking products) positively affected 
income. In addition, we experienced higher gains on currency options hedging UBS’s US dollar exposure from future 
earnings and saw interest income rise as a result of the growth in our capital base. Dividends from the Julius Baer 
stake also contributed to the result. 

In first half 2007, net fee and commission income was at a record CHF 15,495 million, rising 22% from CHF 
12,651 million a year earlier. Improvements were seen in practically all fee categories. Underwriting fees, at CHF 
2,317 million, were up 42% from CHF 1,629 million a year ago. Growth in debt underwriting was driven by higher 
global syndicated finance fees. Equity underwriting fees rose as well, reflecting the robust pipeline in the Americas, 
especially Latin America, and Asia (excluding Japan). At CHF 1,152 million, M&A and corporate finance fees were 
up 48% from CHF 778 million in the same period a year earlier, emphasizing UBS’s strong franchise and the key 
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role it played in a number of major transactions. Net brokerage fees increased 16% to CHF 3,747 million in first half 
2007 from CHF 3,231 million a year earlier on rising fees from cash equities and 
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equity derivatives, particularly in Asia. The increase was also due to higher exchange-traded derivative fees after the 
inclusion of the recently acquired ABN AMRO global futures and options business and generally increased client 
activity. Increased invested asset levels in both UBS and third-party mutual funds drove investment fund fees 26% 
higher to CHF 3,670 million, up from CHF 2,923 million a year ago. Portfolio and other management fees rose 23% 
to CHF 3,857 million in first half 2007, up from CHF 3,125 million a year earlier. The increase is the result of higher 
asset levels, which were driven by rising markets and strong inflows of net new money, as well as performance fees 
from the alternative and quantitative investments business. 

Other income increased by 166% to CHF 2,695 million in first half 2007 from CHF 1,013 million in the same period 
a year ago. The rise mainly reflects the income from the sale of our 20.7% stake in Julius Baer. 

Operating expenses 

Total operating expenses were CHF 18,786 million in first half 2007, up from CHF 16,422 million a year earlier. 

Personnel expenses rose 15% to CHF 13,929 million in first half 2007 from CHF 12,137 million a year earlier. The 
closure of DRCM contributed CHF 318 million to this increase, with the majority due to the accelerated amortization 
of deferred compensation to former DRCM employees. Accruals for performance-related payments in other 
businesses increased in line with revenues. Personnel expenses are managed on a full-year basis, with the final 
determination of annual performance-related payments in fourth quarter. Salary expenses rose due to higher numbers 
of personnel, partially related to acquisitions, including Piper Jaffray and McDonald Investments. Share-based 
compensation was up 16% from the same period last year due to accelerated amortization of deferred compensation 
related to DRCM in first half 2007 and higher share price and option fair value for grants in 2006 and 2007 compared 
with 2005, resulting in higher amortization. 

At CHF 4,166 million in first half 2007, general and administrative expenses increased CHF 508 million from CHF 
3,658 million in the same period a year ago. Administration costs increased, partially related to the acquisition of 
Pactual. Professional fees rose due to the closure costs related to DRCM and other advisory and legal fees. The 
expansion of our businesses and the related increases in personnel drove travel and entertainment costs and expenses 
for office space higher. IT and other outsourcing costs rose on the increased business volume. 

Depreciation was CHF 623 million in first half 2007, up CHF 57 million from a year ago, with the increase mainly 
related to writedowns of DRCM office leasehold improvements. 

At CHF 148 million, amortization of intangible assets rose 124% from CHF 66 million a year ago, reflecting the 
charges following the acquisitions of Banco Pactual, Piper Jaffray, McDonald Investments and the ABN AMRO 
futures and options business. 

Tax 

In first half 2007, we incurred a tax expense of CHF 1,618 million, reflecting an effective tax rate of 15.8% for the 
year-to-date. In 2006, the full-year rate was 19.1%. The first half tax rate benefited from a very low tax charge on the 
disposal of our stake in Julius Baer, tax relief in the US related to DRCM closure costs and positive impacts from the 
geographical earnings mix. Excluding the tax impact of the gain on the sale of our stake in Julius Baer (a debit of 
CHF 24 million) and the costs related to the closure of DRCM (a credit of CHF 155 million), tax expenses would 
have been CHF 1,749 million in first half 2007. In addition, excluding these items, the year-to-date tax rate would 
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have been 20.2%. We believe that the tax rate for full-year 2007 is likely to be in the same region as last year’s full-
year rate. 
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Fair value disclosure of shares and options 

The fair value of shares granted in first half 2007 was CHF 1,926 million, up 16% from CHF 1,655 million granted 
in first half 2006. This was primarily driven by performance-related compensation rising with earnings. 

The fair value of options granted in first half 2007 was CHF 437 million, down from CHF 508 million in the same 
period a year ago. The decrease reflects a 4% drop in the number of options granted and a lower fair value per option, 
reflecting changes in market parameters. 

Most share-based compensation is granted in the first quarter of the year, with any further grants generally reflecting 
those made under the Equity Plus program, an ongoing employee participation program under which voluntary 
investments in UBS shares are matched with option awards each quarter. These amounts, net of estimated forfeited 
awards, will be recognized as compensation expense over the service period, which is generally equal to the vesting 
period. Most UBS share and option awards vest incrementally over a three-year period. 
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Global Wealth Management & Business Banking 
Business Group Reporting 
                 
              %
              change
      Year to date or as of  from
CHF million, except where indicated      30.6.07  30.6.06  1H06
 

Income       12,207   10,814   13 
 

Adjusted expected credit loss   1   99   86   15 
 

Total operating income       12,306   10,900   13 
 

Cash components       5,245   4,568   15 
 

Share-based components   2   183   152   20 
 

Total personnel expenses       5,428   4,720   15 
 

General and administrative expenses       1,528   1,399   9 
 

Services (to) / from other business units       609   531   15 
 

Depreciation of property and equipment       110   107   3 
 

Amortization of intangible assets       46   28   64 
 

Total operating expenses       7,721   6,785   14 
 

Business Group performance before tax       4,585   4,115   11 
 

Performance indicators                 
Cost / income ratio (%)   3   63.3   62.7     

 

Capital return and BIS data                 
 

Return on allocated regulatory capital (%)   4   41.1   40.5     
 

BIS risk-weighted assets       171,642   150,806   14 
 

Goodwill and excess intangible assets   5   6,033   5,100   18 
 

Allocated regulatory capital   6   23,197   20,181   15 
 

Additional information                 
Invested assets (CHF billion)       2,345   1,886   24 

 

Net new money (CHF billion)   7   83.5   68.1     
 

Client assets (CHF billion)       3,643   2,968   23 
 

Personnel (full-time equivalents)       49,554   44,996   10 
 

1 In management accounts, adjusted expected credit loss rather than credit loss expense or recovery is reported for 
the business groups (see note 2 to the 30 June 2007 financial statements).

 

2 Additionally includes social security contributions and expenses related to alternative investment awards.
 

3 Operating expenses / income.
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4 Year to date Business Group performance before tax (annualized as applicable) / allocated regulatory capital year 
to date average.

 

5 Goodwill and intangible assets in excess of 4% of BIS Tier 1 Capital.
 

6 10% of BIS risk-weighted assets plus goodwill and excess intangible assets.
 

7 Excludes interest and dividend income.
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Wealth Management International & Switzerland 
Business Unit Reporting 
                 
              %
              change
      Year to date or as of  from
CHF million, except where indicated      30.6.07  30.6.06  1H06
 

Income       6,273   5,389   16 
 

Adjusted expected credit loss   1   (14)   (15)   7 
 

Total operating income       6,259   5,374   16 
 

Cash components       1,812   1,561   16 
 

Share-based components   2   77   60   28 
 

Total personnel expenses       1,889   1,621   17 
 

General and administrative expenses       493   421   17 
 

Services (to) / from other business units       777   730   6 
 

Depreciation of property and equipment       43   39   10 
 

Amortization of intangible assets       13   4   225 
 

Total operating expenses       3,215   2,815   14 
 

Business Unit performance before tax       3,044   2,559   19 
 

Performance indicators                 
Invested assets (CHF billion)       1,280   1,017   26 

 

Net new money (CHF billion)   3   66.6   55.2     
 

Gross margin on invested assets (bps)   4   104   106   (2)
 

Cost / income ratio (%)   5   51.3   52.2     
 

Cost / income ratio excluding the                 
 

European wealth management business (%)   5   47.0   48.1     
 

Client advisors (full-time equivalents)       5,342   4,419   21 
 

Client advisor productivity                 
 

Revenues per advisor (CHF thousand)   6   1,243   1,257   (1)
 

Net new money per advisor (CHF thousand)   7   13,199   12,878     
 

Invested assets per advisor (CHF thousand)   8   238,407   237,795   0 
 

International clients                 
Income       4,696   3,919   20 

 

Invested assets (CHF billion)       992   759   31 
 

Net new money (CHF billion)   3   59.5   50.6     
 

Gross margin on invested assets (bps)   4   102   103   (1)
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European wealth management (part of 
international clients)                 
Income       572   488   17 

 

Invested assets (CHF billion)       163   130   25 
 

Net new money (CHF billion)   3   8.0   13.7     
 

Client advisors (full-time equivalents)       987   828   19 
 

Swiss clients                 
Income       1,577   1,470   7 

 

Invested assets (CHF billion)       288   258   12 
 

Net new money (CHF billion)   3   7.1   4.6     
 

Gross margin on invested assets (bps)   4   111   113   (2)
 

Capital return and BIS data                 
 

Return on allocated regulatory capital (%)   9   81.5   82.3     
 

BIS risk-weighted assets       61,900   47,324   31 
 

Goodwill and excess intangible assets   10   1,764   1,521   16 
 

Allocated regulatory capital   11   7,954   6,253   27 
 

Additional information                 
 

Recurring income   12   4,635   3,938   18 
 

Client assets (CHF billion)       1,619   1,278   27 
 

Personnel (full-time equivalents)       14,680   12,618   16 
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1  In management accounts, adjusted expected credit loss rather than credit loss expense or recovery is reported for 

the business groups (see note 2 to the 30 June 2007 financial statements).
 

2  Additionally includes social security contributions and expenses related to alternative investment awards.
 

3  Excludes interest and dividend income.
 

4  Income (annualized as applicable) / average invested assets.
 

5  Operating expenses / income.
 

6  Income / average number of client advisors.
 

7  Net new money / average number of client advisors.
 

8  Average invested assets / average number of client advisors.
 

9  Year to date Business Unit performance before tax (annualized as applicable) / allocated regulatory capital year 
to date average.

 

10 Goodwill and intangible assets in excess of 4% of BIS Tier 1 Capital.
 

11 10% of BIS risk-weighted assets plus goodwill and excess intangible assets.
 

12 Interest, asset-based revenues for portfolio management and fund distribution, account-based and advisory fees.
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Performance indicators 

In first half 2007, net new money was a record CHF 66.6 billion, compared with CHF 55.2 billion in first half 2006, 
reflecting increases in most geographical regions, particularly in Asia. 

Invested assets on 30 June 2007 were at an all-time high of CHF 1,280 billion, up CHF 263 billion, or 26%, from 30 
June 2006, benefiting from rising equity markets, and the strong inflows of net new money. 

The gross margin on invested assets was 104 basis points in first half 2007, down two basis points from a year 
earlier, as the significantly higher asset base more than offset the rising brokerage and asset-based fees. 

In first half 2007, the cost/income ratio was 51.3%, down 0.9 percentage points from a year earlier, reflecting the rise 
in revenues. Excluding the European wealth management business, the cost/income ratio in first half 2007 was 
47.0%, down 1.1 percentage points from a year earlier. 

Results 

First half 2007 pre-tax profit, at a record CHF 3,044 million, rose 19% compared with first half 2006. 

Operating income 

Total operating income was up 16% in the first six months of 2007 compared with the same period in 2006, 
reflecting a surge in the asset base, higher collateralized lending volumes as well as increased brokerage fees. 
Recurring income rose CHF 697 million or 18% to CHF 4,635 million, benefiting from the increase in interest 
income from our increased lending portfolio and the rising asset base, which drove portfolio, investment fund, 
advisory and custodian fees higher. Non-recurring income rose 13% to CHF 1,638 million in first half 2007 from 
CHF 1,451 million in the same period a year earlier, reflecting higher levels of client activity. 

Operating expenses 

Operating expenses, up 14% in first half 2007 from the same period in 2006, also rose as we expanded in our global 
network. Personnel expenses rose to CHF 1,889 million in first half 2007 from CHF 1,621 million a year earlier, 
mainly reflecting increasing staff numbers and higher performance-related compensation. General and administrative 
expenses were CHF 493 million, up from CHF 421 million a year earlier due to continued business expansion. 
Expenses for services from other business units increased by CHF 47 million or 6% to CHF 777 million in first half 
2007 from CHF 730 million a year earlier due to business growth. Depreciation increased to CHF 43 million in first 
half 2007 from CHF 39 million a year earlier. 
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Wealth Management US 
Business Unit Reporting 
                 
              %
              change
      Year to date or as of  from
CHF million, except where indicated      30.6.07  30.6.06  1H06
 

Income       3,304   2,858   16 
 

Adjusted expected credit loss   1   (1)   0     
 

                 
Total operating income       3,303   2,858   16 

 

Cash components       2,166   1,799   20 
 

Share-based components   2   79   61   30 
 

Total personnel expenses       2,245   1,860   21 
 

General and administrative expenses       495   438   13 
 

Services (to) / from other business units       159   135   18 
 

Depreciation of property and equipment       39   36   8 
 

Amortization of intangible assets       33   24   38 
 

Total operating expenses       2,971   2,493   19 
 

                 
Business Unit performance before tax       332   365   (9)

 

Performance indicators                 
Invested assets (CHF billion)       898   714   26 

 

Net new money (CHF billion)   3   13.4   9.6     
 

Net new money including interest and dividend 
income (CHF billion)   4   25.7   19.9     

 

Gross margin on invested assets (bps)   5   76   76   0 
 

Cost / income ratio (%)   6   89.9   87.2     
 

Recurring income   7   2,027   1,685   20 
 

Financial advisor productivity                 
Revenues per advisor (CHF thousand)   8   415   387   7 

 

Net new money per advisor (CHF thousand)   9   1,685   1,299     
 

Invested assets per advisor (CHF thousand)   10   108,708   101,532   7 
 

Capital return and BIS data                 
 

Return on allocated regulatory capital (%)   11   10.7   13.1     
 

BIS risk-weighted assets       19,640   18,131   8 
 

Goodwill and excess intangible assets   12   4,269   3,579   19 
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Allocated regulatory capital   13   6,233   5,392   16 
 

Additional information                 
 

Client assets (CHF billion)       981   790   24 
 

Personnel (full-time equivalents)       19,171   16,953   13 
 

Financial advisors (full-time equivalents)       7,982   7,299   9 
 

1  In management accounts, adjusted expected credit loss rather than credit loss expense or recovery is reported for 
the business groups (see note 2 to the 30 June 2007 financial statements).

 

2  Additionally includes social security contributions and expenses related to alternative investment awards.
 

3  Excludes interest and dividend income.
 

4  For purposes of comparison with US peers.
 

5  Income (annualized) / average invested assets.
 

6  Operating expenses / income.
 

7  Interest, asset-based revenues for portfolio management and fund distribution, account-based and advisory fees.
 

8  Income (including net goodwill funding) / average number of financial advisors.
 

9  Net new money / average number of financial advisors.
 

10 Average invested assets / average number of financial advisors.
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11 Year to date Business Unit performance before tax (annualized as applicable) / allocated regulatory capital year 

to date average.
 

12 Goodwill and intangible assets in excess of 4% of BIS Tier 1 Capital.
 

13 10% of BIS risk-weighted assets plus goodwill and excess intangible assets.

Performance indicators 

Invested assets were CHF 898 billion on 30 June 2007, up 26% from CHF 714 billion on the same date a year earlier. 
This was due to rising markets, the inclusion of assets from Piper Jaffray and McDonald Investments, and inflows of 
net new money. 

The inflow of net new money in first half 2007 was CHF 13.4 billion, up from CHF 9.6 billion a year ago. Including 
interest and dividends, net new money in first half 2007 was CHF 25.7 billion, up from CHF 19.9 billion a year ago. 

Gross margin on invested assets was 76 basis points in first half 2007, unchanged from a year earlier. 

The cost/income ratio was 89.9% in first half 2007, up from 87.2% a year earlier 2006, reflecting the increase in 
expenses. 

Recurring income in first half 2007 was CHF 2,027 million, 20% higher than the CHF 1,685 million recorded a year 
earlier. Excluding the effects of currency fluctuations, recurring income increased 24% in first half 2007, driven by 
increases in managed account fees, investment advisory fees and interest income from account deposits. The 
improvement also reflected recurring fees contributed by the Piper Jaffray and McDonald Investments acquisitions. 

Revenues per advisor in first half 2007 were CHF 415,000, up from CHF 387,000 a year earlier. 

Results 

Pre-tax profit in first half 2007 was CHF 332 million, down 9% from CHF 365 million in the same period a year 
earlier, when results included gains on the sale of New York Stock Exchange seats. On the same basis but in US 
dollars, pre-tax profit was 6% lower this half compared with the same period in 2006. 

Operating income 

Total operating income in first half 2007 was CHF 3,303 million, up 16% from CHF 2,858 million in first half 2006. 

Operating expenses 

In first half 2007, total operating expenses were CHF 2,971 million, up 19% from a year earlier. In US dollar terms, 
operating expenses were up 23%. This mainly reflected increased personnel expenses and, to a lesser extent, higher 
general and administrative expenses. 

Personnel expenses rose CHF 385 million or 21% to CHF 2,245 million in first half 2007 from the same period a 
year earlier. In US dollar terms, personnel expenses were up 25% year-on-year. This is a result of increased financial 
advisor-related compensation due to higher revenues and higher salary costs due to the hiring of non-financial 
advisory staff for growth initiatives. 
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Non-personnel expenses, which include general and administrative, depreciation and amortization expenses, and 
services provided to and received from other business units, were CHF 726 million in first half 2007, up from CHF 
633 million a year earlier. The increase reflects higher travel, entertainment, advertising and legal and litigation 
expenses. 
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Business Banking Switzerland 
Business Unit Reporting 
                 
              %
              change
      Year to date or as of  from
CHF million, except where indicated      30.6.07  30.6.06  1H06
 

Interest income       1,701   1,662   2 
 

Non-interest income       929   905   3 
 

Income       2,630   2,567   2 
 

Adjusted expected credit loss   1   114   101   13 
 

Total operating income       2,744   2,668   3 
 

Cash components       1,267   1,208   5 
 

Share-based components   2   27   31   (13)
 

Total personnel expenses       1,294   1,239   4 
 

General and administrative expenses       540   540   0 
 

Services (to) / from other business units       (327)   (334)   2 
 

Depreciation of property and equipment       28   32   (13)
 

Amortization of intangible assets       0   0     
 

Total operating expenses       1,535   1,477   4 
 

Business Unit performance before tax       1,209   1,191   2 
 

Performance indicators                 
 

Invested assets (CHF billion)       167   155   8 
 

Net new money (CHF billion)   3   3.5   3.3     
 

Cost / income ratio (%)   4   58.4   57.5     
 

Impaired lending portfolio as a % of total lending 
portfolio, gross       1.5   1.9     

 

Capital return and BIS data                 
Return on allocated regulatory capital (%)   5   28.0   28.0     

 

BIS risk-weighted assets       90,102   85,351   6 
 

Goodwill and excess intangible assets   6   0   0     
 

Allocated regulatory capital   7   9,010   8,535   6 
 

Additional information                 
Deferral (included in adjusted expected   1             
credit loss) (CHF million)       256   266   (4)

 

Expected credit loss (included in   1             
adjusted expected credit loss)       (142)   (165)   14 

 

Client assets (CHF billion)       1,043   900   16 
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Personnel (full-time equivalents)       15,703   15,425   2 
 

1 In management accounts, adjusted expected credit loss rather than credit loss expense or recovery is reported for 
the business groups (see note 2 to the 30 June 2007 financial statements). The adjusted expected credit loss is the 
sum of expected credit loss and deferrals. The expected credit loss reflects expected average annual impairment 
costs. The deferral represents the difference between actual credit loss and expected credit loss, amortized over a 
three-year period.

 

2 Additionally includes social security contributions and expenses related to alternative investment awards.
 

3 Excludes interest and dividend income.
 

4 Operating expenses / income.
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5 Year to date Business Unit performance before tax (annualized as applicable) / allocated regulatory capital year to 

date average.
 

6 Goodwill and intangible assets in excess of 4% of BIS Tier 1 Capital.
 

7 10% of BIS risk-weighted assets plus goodwill and excess intangible assets.

Performance indicators 

Net new money, at CHF 3.5 billion in first half 2007, was up marginally from the same period a year earlier. 

Invested assets, at CHF 167 billion on 30 June 2007, rose by CHF 12 billion from a year earlier on rising markets, 
the inflows of net new money and positive currency fluctuations. 

In first half 2007, the cost/income ratio was at 58.4%, a 0.9 percentage point deterioration from a year earlier. 

The loan portfolio, at CHF 144.2 billion on 30 June 2007, was CHF 1 billion above its level a year earlier. The 
impaired loan ratio was 1.5% at the end of June, down 0.4 percentage points from a year earlier. 

The return on allocated regulatory capital was 28.0% in the first six months of 2007, unchanged from a year earlier. 

Results 

First half 2007 pre-tax profit was a record CHF 1,209 million, CHF 18 million or 2% above the result achieved in 
first half 2006. This was mainly due to income growth. 

Operating income 

Total operating income in first half 2007 was CHF 2,744 million, up from CHF 2,668 million a year earlier. Net 
interest income rose to CHF 1,701 million from CHF 1,662 million a year earlier. Non-interest income increased to 
CHF 929 million in first half 2007 from CHF 905 million a year earlier, mainly due to the increase in fee income. 
The adjusted expected credit loss was a recovery of CHF 114 million, higher than the CHF 101 million reported a 
year earlier. 

Operating expenses 

Total operating expenses were CHF 1,535 million in first half 2007, up from 1,477 million a year earlier. Personnel 
expenses rose to CHF 1,294 million in first half 2007 from CHF 1,239 million a year earlier related to higher costs 
for our employee pension plan in Switzerland related to its change from a defined benefit to a defined contribution 
plan under Swiss law. General and administrative expenses in first half 2007, of CHF 540 million, were unchanged 
from a year earlier. At CHF 327 million, net charges to other business units in first half 2007 fell by CHF 7 million. 
Depreciation in first half 2007, of CHF 28 million, was slightly lower than CHF 32 million a year earlier. 
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Global Asset Management 
Business Group Reporting 
                 
              %
              change
      Year to date or as of  from
CHF million, except where indicated      30.6.07  30.6.06  1H06
 

Institutional fees       1,227   841   46 
 

Wholesale Intermediary fees       848   708   20 
 

Total operating income       2,075   1,549   34 
 

Cash components       922   568   62 
 

Share-based components   1   279   60   365 
 

Total personnel expenses       1,201   628   91 
 

General and administrative expenses       277   167   66 
 

Services (to) / from other business units       76   35   117 
 

Depreciation of property and equipment       42   11   282 
 

Amortization of intangible assets       9   0     
 

Total operating expenses   2   1,605   841   91 
 

Business Group performance before tax       470   708   (34)
 

Performance indicators                 
Cost / income ratio (%)   3   77.3   54.3     

 

Institutional                 
Invested assets (CHF billion)       552   451   22 

 

of which: money market funds       25   18   39 
 

Net new money (CHF billion)   4   0.2   12.0     
 

of which: money market funds       (1.8)   2.4     
 

Gross margin on invested assets (bps)   5   46   37   24 
 

Wholesale Intermediary                 
Invested assets (CHF billion)       368   320   15 

 

of which: money market funds       58   57   2 
 

Net new money (CHF billion)   4   3.1   4.2     
 

of which: money market funds       (2.8)   (2.5)     
 

Gross margin on invested assets (bps)   5   48   43   12 
 

Capital return and BIS data                 
Return on allocated regulatory equity (%)   6   46.8   88.9     

 

BIS risk-weighted assets       2,610   2,146   22 
 

Goodwill and excess intangible assets   7   1,910   1,355   41 
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Allocated regulatory capital   8   2,171   1,570   38 
 

Additional information                 
Invested assets (CHF billion)       920   771   19 

 

Net new money (CHF billion)   4   3.3   16.2     
 

Personnel (full-time equivalents)       3,426   3,144   9 
 

1 Additionally includes social security contributions and expenses related to alternative investment awards.
 

2 First half 2007 includes CHF 384 million related to the closure of DRCM.
 

3 Operating expenses / income.
 

4 Excludes interest and dividend income.
 

5 Operating income (annualized as applicable) / average invested assets.
     

 

 

  

 

Page 18

  

http://www.sec.gov/Archives/edgar/data/1114446/000095012307013208/y40054e6vk.htm (33 of 89)02.10.2007 09:57:03



FORM 6-K

Table of Contents

Operating and Financial Review and Prospects 
6 Year to date Business Group performance before tax (annualized as applicable) / allocated regulatory capital year 

to date average.
 

7 Goodwill and intangible assets in excess of 4% of BIS Tier 1 Capital. 
 

8 10% of BIS risk-weighted assets plus goodwill and excess intangible assets.
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Performance indicators 

The cost / income ratio was 77.3% in first half 2007, up 23 percentage points from a year earlier. Excluding DRCM-
related closure expenses, the cost/income ratio would have been 58.8%, up 4.5 percentage points from a year earlier 
as higher revenues in all businesses were more than offset by the increase in personnel expenses. 

Institutional 

Institutional invested assets were CHF 552 billion on 30 June 2007, up CHF 101 billion from a year earlier. The 
increase reflects higher financial markets, the integration of Banco Pactual’s Brazilian asset management business, 
and positive currency impacts. 

In first half 2007, we recorded a net new money inflow of CHF 0.2 billion. Excluding money market flows, the 
inflow was CHF 2.0 billion, with significant outflows in equities partly offset by inflows into multi-asset mandates, 
alternative and quantitative investments, fixed income and real estate. 

The gross margin rose to 46 basis points in first half 2007 from 37 basis points a year earlier, mainly due to 
performance fees, particularly in alternative and quantitative investments and the inclusion of Banco Pactual’s 
Brazilian asset management business. 

Wholesale Intermediary 

Invested assets were CHF 368 billion on 30 June 2007, up CHF 48 billion from a year earlier. The increase reflects 
higher financial markets and currency translation effects and, to a lesser extent, net new money inflows and the 
inclusion of Banco Pactual’s Brazilian asset management business. 

In first half 2007, we recorded a net new money inflow of CHF 3.1 billion, down CHF 1.1 billion from a year earlier. 
Excluding money market funds, inflows fell by CHF 0.8 billion to CHF 5.9 billion. 

The gross margin was 48 basis points in first half 2007, an increase of five basis points, primarily due to the inclusion 
of Banco Pactual’s Brazilian asset management business. 

Results 

In first half 2007, pre-tax profit was CHF 470 million. Excluding the costs related to the closure of DRCM, profit 
would have been CHF 854 million, up CHF 146 million or 21% from first half 2006, reflecting higher asset levels 
from rising financial markets, stronger alternative and quantitative investment performance fees and the first-time 
inclusion of the Brazilian asset management business following the acquisition and integration of Banco Pactual in 
December 2006. 

Operating income 

Total operating income in first half 2007 was CHF 2,075 million, up 34% from CHF 1,549 million a year earlier. 
Institutional revenues were CHF 1,227 million in first half 2007, up from CHF 841 million a year earlier, due to 
higher management fees in most investment areas. Performance fees rose significantly in alternative and quantitative 
investments. The inclusion of Banco Pactual’s Brazilian asset management business also had a positive impact on 
fees. Wholesale intermediary revenues were CHF 848 million in first half 2007, up from CHF 708 million a year 
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earlier, also reflecting higher management fees in most investment areas and the inclusion of Banco Pactual. 

Operating expenses 

Total operating expenses rose to CHF 1,605 million in first half 2007, up from 841 million a year earlier. Personnel 
expenses were CHF 1,201 million in first half 2007, up from CHF 628 million in first half 2006. Most of the impact 
was due to DRCM related closure costs of CHF 318 million, mainly related to severance and accelerated 
amortization of deferred compensation to former employees. Excluding these, personnel expenses were CHF 
883 million, up CHF 255 million or 41%, mainly due to higher performance-related compensation, which rose with 
revenues, 
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increased staff levels and the acquisition of Banco Pactual. General and administrative expenses increased to CHF 
277 million in first half 2007 from CHF 167 million a year earlier. Excluding DRCM closure costs, general and 
administrative expenses were CHF 239 million, up 43% from a year earlier. This mainly reflected professional fees 
and the integration of Banco Pactual’s Brazilian asset management business. Net charges from other business groups 
were CHF 76 million in first half 2007, up from CHF 35 million a year earlier, mainly due to DRCM. 
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