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We have subsequently announced a comprehensive settlement
with the SEC and certain US state regulatory authorities, in prin-
ciple, for all clients holding auction rate securities and booked a
provision of USD 900 million (CHF 919 million).

We further expanded the footprint of our European wealth
management business through the acquisition of Vermogens-
Groep of the Netherlands.

UBS will set up operations in the Kingdom of Saudi Arabia and
has selected a CEO for UBS Saudi Arabia. In addition, UBS has ap-
plied for a license to operate in Qatar and will expand Investment
Banking Department and Equity research coverage in the region.
This set of initiatives reflects UBS's long-term commitment to the
Middle East and will help achieve its goal of becoming one of the
region’s leading financial services providers.

It is now quite clear that the world’s financial industry has
experienced an event so extreme, and so rare, that we struggle
to find historical parallels. There are very many lessons to learn
from the fact that UBS was so badly affected. One thing that is
clear is that regulatory scrutiny will continue to grow, and this
might constrain UBS'’s options in the future. We are fully com-
mitted to putting into place fundamental changes to the way
UBS is run, both in the way it makes strategic decisions and in
the way these are carried out. The effect of these changes will

not be easily visible in the firm’s immediate financial results: in-
stead, their success will be established only when UBS has recov-
ered its financial standing and reputation, and when you — our
shareholders — have begun to see a recovery in the value we cre-
ate for you.

Outlook: In the second half of the year we do not expect any
improvement in current adverse economic and financial market
trends. We will continue our program to reduce personnel levels,
costs and risk concentrations.
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