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We could not have anticipated that 2003 would turn
out to be so positive for the financial services industry.
It was also an excellent year for UBS – the second
most profitable in our history and one in which we
made significant strategic progress and important
competitive gains. 

Our net profit for the year was CHF 6,385 million,
up from CHF 3,535 million in 2002 – and only 18%
lower than the record result we achieved in the booming
markets of 2000. When conditions were difficult at
the outset of the year, our results were resilient. As the
year progressed, investor sentiment turned increasingly
positive and activity levels picked up along with stock
market valuations. Helped by this improving environ-
ment, we fully captured the resulting revenue opportu-
nities.
Results in both 2002 and 2003 were influenced by
items we call significant financial events – items that
indicate neither future performance nor our underlying
operational result. In 2002, we realized total net
gains of CHF 185 million from the sale of non-core
businesses. At the end of that year, our decision to
adopt a single brand required us to write down the
CHF 953 million net value of the PaineWebber brand.
In 2003, we realized a net gain of CHF 2 million from
the sale of our US clearing business. Excluding these
effects, and before goodwill amortization, net profit
increased 33% in 2003 from 2002. On the same basis,
return on equity of 20.9% and basic earnings per

share growth of 44% represent first-class shareholder
returns. Our businesses closely traced the strong
recovery in financial markets, gaining market share
in the process. In addition, our results reflected a
significant improvement in the performance of our
private equity portfolio.
Overall expenses remain under tight control across
UBS, with cost reductions in practically all categories.
The cost / income ratio fell again and reached its lowest
level since PaineWebber became part of UBS. Our plan
to integrate IT infrastructure across UBS is the latest
signal of our commitment to run this firm with maxi-
mum efficiency. Growth and efficiency improvements
are different sides of the same coin. It is a company’s
responsibility to permanently rid itself of inefficient
structures in order to pre-empt the necessity of more
painful measures later as a result of market pressure.
Large, international companies facing global competi-
tion will continue to grow in some areas of their
business while continuing to strip out costs in others.

The strength of our brand is an important contrib-
uting factor to our success. On 9 June 2003, we
adopted the single UBS brand for all our major busi-
nesses around the world. This successful implemen-
tation, supported by wide-ranging internal communi-
cations and a global advertising campaign, publicly
illustrated the “one firm” philosophy that is integral
to UBS. A brand is not only a name or a logo. It
should represent how a company defines itself. For our
clients, UBS stands for the relentless pursuit of their
success, giving them access to the advice and resources
of a global powerhouse. In the rest of this year’s
Annual Review, we show you how our employees
bring our brand values to life in their daily work –
how they take the time to listen and understand our
clients’ needs, helping them to feel confident that
they have made the right financial decision with us
at their side.
A brand is the deciding factor when convincing new
clients to use our services, making our brand strategy an
important cornerstone in our drive to grow organically.

Dear Shareholders
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Letter to Shareholders

In the US – where the change has been the most signifi-
cant – we have already raised the familiarity of our
brand. This year, we are continuing our major drive to
build a strong and positive image around the world.

Our future is one of growth. We will keep expanding
our business by growing organically. Our Investment
Bank is firmly positioned in the top bracket of the
industry. Its equities business with institutional clients
continues to stretch its lead as the number one player
globally, while its fixed income business results are on
par with the leaders in the industry. We ended the year
as the fourth-ranked investment bank worldwide for
advisory fees as well as share and bond underwriting,
up from seventh place in 2002.
In January this year, we were named the “Best Global
Private Bank” by Euromoney, confirming our success
in serving our clients across Europe, Asia Pacific
and the US. Awards are gratifying recognition, but for
us the most important endorsement of our business
is the trust of our clients. And that was shown by the
CHF 50.8 billion in new assets that wealth manage-
ment clients placed with us last year.
Although we are already the clear market leader in
Switzerland, we continue to look for growth opportuni-
ties in the Swiss retail business. Last year, for instance, a
dedicated campaign specifically tailored to capture new
residential mortgage business in a low interest rate envi-
ronment helped us cement our number one position. 
We have also boosted our organic growth strategy
with bolt-on acquisitions that quickly and efficiently
expand the presence of our core businesses. In Euro-
pean wealth management, for example, we acquired
the French business of Lloyds TSB and the German
wealth management business of Merrill Lynch last
year. Early this year in the UK, we agreed to acquire
the advisory firms Laing & Cruickshank and Scott
Goodman Harris, launching us into the top tier of
wealth managers in the UK. In the US, we acquired
ABN Amro’s prime brokerage business, immediately
expanding our Investment Bank’s services to hedge
fund clients. 

Because our business is set for growth, we see revenue
opportunities increasing along with market and
investor sentiment. We therefore expect a gradual
rise in our levels of market and credit risk – although
we will maintain our risk culture that has protected
our earnings throughout the business cycle.

Increasing our dividend by 30% demonstrates
the confidence we have in the long-term sustainability
of our performance. The Board of Directors will
recommend a dividend of CHF 2.60 per share to the
Annual General Meeting on 15 April 2004, compared
to CHF 2.00 paid out last year. 
We continue to regard the efficient use of our capital
resources as an important discipline. UBS has managed
to generate consistently strong cash flows over the
past few years, exceeding the capital requirements of
our business activities. While maintaining our strong
capitalization, we have distributed this “excess capital”,
either by making direct distributions or by buying
back shares for cancellation and making each share
more valuable as a result. This reflects the fact that
you, our shareholders, have different preferences for
receiving these returns: some prefer cash dividends,
some prefer share buybacks. By pursuing both avenues,
we aim to attract and retain the widest, most diverse
and global shareholder base. In total, we have distrib-
uted CHF 25.5 billion to shareholders since the start
of 2000, representing an average total yield of approxi-
mately 7% per annum.

Having successfully navigated the turbulent down-
markets of the last few years with no unpredictable
changes in our profitability, our strategy, or our
staffing levels, we now enter what seem likely to be
calmer waters with, we believe, the full confidence
of our clients, our employees, and you, our share-
holders. Our businesses are all performing extremely
well. And while, of course, we cannot predict with
certainty whether markets will continue in their
friendly mood, we are committed to again securing
for our investors the best possible returns in 2004.

Marcel Ospel Peter Wuffli
Chairman Chief Executive Officer

17 March 2004
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Register

Earning someone’s confidence is difficult. It involves listening –

building trust. Being fair, evenhanded, objective. Showing you

are interested. For their sake – not yours. At UBS, it is our job

to give our clients confidence in the financial decisions they

make. For us, that means listening to them. As individuals. Tak-

ing a thorough look at what they want and how they want to

achieve it. They need to know that we can commit the neces-

sary resources – using our strength and reputation – for them.

For this year’s Annual Review, we have chosen pictorial themes

that illustrate people working together, building the trust need-

ed to reach for something unique. Architects and planners

helping a couple build a dream. Designers and tailors painstak-

ingly creating a special dress. Craftsmen faithfully restoring a

vintage yacht to its former splendor. We believe the stories

reflect what we at UBS strive to do every day – around the

world.



5

UBS share performance

Shareholder returns % change from

For the year ended 31.12.03 31.12.02 31.12.01 31.12.02

Basic EPS (CHF)
as reported 1 5.72 2.92 3.93 96
before goodwill and adjusted for significant financial events 2 6.56 4.57 4.97 44

RoE (%)
as reported 3 18.2 8.9 11.7
before goodwill and adjusted for significant financial events 4 20.9 13.9 14.8

Financial strength & ratings

As at 31.12.03 31.12.02 31.12.01

BIS Tier 1 capital ratio (%) 5 11.8 11.3 11.6

Long-term ratings
Fitch, London AA+ AAA AAA
Moody’s, New York Aa2 Aa2 Aa2
Standard & Poor’s, New York AA+ AA+ AA+

Key income statement figures % change from

CHF million, except where indicated For the year ended 31.12.03 31.12.02 31.12.01 31.12.02

Income statement key figures
Operating income 33,972 34,121 37,114 0
Operating expenses 25,624 29,577 30,396 (13)
Operating profit before tax 8,348 4,544 6,718 84
Net profit 6,385 3,535 4,973 81

Cost / income ratio (%) 6 75.2 86.2 80.8

Earnings adjusted for significant financial events and pre-goodwill 7, 8

Operating income 33,811 33,894 37,114 0
Operating expenses 24,681 27,117 29,073 (9)
Operating profit before tax 9,130 6,777 8,041 35
Net profit 7,326 5,529 6,296 33

Cost / income ratio (%) 9 72.7 79.5 77.3

Other key figures % change from

CHF million, except where indicated As at 31.12.03 31.12.02 31.12.01 31.12.02

Total assets 1,386,000 1,181,118 1,253,297 17
Shareholders’ equity 35,446 38,991 43,530 (9)

Market capitalization 95,401 79,448 105,475 20

Invested assets (CHF billion) 2,209 2,037 2,448 8

Headcount (full-time equivalents)
Switzerland 26,662 27,972 29,163 (5)
Europe (excluding Switzerland) 9,906 10,009 9,650 (1)
Americas 25,511 27,350 27,463 (7)
Asia Pacific 3,850 3,730 3,709 3
Total 65,929 69,061 69,985 (5)

Footnotes: 1 Details of the EPS calculation can be found in Note 8 in the Financial Report 2003.    2 Net profit less the amortization of goodwill and other intangible assets and significant financial
events (after-tax) /weighted average shares outstanding.    3 Net profit / average shareholders' equity less dividends.    4 Net profit less the amortization of goodwill and other intangible assets and
significant financial events (after-tax) /average shareholders' equity less dividends.    5 Includes hybrid Tier 1 capital, please refer to Note 29 in the Financial Report 2003.    6 Operating expenses/operating
income less credit loss expense or recovery.    7 Excludes the amortization of goodwill and other intangible assets.    8 Details of significant financial events can be found on page 48 of this report.  
9 Operating expenses less the amortization of goodwill and other intangible assets and significant financial events /operating income less credit loss expense or recovery and significant financial events.

Throughout this report, 2001 and 2002 segment results have been restated to reflect the transfer of the Private Banks & GAM to Corporate Center.

The year 2003
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The Year in Review
January

■ Investment Dealer’s Digest, a leading US business publica-
tion, names UBS’s Investment Bank as its “Bank of the Year”,
the first time a non-US owned financial institution is given
this prestigious award. The Investment Bank is recognized for
its “overall excellence, competitiveness, significant financial
progress and increase in market share”.

February

■ A new holding company structure is announced for UBS’s
five independent private banks, Armand von Ernst, Banco
di Lugano, Bank Ehinger, Cantrade, and Ferrier Lullin, along
with Global Asset Management’s subsidiary GAM. The move
anticipates a further wave of consolidation in the Swiss private
banking industry. Cantrade, Bank Ehinger and Armand
von Ernst subsequently merge to form Ehinger & Armand
von Ernst. 

March

■ Sponsored by UBS, Team Alinghi wins the America’s Cup
in Auckland, New Zealand. For the first time since 1851,
the America’s Cup returns to Europe, making Switzerland
the first landlocked country to succeed in the battle for the
world’s oldest and most sought-after sailing trophy. 

April

■ In the US, UBS agrees to sell Correspondent Services
Corporation (CSC) to Fidelity Investments. CSC provides
clearance, execution, settlement, administrative and
management information services to brokerage clients.

May

■ PostFinance, the finance subsidiary of Switzerland’s post
office, starts offering “Yellow Mortgages” under its own
brand. Funding, as well as capital and risk management, are
provided by UBS in line with its “Bank for Banks” approach.

■ UBS announces the purchase of Lloyds Bank SA, a French
subsidiary of Lloyds TSB. With offices in Paris, Lyons and
Cannes and about EUR 1 billion in invested assets, the acqui-
sition significantly strengthens UBS’s position in the French
wealth management market.

June

■ To announce its move to a single brand, UBS launches a
global advertising campaign on 9 June which underscores
the advantages of “one team, one focus” for all stakeholders.
In a firm-wide message, the Group Executive Board tells
employees, “The introduction of the single brand will affect
every business, every employee and every client, uniting
us all under a set of shared values and ambitions that will
enhance our already formidable global reputation.” 

■ The UBS SARS Research Foundation is launched in co-
operation with the University of Hong Kong’s medical faculty.
Administered by UBS, the charity’s objective is to provide
funding for research on SARS and other infectious diseases.
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July

■ UBS in Hong Kong places the first-ever order for the pur-
chase of Chinese domestic securities by a foreign institution.
UBS is the first institution to be granted Qualified Foreign
Institutional Investor (QFII) status by China’s regulators, allow-
ing the firm to provide its clients with direct access to China’s
domestic equity and debt markets.

■ Euromoney distinguishes UBS as the world’s best bank.
“This highly prestigious accolade, won in a fiercely competitive
industry during very tough times, is a testament to the excel-
lence and dedication of our people,” comments Peter Wuffli.

■ The Global Asset Management business expands its conti-
nental European real estate capability and hires a number of
executives for the new venture.

September

■ For the fourth consecutive year, Germany’s Manager
Magazin ranks UBS’s financial reporting as the best among
large European companies.

■ UBS Bank USA opens in Utah. The banking affiliate of
our Wealth Management USA business will offer enhanced
lending services to affluent clients.

■ UBS announces the acquisition of ABN AMRO’s prime
brokerage operations in America. ABN AMRO’s client base,
consisting mainly of smaller US hedge funds, complements
UBS’s existing business which is of similar scale but concen-
trated on larger hedge funds.

■ UBS announces a number of senior executive appointments
and creates the post of Chief Financial Officer, with Clive
Standish, Chairman and CEO Asia Pacific, assuming the position
effective April 2004. Peter Wuffli assumes the title of UBS
Chief Executive Officer.

■ Working Mother magazine names the Investment Bank as
one of the 100 Best Companies for working mothers in the
United States.

October

■ UBS agrees to buy Merrill Lynch’s private client business in
Germany, expanding the firm’s local client base.

November

■ UBS announces that the firm will continue its successful
partnership with Team Alinghi for the 2007 America’s Cup,
which will be held in Valencia, Spain.

December

■ UBS’s website (www.ubs.com) is voted the fourth-best
European corporate website in a survey in the Financial Times
as well as the leading website in the financial services sector.



UBS – our



credentials

To build anything, you first have to imagine

it. Then you have to shape what you see into

concrete form. That is where experience

and know-how come into play.
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level of service and quality around the world, helping
our clients succeed in what they want to achieve. 
We believe our clients should effortlessly be able to
access all the services our firm can provide, where
and when they are required, and regardless of what
combinations of teams lie behind the solutions.
Our clients should not feel the boundaries inherent
in a large, global organization. This means that
teams from across businesses work together to pool
different skills for the benefit of each individual client.
The partnership between our businesses also gives
us the ability to build a coherent infrastructure
that does not duplicate activities unnecessarily and
helps us to provide our services as efficiently as
possible.

Before seeking advice from a financial institution,
you need to know what it stands for. You want a clear
idea of its reputation, background, and how people
will work with you. And that is what we are doing
here – giving you a better picture of who we are and
where we are going. Because, in short, credentials
matter.

In the financial services industry, we are a truly global
firm, working with corporate, institutional and
private clients around the world. Our core strengths
are asset management and wealth management,
investment banking and securities trading as well
as retail and corporate banking in Switzerland. To us,
being global means providing the same predictable

Who we are
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Financial strength
Our approach to capital management is one of our
trademarks. We employ all the tools at hand to man-
age our capital efficiently, assuring attractive value
creation for shareholders, while protecting our
renowned strong capitalization and credit ratings.

Risk management discipline
Risk is an integral part of our business, in particular
in our credit and trading businesses. Our overriding
goal is to secure an appropriate balance between
risk and return, limiting the scope for adverse varia-
tions in our earnings. Our risk culture has made
an invaluable contribution to our earnings stability
across recently turbulent market conditions.

UBS – Our Credentials
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UBS – Our Credentials

Our culture benefits directly from our diverse roots.
Each of the entities that have joined us in the last
decade have provided us with strengths that have
significantly influenced the course of our business.
They have helped us to develop a common set of
values and aspirations, among them the commitment
to our clients’ success, and the ambition to learn
and keep learning – in order to constantly create
better and more innovative solutions for our clients.
Initiative and entrepreneurial spirit is encouraged
and rewarded in our daily work. At UBS, we aim to
build responsible relationships – with our clients,
with the communities in which we operate and with
each other. Integrity and our ethical standards are
always the foundation of the business decisions we
make. 

Having in-depth knowledge of our clients’ goals and
needs also brings with it the responsibility to safeguard
their private information. The deep respect we have
for their right to financial privacy justifies the trust
that our clients continue to place in us.
We have no desire to impose a strictly uniform way of
thinking on all of our employees around the world.
Diverse viewpoints, which spur challenging intellectual
debates, are key to our firm’s success around the globe.
Capitalizing on the inherent creativity and innovation
of a diverse workforce helps us to serve clients better.
That means recognizing and appreciating multiple
backgrounds, cultures and perspectives. We strive to
build a culture that acknowledges individual differ-
ences and builds on the unique contribution of each
and every one of our people.

Common values
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You need expert craftsmanship to build that

one special image you first thought up. To

create the different angles and shades – the

unique atmosphere – you originally dreamed

of. When building what you want, you need

skilled professionals who spend the time to

listen to your idea – making it become reality.

In the wealth management business, our services are
targeted at high net worth and affluent clients around
the world, whether investing internationally or in
their home country. Providing advice and choice is our
central focus – and we aim to deliver both with our
advisory process which generates individually tailored
investment proposals based on in-house products
and a quality-screened selection of third-party offer-
ings. The trust clients place in our advice is demon-
strated by the rapid expansion of our franchises across
the world. In Asia Pacific, for example, we are expand-
ing rapidly to meet the growing demand for wealth
management services. In Europe, our domestic wealth
management business, launched in 2001, has sys-
tematically built up a strong presence in France, Ger-
many, Italy, Spain and the UK, and we continue to
grow by investing in qualified advisory staff, as well as
through selective strategic acquisitions. In the US, our
business benefits from the excellent market position
of the former PaineWebber business that became part
of UBS in 2000. That business, which now operates
under the UBS brand, has successfully reinvented itself
as a holistic wealth management provider, serving
clients with comprehensive investment and financing
advice.
In the investment banking and securities business,
we aim to be the global leader in providing services
to corporate clients, institutional investors and inter-
mediaries. Our mix of businesses allows us to capture
changing market opportunities, and our high-quality
advisory and research capabilities, combined with

excellent technology-based execution of transactions
and deals, help our clients succeed. With the increasing
importance of securities trading and financial markets,
and ongoing moves by corporations to restructure
their activities, we see significant potential in being
able to capably serve our target clients. Our equity-
related businesses, for instance, already very strong,
continue to gain momentum. Our fixed income
and foreign exchange business, which has grown sig-
nificantly over the past two years, is now one of the
broadest and most diversified businesses of its type in
the industry. In investment banking for corporations,
we are a truly global provider – with longstanding
European strength, a growing presence in Asia Pacific,
and strong growth in the key US market. 
As one of the world’s leading firms in asset management
we benefit from our record of strong investment per-
formance. Our broad array of traditional and inno-
vative capabilities covers specialist alternative and real
estate investment areas alongside our core value-
based investment philosophy. We hope to benefit from
the growth expected in asset management markets
because of the increased need for private savings to
supplement public pension systems. 
Our Swiss retail and corporate clients business leads
the domestic market. We remain committed to providing
clients with excellent, high-quality banking while
continuing to scale up advisory services by tailoring
our offering to market opportunities that arise. We
also strive to meet the changing needs of our clients
and to grow our market share in selected segments.

How we plan to grow
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The advice you
worldwide
Wealth Management Worldwide
Business Banking in Switzerland



need, 

A special dress has to be as individual as its

wearer. You can’t guess measurements; or use

just any fabric. It has to fit precisely, and reflect

exactly who you are.
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Wealth Management & Business Banking

Caring about all of a client’s assets
In London, client advisor Blake Shorthouse convinced
David Ross, an owner of European mobile telephone
retailer Carphone Warehouse, to become a UBS client
by taking a complete look at his assets and coming
up with practical solutions that helped manage the
risks inherent in his personal balance sheet. 
“Looking at David’s overall balance sheet, we argued
that his main asset was his shareholding in Carphone
and that his cash should therefore be invested in asset
classes other than equities in order to manage risk,”
explains Blake. 
Blake advised that David put the assets in the mandate
into arbitrage-based hedge funds – which had a low
correlation with equities and hence with his Carphone

stake. The goal was to achieve growth independent
of stock market fluctuations. Hedge funds held a
particular appeal to David as an entrepreneur, as the
managers tend to hold capital in their own funds,
and fees are usually very closely linked to performance,
thereby aligning the interests of the managers with
those of the investor. 
Over time, a relationship of trust built up between
David and UBS. David substantially increased his
hedge fund mandate at UBS and now consults with
his UBS team on many of his personal financial
matters. “It is refreshing to work with people who
not only understand your whole balance sheet but
also care about it,” he says.
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Advising, not selling
Abby Cheung, a client advisor in Hong Kong, had
known her client, Edward Wong, owner and group
chairman of Edward Wong Group with business
worldwide, for a number of years. She knew that
he had a very low tolerance for risk and was only
interested in investing in highly rated bonds. 
Still, she believed that it would be better if he diver-
sified his portfolio. Together with the Investment
Solutions Team in Asia, she came up with a portfolio
that ensured diversification and offered protection
on the downside – exactly fitting Abby’s client’s needs.
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Wealth Management & Business Banking

The client was won over. A tailor-made portfolio gave
him the opportunity to participate in equity market
and other investments with downside protection.
The client also appreciated UBS’s independent, open-
architecture approach to his portfolio, allowing him
to achieve the level of performance he wanted.
“The advisors at UBS are not typical salespeople, they
care about the client’s needs,” he said.
The experience strengthened his confidence in the bank,
and, now, with UBS and Abby at his side, he no longer
completely rules out making an investment in equities.

Facts& figures
on Wealth
Management

– With CHF 701 billion in invested
assets internationally, and more
than 140 years of experience, UBS
is the world’s largest private bank

– We serve international and
domestic clients from an extensive
network of 112 offices in Switzerland
and 56 offices around the world

– We provide a comprehensive range
of products and services individually
tailored for wealthy clients

– Our 3,300 client advisors combine
strong personal relationships with the
resources available throughout UBS,
helping them provide a full range
of wealth management services –
from asset management to estate
planning and from corporate finance
advice to art banking

– Invested assets in all of our wealth
management businesses, including
the US, total CHF 1.3 trillion
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Delivering the firm
In an uncertain environment, raising such a sum would
be a challenge in itself. Tapping the Swiss capital
market, the usual financing source for cantons, was
ruled out because the size of the sum might have a
potentially disruptive effect on the market.
Yet the funds were urgently needed, partly to reassure
the federal authorities that Vaud could still access the
markets swiftly. All this meant that capital would have
to be sourced internationally but delivered in Swiss
francs to avoid any additional complications for the
canton.
To meet these needs, Widmer’s team drew on two key
UBS strengths: the firm’s global reach and the
resources it could bring to bear through cooperation
between its units across the world. But before going
to the capital markets to arrange financing, UBS joined
forces with other investors to arrange a bridge loan. 
Before the capital market transaction reached the

Raising CHF 1.75 billion was both a challenge and an
opportunity for the Multinationals team at UBS in
Geneva. “From the outset, we felt that the project was
interesting and complex, and we were confident that
we would be able to manage it thanks to our expertise
and our global presence,” explains Philippe Widmer,
head of the team.
The client was the Canton of Vaud, one of Switzerland’s
regional authorities, which needed to source CHF
1.25 billion quickly to recapitalize the regional bank,
the Banque Cantonale Vaudoise (BCV). In addition,
several hundred million francs were earmarked for the
day-to-day running of the canton. 
Francis Randin, Head of Finance for the Canton of
Vaud, who supervised this refinancing, explains why his
department approached UBS: “In the past we have
always appreciated the creativity of the UBS team, and
we had confidence in the bank’s placement power.”
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Wealth Management & Business Banking

international markets, the Canton of Vaud had to seek
a Standard and Poor’s rating. Thanks to the assistance
of UBS specialists, this was achieved in the record time
of 12 weeks.
UBS was then able to place a bond for Vaud in several
European capital markets. The denomination in Swiss
francs only was a challenge in itself given the scale
of the issue. Direct contact was established between
UBS units in French-speaking Switzerland, London,
New York and Zurich. About 50 people at UBS became
directly or indirectly involved in the transaction.
The success of the transaction enabled the Canton
of Vaud to obtain the funds it needed and to bolster
the cantonal bank’s balance sheet. Francis Randin is
very satisfied: “This kind of result can only be achieved
where mutual trust is complete. UBS delivered long-
term funding at favorable rates in a very short space
of time. It was an exceptional performance.”
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Wealth Management & Business Banking

Farmhouse reborn
Many dream of living in a farmhouse. Few, however,
get to realize that dream. Yet we helped one of our
retail customers in Basel achieve just that. Originally
built in the 18th century, the farmhouse of his dreams
lay in the heart of the Bernese Oberland in the Swiss
Alps. The only hitch was that it needed a great deal
of repair work and renovation, and the costs of making
it livable would come to much more than the actual
purchase price.
Still, after seeing the farmhouse, our client contacted
the local UBS branch in the Bernese Oberland about a
mortgage. Because he was a Basel resident, the infor-
mation was passed on to the branch where his client
advisor worked.
Philippe Salvisberg, a real estate finance expert in Basel,
recalls: “It was then my task to work together with the
client advisor to come up with a solution that exactly
suited our client’s requirements.”
Our client wanted to buy the farmhouse with his own
capital and take out a mortgage to finance a part of the
renovation work. There was a small problem, however.
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Register

It was not fully clear what the property’s value would
be after the renovation plans as the final plans for
the work had not yet been set. In spite of that, the
client wanted to take out a fixed-rate mortgage as fast
as possible as he reckoned interest rates were on the
way up. 
Moreover, the property was in an agricultural zone
with special planning restrictions and it could not be
fully pledged as a security against the mortgage, as
is the case in residential areas.
“In view of the special nature of the situation, we
suggested that our client offer additional security by
pledging other assets. As soon as we knew how
much the renovation would actually cost, we would
revalue the property upwards and release the addi-
tional security,” Philippe said.
Our client was more than happy with the solution.
“It allowed me to buy the house without delay and fix
the mortgage on exactly the terms I had wanted.
Working with UBS was fast, not at all bureaucratic,
and innovative.”

Facts& figures on
Business Banking

– UBS is the market leader in Swiss
retail and commercial banking

– With 3.5 million individual client
accounts, relationships with 150,000
enterprises across Switzerland, as
well as 3,000 financial institutions
worldwide, it provides a complete
set of banking and securities services
for individual and corporate clients

– With a total loan book of CHF 139
billion, it has a leading position
in the Swiss lending and retail mort-
gage market

– With 1,225 ATMs and 303 branches,
as well as a comprehensive set of 
e-banking services, it provides a Swiss
network more extensive than any of
its domestic competitors



Invest and
Global Asset Management

Your look is you – not just fashion, but your

personal sense of style. An expert eye can help

you find the right fabric that flatters your natu-

ral colors, understand instinctively which cut

enhances your elegance. Skillful hands design

and personalize it to perfection – until they get

it just right and you instinctively say “that dress

is me”.



perform
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Global Asset Management

Action at Arcadia
Shortly after taking control of Arcadia Group, the UK
retailing chain, Philip Green initiated a thorough
review of its pension funds and identified problems to
be addressed. As in many other cases, slumping equity
prices had inflicted a deficit on both pension funds
and, even if markets recovered, there was no assurance
that the deficits would disappear. 
Green decided on immediate action and moved to
inject new contribution money into the funds to ensure
that the final salary basis of the schemes would be pre-
served. At the same time, he met with the trustees to
discuss his ideas for pension fund investment strategy.
These ideas were both prudent and innovative, and he
asked the fund trustees to consider these and formulate
a plan not only to prevent future deficits but to ensure
that fund returns would in future more closely match
the expected liability profile.
In early May, the trustees took their requirements for a
new strategy based on absolute returns to UBS. The
trustees suggested that the proposal should include a
high-yield emphasis in the equities component, a more
active approach to fixed-income investments, and an
increased weighting in property.
As the holder of existing mandates amounting to more
than 30% of Arcadia’s pension fund assets, UBS was

already familiar with its needs. The firm’s first pro-
posal took a product-by-product approach, closely
following the agenda set by the trustees.
A few days later, however, the UBS team came back
with a second and entirely new proposal. Entitled
“Real return plus” and based on newly developed
capabilities termed ‘dynamic alpha’ strategies, the con-
cept integrated the individual asset classes favored by
the trustees and packaged them in such a way that the
downside risk for the overall funds was much reduced.
In other words, the new concept looked past individ-
ual product areas to the ultimate aim of the trustees –
matching fund returns to their liabilities. “It was an
exercise in risk diversification to achieve greater con-
sistency of returns,” explains the head of the UBS rela-
tionship team, “based on an innovative structuring of
familiar building blocks.”
In June, the trustees of Arcadia’s pension funds invited
UBS to present the new concept and then to work with
the fund’s consultants to refine the underlying assump-
tions and targets.
Impressed that the asset managers had created a solu-
tion to focus on their specific requirements, the
trustees awarded them a fresh mandate and increased
the amount of funds entrusted to UBS.
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Facts& figures
on Global Asset
Management

– With total invested assets of 
CHF 574 billion, UBS aims to deliver
superior investment results to its
institutional and wholesale inter-
mediary clients with distinctive and
innovative services

– Its operations span 21 countries,
with main offices in London, Chicago,
New York, Tokyo and Zurich. It
employs over 2,600 staff, of which
some 520 are investment professionals

– The core investment management
business has a clear price / value
investment philosophy that empha-
sizes fundamental analysis when
assessing securities

– The alternative and quantitative
investment business encompasses
several specialist areas, including
hedge funds 

– The real estate business purchases,
sells and actively manages investments
in property



Making business
Investment Bank



happen

Traditions are priceless. They serve to remind us

of the extraordinary achievements and creativity

of our past. Restoring a vintage yacht is both a

labor of love and a way to maintain a tangible,

living link to our heritage.



Transformation in Japan
In mid-2000, Japan moved to the top of Vodafone’s
agenda. A company with global ambitions could not
sit on the sidelines of the world’s third-largest mobile
telephony market. 
Yet Vodafone’s Japanese presence was limited to
minority stakes in the J-Phone family of companies.
Worse still, AT&T and British Telecom were leading
shareholders in J-Phone’s parent, Japan Telecom,
together with three domestic railway companies. 
The Vodafone team at UBS took another look at this
fragmented ownership structure. This supplied a
key insight: the very complexity of these shareholdings
could provide a way in.
Aware of the pressure they were under to sell non-core
assets, our bankers proposed sounding out two of
the railway companies on the sale of their stakes.
Following a senior-level meeting in London, a deal

was announced within an unprecedented 12 weeks
of the first contacts. 
This purchase gave Vodafone 15% of Japan Telecom.
It was also the starting point for a series of transactions
for Vodafone, which then launched a public offer
acquiring most of the remaining shares in Japan Tele-
com held by the railway companies. 
Together these deals, worth USD 11.5 billion, added
up to the largest-ever direct investment into Japan.
To finance just one, we led an equity issue for Vodafone
that raised more than USD 5 billion in a matter of
hours. By October 2001, less than a year after the
first transaction, Vodafone had gained control of the 
J-Phone Group, Japan’s third-largest mobile phone
operator.
In the meantime, our bankers had helped Vodafone to
restructure the four J-Phone companies into a single
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Investment Bank

entity, strongly boosting efficiency and competitive-
ness. The final step was to sell off Japan Telecom’s
fixed-line business, in line with Vodafone’s focus
on mobile telephony. Led by UBS in August 2003,
this record-breaking leveraged transaction raised more
than USD 2.2 billion in cash and preferred equity. 
These achievements are best summed up in the words
of Vodafone’s senior management: “Utilizing their
insight, relationships and technical knowledge, the
UBS team helped us achieve what many thought was
not possible, namely a swift friendly takeover that
has ultimately left us with a pure consolidated mobile
phone business in the vital Japanese market.”
Japan Telecom was much more than just another
acquisition for Vodafone. The Vodafone brand
is now everywhere in Japan. The transformation is
complete.

Facts& figures
on the Investment
Bank

– UBS is one of the world’s leading
investment banking and securities
businesses, providing a full spectrum
of services to institutional and
corporate clients, governments and
financial intermediaries globally 

– Our global reach, supported by a
complete array of products and
services, gives our clients unique
access to financial markets around
the world

– Headquartered in London and New
York, the Investment Bank employs
over 15,000 people in 31 countries
around the world, with its business
run on a global basis and organized
into the three distinct areas of
Equities, Investment Banking and
Fixed Income, Rates and Currencies

– The Equities business is a leading
player in the global primary and
secondary markets for equity, equity-
linked and equity derivative products.
It is a member of over 80 stock
exchanges in 31 countries, with
a local presence in 40 cities around
the world 
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Research to measure
Would Germany become the next Japan? Early in 2003,
the prospect of deflation in Europe’s largest economy
was perceived to be a potential threat to the invest-
ment strategy of one global institutional investor. To
seek help in assessing the risk, the fund managers turned
to our Customized Research and Data Solutions team. 
Involving the firm’s economists and sector analysts,
the team prepared a detailed report, complete with a
checklist of “sign-posts” or measures that would
suggest policy-makers were moving in the right direc-
tion to avert the danger of falling prices. “Instead
of mass-produced research, our clients received tailor-
made answers to specific questions,” explains Julie
Hudson, the team’s head.
The ability of the Customized Research team to handle
a wide range of investment questions is grounded
not only in the six-strong team’s collective experience
but also in their ability to leverage the entire firm’s
resources in sector and industry research, valuation and
quantitative research, economics, credit, and other
research areas. 
The team’s goal is to help support the investment
decision-making process at client firms, including the
development of investment ideas. Success hinges on
a thorough understanding of the client’s investment
aims and processes. 

Established two years ago to meet rising demand for
tailor-made information, Customized Research is
one answer to the challenge faced by all professional
investors: how to sort the insights they need from
the blizzard of research products issued by their invest-
ment banks. 
Another initiative of ours addresses the same challenge
by a different route. As the name suggests, the Gate-
keeper service packages existing research output from
all parts of the firm to match the specific needs of
key investment decision-makers at client institutions.
As the Gatekeeper team acts as a principal point of
contact for more than 90 participating institutions, its
members are ideally placed to understand and support
the decision-making framework at client institutions.
Working closely with their clients, and drawing on the
full resources of UBS, the team’s purpose is to deliver
relevant input when and how our clients want it.
Judging by the enthusiastic response from clients,
this “pull” model is a significant advance on the tradi-
tional “push” approach where clients are serviced by
a multiplicity of contacts across a range of product areas.
Both the Customized Research and Gatekeeper
initiatives underline UBS’s commitment to delivering
services in tailored and efficient ways to meet the
specific needs of our clients.
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Facts& figures
on the Investment
Bank

– Equity Research supplies independ-
ent assessments of the prospects
of approximately 2,900 companies
across diverse industry sectors, as
well as economic, strategy and
derivative research

– In investment banking, we provide
advice and execution capabilities 
to a global corporate client base,
with services encompassing mergers
and acquisitions, strategic reviews
and corporate restructuring solutions

– With over 2,200 professionals
employed around the world, the
Fixed Income, Rates and Currencies
business provides a broad spectrum
of products and innovative solutions
to corporate, institutional and
retail clients in all major markets



Right next
Wealth Management in the US 

Restoring a vintage yacht demands the highest

craftsmanship. You can’t take short cuts when

you are recreating the timeless elegance of the

vessel’s lines. You have to painstakingly under-

stand what the original builders and designers

had in mind, and then retrace the original work.



to you
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Ensuring the future
It is not uncommon for wealthy senior citizens to
worry about estate planning. However, in the case of
this couple living near Chicago, Financial Advisor
Paul Skurie was faced with a rather unusual situation.
Picture the following: your assets are not invested in
a well-diversified portfolio but mostly concentrated in
one stock. Some people may find themselves in similar
circumstances, but in this case the single-stock position
was worth close to USD 60 million. It was held outside
UBS, had been inherited from the wife’s father, and
thus came with a considerable amount of emotional
attachment.
This also meant reluctance to pursue alternative invest-
ment paths – made all the more understandable by
the fact that a family member owning a similar portion
of that same stock had taken advice from another
firm and been left with a substantial drop in value.
The couple’s healthy skepticism toward active strate-
gies was therefore not entirely unfounded. Thus Paul
needed a lot of credibility to establish the trust needed
to address the estate planning issues.
One such opportunity to build trust arose when the
couple decided to move out of their home to be closer
to one of their daughters. They needed a loan to bridge
the gap between selling their old house and closing
on the new one. Paul called Regional Lending Manager
Anita Ortiz and helped them to open a USD 2 million
credit line. As a result, a small fraction of the stock
holding was transferred to UBS to serve as collateral.

This deal helped to inspire confidence, and after a
while Paul raised the million dollar question: “Wealth
preservation also means minimizing estate taxes,”
he suggested. After her father’s death several years
earlier, the client had regretted not addressing the issue
of estate taxes as well as she might have. This time,
Paul took the initiative by contacting an estate planning
specialist from UBS’s network, liaising with an insur-
ance consultant and then coming up with a tailor-made
insurance policy solution.
The couple were concerned about the premiums on
their life insurance policy, which, due to their age, were
well above USD 1 million a year. Again teamwork
was called for. Anita explained that financing for the
premiums on the policy could be provided through
UBS’s Premier Credit Line lending product. The solu-
tion would allow the clients to pay the premiums each
year through the loan. They could also service the
loan at an interest rate that matched the relatively low
levels being seen in the wider market. Also, if they took
that route, they would be able to protect their estate
and cover their cost of living for many years to come.
The product proved a big success, encouraging the
couple’s daughters to seek advice from UBS as well.
Says the contented client: “My husband and I are
very pleased with the assistance you provided in the
development of our insurance trust account. We
really appreciate all of the effort, ingenuity, and time
that you spent in the process. We thank you, again.”
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Wealth Management USA

Facts& figures
on Wealth
Management USA

– Providing a complete set of sophisti-
cated wealth management services
to affluent and high net worth
clients, Wealth Management USA is
the fifth-largest wealth manager in
the US 

– We have CHF 634 billion in invested
assets and nearly 2 million private
client relationships, supported by
a network of 7,766 financial advisors
in 366 branch office locations

– Our strength lies in the emphasis we
put on building and maintaining
consultative relationships between
high net worth clients and their
financial advisors, who offer a wide
array of investment products and
services

– We commit considerable resources to
develop and expand the capabilities
of our financial advisors. With a dedi-
cation to and emphasis on training,
they are a key factor in developing
long-term, mutually beneficial client
relationships

– Invested assets in all of our wealth
management businesses, including
the international business, total
CHF 1.3 trillion
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Corporate governance – the way our leadership and
management is organized and how it operates in
practice – ultimately aims at leading us to success, pro-
tecting the interests of our shareholders while creating
value for them and for all stakeholders. Good corpo-
rate governance seeks to balance entrepreneurship,
control and transparency, while supporting the firm’s
success by ensuring efficient decision-making processes.

Management structure

We operate under a strict dual board structure, as
mandated by Swiss banking law. The functions of
Chairman of the Board of Directors (Chairman) and
Chief Executive Officer (CEO) are conferred on two
different people, thus providing separation of powers.
No member of one board may be a member of the
other. This structure establishes checks and balances
and creates an institutional independence of the two
boards.

The Board of Directors is the most senior body with
ultimate responsibility for the strategy and the manage-
ment of the company and for the supervision of its
executive management. Our shareholders elect each
member of the Board. The Board appoints its Chairman
and Vice Chairmen, who together form the Chairman’s
Office. The Board also appoints the chairmen and
members of the Audit Committee, the Compensation
Committee, and the Nominating Committee. The
majority of the Board members are non-executive and
independent. 
In line with Swiss banking law, the Board has delegated
the responsibility for day-to-day management to the
Group Executive Board. The supervision and control
of the executive management remains with the Board
of Directors. 
On 31 December 2003, the Board consisted of nine
directors (see list below). As of the Annual General
Meeting (AGM) on 15 April 2004, Johannes A. de Gier
will step down from the Board due to his new function
as chairman of the holding company established in

Corporate Governance

Members of the Board of Directors As at 31 December 2003

Current term 
Year of initial of office

Name Business address Positions held in UBS appointment runs until

Marcel Ospel UBS AG Chairman 2001 2005
Bahnhofstrasse 45, CH-8098 Zurich 

Alberto Togni UBS AG Executive Vice Chairman 1998 2005
Bahnhofstrasse 45, CH-8098 Zurich

Peter Böckli Böckli Bodmer & Partners Non-executive Vice Chairman 1998 2006
St. Jakobs-Strasse 41, CH-4002 Basel Chairman of the Nominating Committee

Ernesto Bertarelli Serono International SA Member of the Compensation Committee 2002 2006
Ch. des Mines 15bis, CH-1211 Geneva 20

Sir Peter Davis J Sainsbury plc Member of the Audit Committee 2001 2004 1

33 Holborn, London EC1N 2HT Member of the Nominating Committee

Johannes A. de Gier GAM Member of the Board 2001 2006 2

Klausstrasse 10, CH-8008 Zurich Executive Vice Chairman until February 2003

Rolf A. Meyer Heiniweidstrasse 18 Chairman of the Compensation Committee 1998 2006
CH-8806 Bäch Member of the Audit Committee

Hans Peter Ming Sika AG Member of the Compensation Committee 1998 2004 2

Wiesenstrasse 7, CH-8008 Zurich Member of the Nominating Committee

Lawrence A. Weinbach Unisys Corporation Chairman of the Audit Committee 2001 2005
Unisys Way, Blue Bell, PA 19424

Secretary to the Board of Directors Gertrud Erismann-Peyer
1 Proposed for reelection at the AGM 2004.    2 Stepping down at the AGM 2004.

Each member of the Board is elected at the Annual General Meeting of Shareholders for a three-year term. The initial term of office for each Director is,
however, fixed in such a way as to ensure that about a third of all the members have to be newly elected or reelected every year.
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2003 within UBS that integrated our independent
private banks and the GAM asset management busi-
ness. Hans Peter Ming, whose term of office expires in
2004, is not standing for re-election as he has reached
retirement age.
The Board of Directors will propose the following
new members for election: Stephan Haeringer, currently
deputy CEO of UBS, Helmut Panke, Chairman of
the Board of Management of BMW AG, Munich,
Germany, and Peter Spuhler, owner of Stadler Rail AG,
Bussnang, Switzerland. After these changes, the Board
of Directors will consist of ten members – three execu-
tives and seven non-executives. 

The Group Executive Board (GEB) has business man-
agement responsibility for UBS. All its members are
appointed by the Board of Directors. The GEB, and in
particular the CEO, are accountable to the Chairman
and the Board for the implementation and the results of
the firm’s business strategies. Together with the Chair-
man and the Vice Chairmen, the GEB assumes overall
responsibility for the development of UBS’s strategies.
On 31 December 2003, the GEB consisted of the ten
members portrayed in the photographs opposite. 
In January 2004, Joseph J. Grano stepped down from
the GEB, handing over the CEO function of the
Wealth Management USA Business Group to Mark
Sutton, previously President and Chief Operating
Officer. As of 1 April 2004, Clive Standish, Chairman
and CEO of Asia Pacific will assume the function of
Chief Financial Officer. Stephan Haeringer, currently
Deputy CEO, is proposed for election to the Board
of Directors at the AGM of 15 April 2004. The GEB
will consist of eight members after these changes.

Peter A. Wuffli 
CEO 

Joseph J. Grano Jr.
Chairman 
Wealth Management USA

Clive Standish 
Chairman and CEO 
Asia Pacific

Marcel Rohner 
CEO 
Wealth Management 
& Business Banking

John A. Fraser 
Chairman and CEO 
Global Asset Management

Stephan Haeringer 
Deputy CEO

Mark B. Sutton 
CEO
Wealth Management USA

John P. Costas 
Chairman and CEO 
Investment Bank

Georges Gagnebin 
Chairman
Wealth Management 
& Business Banking

Peter Kurer 
Group General 
Counsel
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Compensation for senior executives

Compensation principles and governance
Compensation for senior executives consists of a base
salary and a performance-based incentive component.
This incentive component generally represents a
substantial part of total compensation and a signifi-
cant portion of it is paid in the form of restricted
or deferred UBS shares. 
Compensation levels are based on the firm’s and the
individual’s performance and are highly variable from
year to year, in line with the profitability of the firm,
measured against prior year results and established
business plan targets. 
Compensation of senior executives in particular is
closely linked to the achievement of sustainable share-
holder returns and provides appropriate incentives
for long-term value creation. 
The approval of senior executive compensation and
the design of senior executive compensation schemes
are subject to a rigorous process. The Compensation
Committee of the Board of Directors, which consists
of independent members, has a central role in the com-
pensation process. No one has any approval authority
for his or her own compensation.
Details on executive and board compensation and share-
holdings can be found in our Handbook 2003/2004.

Compensation for senior executives in 2003
For 2003, compensation for senior executives totaled
CHF 158.4 million (excluding merger-related retention
payments). This group includes the two executive
members of the Board of Directors, the ten members
of the GEB and Johannes A. de Gier, who stepped
down as executive director during first quarter 2003. 

Of the total compensation sum, CHF 79.2 million was
paid in cash, representing base salaries and the cash
portions of bonus. Another CHF 64.2 million was
paid in the form of restricted UBS shares and CHF
12.8 million in restricted UBS options (both
at fair value). Additionally, UBS made contributions
to retirement plans for senior executives amounting
to CHF 1.2 million and granted CHF 1 million
worth in benefits in kind and fringe benefits (including
car leasing, company car allowances, staff discount
on banking products and services, health and welfare
benefits and general expenses allowances). 
In 2002, compensation for senior executives totaled
CHF 147.1 million. The membership and size of UBS’s
senior management differed in both years – compensa-
tion for 2002 covers three executive Board members,
ten members of the GEB as of 31 December 2002,
and two former members of the GEB who left UBS in
2002. Average compensation per head increased by
21% in 2003 compared to a year earlier.
Total compensation of the highest paid member of
the Board of Directors, Chairman Marcel Ospel,
amounted to CHF 17.2 million for the financial year
2003, including restricted UBS shares valued at
CHF 7.5 million. In addition, he received CHF 1.6
million in the form of options (at fair value), granted
as a long-term incentive award.

Compensation for non-executive Board members 
Remuneration of non-executive directors is not
performance-related. They receive a base fee of CHF
300,000 plus fixed amounts for each Committee
chairmanship and membership. The total amount
distributed to this group for 2003 in the form of cash
and restricted shares was CHF 5.4 million. 
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Audit

The Board of Directors and its Audit Committee super-
vise the functioning of the overall audit work. The
Chairman’s Office has primary responsibility for the
supervision of Group Internal Audit, while the Audit
Committee monitors and assesses the qualification, inde-
pendence and performance of the External Auditors.
Ernst & Young Ltd, Basel, have been assigned the
mandate to serve as global auditors for UBS. They
were first appointed as UBS’s principal external audi-
tor for the audit of the 1998 financial statements.
Since then, shareholders voting at AGMs have annual-
ly confirmed their mandate until and including 2003,
and they will be proposed for re-election at the AGM
in 2004. The Audit Committee has determined that
Ernst & Young Ltd. meets all independence require-
ments established by the US Securities and Exchange
Commission (SEC). 

In 2003, UBS paid Ernst & Young CHF 32.2 million
for audit services (CHF 32.1 million in 2002) and
CHF 19.6 million for non-audit services pre-approved
by the Audit Committee (CHF 23.8 million in 2002).

Group Internal Audit provides an independent review
of effectiveness of the system of internal controls
and compliance with key rules and regulations. 
It has unrestricted access to all accounts, books and
records and must be provided with all information
and data required to fulfill its auditing duties. All key
issues raised by Group Internal Audit are communi-
cated to the management in charge, to the CEO and
to the Chairman’s Office via formal Audit Reports.
Group Internal Audit employs around 240 profes-
sionals worldwide. To maximize its independence
from management, the head of Group Internal Audit,
Markus Ronner, reports directly to the Chairman
of the Board. 
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UBS Income Statement % change from

CHF million, except per share data For the year ended 31.12.03 31.12.02 31.12.01 31.12.02

Operating income
Interest income 40,159 39,963 52,277 0
Interest expense (27,860) (29,417) (44,236) (5)

Net interest income 12,299 10,546 8,041 17
Credit loss (expense) / recovery (116) (206) (498) (44)

Net interest income after credit loss expense 12,183 10,340 7,543 18

Net fee and commission income 17,345 18,221 20,211 (5)
Net trading income 3,883 5,572 8,802 (30)
Other income 561 (12) 558

Total operating income 33,972 34,121 37,114 0

Operating expenses
Personnel expenses 17,231 18,524 19,828 (7)
General and administrative expenses 6,086 7,072 7,631 (14)
Depreciation of property and equipment 1,364 1,521 1,614 (10)
Amortization of goodwill and other intangible assets 943 2,460 1,323 (62)

Total operating expenses 25,624 29,577 30,396 (13)

Operating profit before tax and minority interests 8,348 4,544 6,718 84

Tax expense 1,618 678 1,401 139

Net profit before minority interests 6,730 3,866 5,317 74

Minority interests (345) (331) (344) 4

Net profit 6,385 3,535 4,973 81

Basic earnings per share (CHF) 5.72 2.92 3.93 96
Diluted earnings per share (CHF) 5.61 2.87 3.78 95

Letter from Group auditors
We have audited, in accordance with auditing standards generally accepted in the United States of America as well as those promulgated by the profession
in Switzerland, the Group balance sheets of UBS AG as of 31 December 2003 and 2002, and the related Group statements of income, cash flows and
changes in equity for each of the three years ended 31 December 2003 and the notes thereto (not presented herein). In our report dated 4 February 2004
(see UBS Financial Report, page 81), we expressed an unqualified opinion on those Group financial statements which are prepared in accordance with
International Financial Reporting Standards (IFRS).

In our opinion, the information set forth in the accompanying Group balance sheet and income statement on pages 46 and 47 of the Annual Review are
fairly stated, in all material respects, in relation to the Group financial statements from which they have been derived.

Basel, 4 February 2004

Ernst & Young Ltd

Roger K. Perkin Peter Heckendorn
Chartered Accountant lic.oec.
in charge of the audit in charge of the audit

Financial Results in 2003
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UBS Balance Sheet % change from

CHF million 31.12.03 31.12.02 31.12.02

Assets
Cash and balances with central banks 3,584 4,271 (16)
Due from banks 31,667 32,468 (2)
Cash collateral on securities borrowed 213,932 139,052 54
Reverse repurchase agreements 320,587 294,086 9
Trading portfolio assets 461,772 371,436 24
Positive replacement values 84,334 82,092 3
Loans 212,504 211,647 0
Financial investments 5,139 8,391 (39)
Accrued income and prepaid expenses 6,218 6,453 (4)
Investments in associates 1,616 705 129
Property and equipment 7,659 7,869 (3)
Goodwill and other intangible assets 11,529 13,696 (16)
Other assets 25,459 8,952 184

Total assets 1,386,000 1,181,118 17

Total subordinated assets 4,794 3,652 31

Liabilities
Due to banks 127,153 83,178 53
Cash collateral on securities lent 53,278 36,870 45
Repurchase agreements 415,863 366,858 13
Trading portfolio liabilities 143,957 106,453 35
Negative replacement values 93,646 81,282 15
Due to customers 347,358 306,876 13
Accrued expenses and deferred income 13,673 15,331 (11)
Debt issued 120,237 129,411 (7)
Other liabilities 31,316 12,339 154

Total liabilities 1,346,481 1,138,598 18

Minority interests 4,073 3,529 15

Shareholders’ equity
Share capital 946 1,005 (6)
Share premium account 6,938 12,638 (45)
Net gains / (losses) not recognized in the income statement, net of tax (983) (159) (518)
Retained earnings 36,725 32,638 13
Treasury shares (8,180) (7,131) (15)

Total shareholders’ equity 35,446 38,991 (9)

Total liabilities, minority interests and shareholders’ equity 1,386,000 1,181,118 17

Total subordinated liabilities 9,301 10,102 (8)
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In 2003, we recorded the second-best annual result since
UBS and SBC merged in 1998. All businesses reported a
stronger set of results in 2003 than in the previous year.
Our net profit in full-year 2003 was CHF 6,385 million,
up from CHF 3,535 million in 2002 – an increase of
81%. Results in both 2002 and 2003 were influenced
by individual items we call significant financial events.
The first was the gain from our sale of private bank
Hyposwiss in first quarter 2002. Then, in fourth quarter
2002, we wrote down the value of the PaineWebber
brand and sold the Klinik Hirslanden hospital chain. In
second quarter 2003, we sold the Correspondent Ser-
vices Corporation (CSC) clearing business. Excluding
these effects, and before goodwill amortization, net
profit increased by 33% in 2003 from 2002. 
Return on equity in 2003 was 18.2%, compared to
8.9% a year earlier. Basic earnings per share were

CHF 5.72 in 2003, against CHF 2.92 in 2002. The
cost / income ratio was 75.2% in 2003 compared to
86.2% in 2002.

Significant financial events
UBS’s performance is reported in accordance with
International Financial Reporting Standards (IFRS). 
Additionally, we provide comments and analysis 
on an adjusted basis which excludes from the reported
amounts certain items we term significant financial
events (SFEs). An additional adjustment we use in our
results discussion is the exclusion of the amortization
of goodwill and other acquired intangible assets. 
These adjustments reflect our internal approach to ana-
lyzing our results and managing the company, in which
SFE-adjusted figures before the amortization of good-
will and intangibles are used to assess performance
against peers and to estimate future growth potential. In
particular, our financial targets have been set in terms of

Significant Financial Events (SFE)

Wealth Corporate

CHF million UBS Management USA Center

For the year ended Income Statement line affected 31.12.03 31.12.02 31.12.01 31.12.03 31.12.02 31.12.02

Operating income
As reported 33,972 34,121 37,114 5,182 5,548 2,676
Less: Gain on disposal of 
Correspondent Services Corporation Other income 161 161
Less: Gain on disposal of Hyposwiss Other income 155 155
Less: Gain on disposal of Klinik Hirslanden Other income 72 72

Adjusted operating income 33,811 33,894 37,114 5,021 5,548 2,449

Operating expenses
As reported 25,624 29,577 30,396 5,187 7,348 2,399
Less: Writedown of Amortization of goodwill and
PaineWebber brand name other intangible assets 1,234 1,234

Adjusted operating expenses 25,624 28,343 30,396 5,187 6,114 2,399

Operating profit / (loss) before tax and minority interests
As reported 8,348 4,544 6,718 (5) (1,800) 277
SFE adjustments, net (161) 1,007 (161) 1,234 (227)

Adjusted operating profit / (loss) 
before tax and minority interests 8,187 5,551 6,718 (166) (566) 50

Net profit
As reported 6,385 3,535 4,973
SFE adjustments, net (161) 1,007
Tax effect of significant financial events, net Tax expense / (benefit) 159 (239)

Adjusted net profit 6,383 4,303 4,973

Amortization of goodwill and other intangible assets 943 1,226 1,323

Adjusted net profit before goodwill 7,326 5,529 6,296
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adjusted results, excluding SFEs and the amortization of
goodwill and intangibles. All the analysis provided in
our internal management accounting is based on opera-
tional SFE-adjusted performance. This helps us to illus-
trate the underlying operational performance of our
business, insulated from the impact of individual gain or
loss items that are not relevant to our management’s
business planning decisions. A policy approved by the
GEB defines which items may be classified as SFEs. 

In 2002 there were three and in 2003 there was 
one – they are described in more detail below.

– We realized a net gain of CHF 2 million (pre-tax
CHF 161 million) in second quarter 2003 from the
sale of Wealth Management USA’s Correspondent
Services Corporation (CSC) clearing business. A
substantial portion of CSC’s net assets comprised
goodwill stemming from the PaineWebber acquisi-
tion. After deducting taxes of CHF 159 million
(based on the purchase price) and the writedown of
the goodwill associated with CSC, the net gain from
the transaction was CHF 2 million.

– In fourth quarter 2002, we recorded a non-cash
writedown of CHF 953 million (pre-tax CHF 1,234
million) relating to the value of the PaineWebber
brand that was held as an intangible asset on our
balance sheet.

– In fourth quarter 2002, we realized a net gain of
CHF 60 million (pre-tax CHF 72 million) from the
sale of Klinik Hirslanden, a private hospital group.

– In first quarter 2002, we realized a net gain of CHF
125 million (pre-tax CHF 155 million) from the sale
of private bank Hyposwiss.

Details of significant financial events are shown in the
table on page 48.

Our financial targets
We focus on a consistent set of four long-term financial
targets defined across periods of varying market
conditions and designed to ensure that we deliver
continuously improving returns to our shareholders:

– We seek to increase the value of UBS by achieving a
sustainable, after-tax return on equity of 15–20%,
across periods of varying market conditions.

– We aim to increase shareholder value through dou-
ble-digit average annual percentage growth in basic
earnings per share (EPS), across periods of varying
market conditions.

– Through cost reduction and earnings enhancement
initiatives we aim to reduce UBS’s cost / income
ratio, to a level that compares positively with best-
in-class competitors.

– We aim to achieve a clear growth trend in net new
money in our wealth management units.

The first three targets are all reported pre-goodwill
amortization, and adjusted for significant financial
events.
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Our performance against these targets in 2003
reflected our ability to capture revenue opportunities
and gain market share in improved economic and
financial market conditions. These targets are evaluat-
ed before goodwill and adjusted for significant finan-
cial events (SFEs):

Our return on equity for 2003 was 20.9%, up from
13.9% a year ago and above our target range of 15%
to 20%. This was the best result since the very strong
return of 24.3% in 2000. The increase reflects our
much improved net profit combined with a lower aver-
age level of equity resulting from our continued buy-
back programs.

Basic earnings per share (EPS) stood at the highest
level since 2000. In 2003, they were CHF 6.56, an
increase of CHF 1.99 or 44% from a year ago, reflect-
ing the increase in profit as well as the 8% reduction
in average number of shares outstanding due to our

continuous buyback activities. Without the buyback
programs in place since 2000, our earnings per share
would now be 14% lower.

The cost / income ratio was 72.7% in 2003, an improve-
ment from 79.5% in 2002. It stands at its lowest level
since PaineWebber became part of UBS. The slight drop
in income, reflecting the difficult market environment
in first half 2003, was more than compensated by a
9% decline in operating expenses due to ongoing cost
management initiatives and the downward pressure
on compensation ratios.

Net new money into our Wealth Management busi-
nesses totaled CHF 50.8 billion compared with CHF
36.2 billion in 2002. This is an increase of 40% and
corresponds to an annual growth rate of 4.2%. Both
the Wealth Management and Wealth Management
USA businesses were able to attract more client money
in 2003 than in 2002.

Performance against targets

For the year ended 31.12.03 31.12.02 31.12.01

RoE (%)
as reported 1 18.2 8.9 11.7
before goodwill and adjusted for significant financial events 2 20.9 13.9 14.8

Basic EPS (CHF)
as reported 3 5.72 2.92 3.93 
before goodwill and adjusted for significant financial events 4 6.56 4.57 4.97

Cost / income ratio (%)
as reported 5 75.2 86.2 80.8
before goodwill and adjusted for significant financial events 6 72.7 79.5 77.3

Net new money, wealth management units (CHF billion) 7,8

Wealth Management 29.7 17.7 23.2
Wealth Management USA 21.1 18.5 33.2

Total 50.8 36.2 56.4

Footnotes: 1 Net profit / average shareholders' equity less dividends.    2 Net profit less the amortization of goodwill and other intangible assets and significant financial events (after-tax) / average
shareholders' equity less dividends.    3 Details of the EPS calculation can be found in Note 8 in the Financial Report 2003.    4 Net profit less the amortization of goodwill and other intangible
assets and significant financial events (after-tax) /weighted average shares outstanding.    5 Operating expenses /operating income less credit loss expense or recovery.    6 Operating expenses less
the amortization of goodwill and other intangible assets and significant financial events/operating income less credit loss expense or recovery and significant financial events.    7 Excludes inter-
est and dividend income.    8 Wealth Management and Wealth Management USA.
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Operating income
Total operating income fell slightly to CHF 33,972
million in 2003 from CHF 34,121 million in 2002.
Adjusted for the divestment gains of CHF 227 million
due to the sale of Hyposwiss and Klinik Hirslanden in
2002 and of CHF 161 million due to the sale of Corre-
spondent Services Corporation in 2003, total operat-
ing income in 2003 was CHF 33,811 million, com-
pared to CHF 33,894 million in 2002. The drop was
caused by lower asset-based revenues impacted by the
low market levels in early 2003, which only started to
recover in the second half of the year. Operating
income was also affected by the weakening of major
currencies against the Swiss franc, including the 13%
drop of the US dollar. This was partially offset by
higher income from fixed income trading and much
lower private equity writedowns.

Net interest income of CHF 12,299 million in 2003
was 17% higher than the CHF 10,546 million in 2002.
Net trading income, at CHF 3,883 million in 2003,
declined 30% from CHF 5,572 million a year earlier. 
As well as income from interest margin based activities
(loans and deposits), net interest income includes
income earned as a result of trading activities (for
example, coupon and dividend income). This compo-
nent is volatile from period to period, depending on the
composition of the trading portfolio. In order to pro-
vide a better explanation of the movements in net inter-
est income and net trading income, we analyze the total
according to the business activities that give rise to the
income, rather than by the type of income generated.

Net income from interest margin products dropped by
4% to CHF 5,077 million in 2003 from CHF 5,275

Income statement key figures as reported % change from

CHF million, except where indicated For the year ended 31.12.03 31.12.02 31.12.01 31.12.02

Operating income 33,972 34,121 37,114 0
Operating expenses 25,624 29,577 30,396 (13)
Operating profit before tax 8,348 4,544 6,718 84

Net profit 6,385 3,535 4,973 81

KPI’s
Cost / income ratio (%) 1 75.2 86.2 80.8
Basic earnings per share (CHF) 2 5.72 2.92 3.93 96
Diluted earnings per share (CHF) 2 5.61 2.87 3.78 95

Return on shareholders’ equity (%) 3 18.2 8.9 11.7

Earnings adjusted for significant financial events and pre-goodwill 4, 5 % change from

CHF million, except where indicated For the year ended 31.12.03 31.12.02 31.12.01 31.12.02

Operating income 33,811 33,894 37,114 0
Operating expenses 24,681 27,117 29,073 (9)
Operating profit before tax 9,130 6,777 8,041 35

Net profit 7,326 5,529 6,296 33

KPI’s
Cost / income ratio (%) 6 72.7 79.5 77.3
Basic earnings per share (CHF) 7 6.56 4.57 4.97 44
Diluted earnings per share (CHF) 8 6.43 4.50 4.81 43

Return on shareholders’ equity (%) 9 20.9 13.9 14.8

Footnotes: 1 Operating expenses /operating income less credit loss expense or recovery.    2 Details of the EPS calculation can be found in Note 8 in the Financial Report 2003.    3 Net profit / aver-
age shareholders’ equity less dividends.    4 Excludes the amortization of goodwill and other intangible assets.    5 Details of significant financial events can be found on page 48 of this report.  
6 Operating expenses less the amortization of goodwill and other intangible assets and significant financial events /operating income less credit loss expense or recovery and significant financial
events.    7 Net profit less the amortization of goodwill and other intangible assets and significant financial events (after-tax) /weighted average shares outstanding.    8 Net profit for diluted EPS less
the amortization of goodwill and other intangible assets and significant financial events (after-tax) /weighted average shares outstanding for diluted EPS.    9 Net profit less the amortization of good-
will and other intangible assets and significant financial events (after-tax) / average shareholders’ equity less dividends.
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million in 2002. The result reflects lower interest mar-
gins on client savings and cash accounts, and declining
revenues from our diminishing recovery portfolio in
Switzerland, as well as lower interest revenue on mar-
gin loans in the US as we sold our Correspondent Ser-
vices Corporation (CSC) clearing business. These
effects were partially offset by higher mortgages and
saving accounts volumes in Switzerland.

Over the full year, net income from trading activities,
at CHF 10,810 million in 2003, was up 2% from CHF
10,605 million a year earlier. Equity trading income of
CHF 2,464 million was down 12% from CHF 2,794
million a year earlier. The drop reflected the weaken-
ing of most major currencies against the Swiss franc.
Excluding currency fluctuations, equity trading rev-
enues increased as the business benefited from
improved trading opportunities that followed the
strong market recovery. Fixed income trading revenue
was CHF 6,530 million in 2003, up 8% from CHF
6,041 million in the same period a year earlier. This
increase was due to better performances across our
businesses with very strong revenues in our Principal
Finance, Mortgage-backed Securities and Derivatives
businesses. However, results were also affected by the
US dollar’s decline against the Swiss franc and negative
revenues of CHF 678 million relating to Credit Default
Swaps (CDSs) hedging existing credit exposure in the
loan book. Over the full year, foreign exchange trading
revenues, at CHF 1,501 million, remained virtually
unchanged from CHF 1,500 million in 2002.

Net income from treasury activities, at CHF 1,415 mil-
lion in 2003, was down 15% from CHF 1,667 million
a year earlier. The drop mainly reflected lower income
from our invested equity as we continued to buy back
shares, as well as experiencing a further decline in
interest rates. The impact of falling interest rates was
partially offset by the diversification of our invested
equity into currencies other than Swiss francs.

In 2003, other net trading and interest income showed
negative revenues of CHF 1,120 million compared
to negative CHF 1,429 million a year earlier. The
improvement was mainly due to lower goodwill fund-
ing costs related to the writedown of the value of
the PaineWebber brand, and lower funding needs for
our private equity portfolio.

Total credit loss expense for UBS in 2003 amounted to
CHF 116 million, compared to CHF 206 million in
2002. The exceptionally strong result reflects the high

quality of our credit portfolio in Switzerland. In the
Investment Bank, a continued strong performance
was the result of minimal exposure to new defaults
plus more favorable outlooks for emerging market
economies.

At CHF 17,345 million, net fee and commission income
in 2003 was 5% lower than CHF 18,221 million in
2002. The drop was mainly due to the weakening
of the US dollar and other major currencies against the
Swiss franc. Excluding currency effects, net fee and
commission income actually increased, with a record
result in our underwriting activities. However, our
asset-based revenues suffered from the low market
levels in early 2003 and only started to recover in the
second half of the year. Further, our brokerage rev-
enues only started to rebound as the year progressed,
following the gradual rise in market activity levels. 

Other income was CHF 561 million in 2003 compared
with a loss of CHF 12 million a year earlier. The
increase was mainly due to a drop in private equity
impairment charges, as well as higher disposal gains
from our private equity investments. This was partially
offset by a reduction in divestment gains from other
financial investments as well as a CHF 66 million
decline in gains from disposals of associates and sub-
sidiaries (the two 2002 gains of CHF 72 million from
Klinik Hirslanden and CHF 155 million from
Hyposwiss less 2003’s CSC gain of CHF 161 million).
Other income was further impacted by the fall-off in
income from Klinik Hirslanden.

Operating expenses
Total operating expenses fell below their level in 2000.
In full-year 2003, they were CHF 25,624 million,
down 13% from CHF 29,577 million a year earlier.
The drop was influenced by the writedown of the
value of the PaineWebber brand in fourth quarter
2002, which resulted in an amortization expense of
CHF 1,234 million. Excluding the writedown, expens-
es declined 10% with drops recorded in all categories
of costs. General and administrative expenses fell
14%, reflecting our continuous cost-cutting initiatives,
whereas personnel expenses dropped by 7%. Overall,
the decline in expenses was helped by the weakening
of the US dollar against the Swiss franc and last year’s
sale of Klinik Hirslanden.

Personnel expenses dropped by 7% to CHF 17,231
million in 2003 from CHF 18,524 million in 2002.
The drop was mainly due to the weakening of the US
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dollar against the Swiss franc. Salary expenses fell due
to the 5% reduction in headcount over the period. The
drop was further accentuated by lower contractor
expenses and retention payments. This was partially
offset by higher performance-related compensation
expenses that increased in line with our improving
revenue, as well as slightly higher contributions to
retirement plans. Over the full year, approximately
44% of this year’s personnel expense was paid as
bonus or other variable compensation, up from 42%
in 2002. Average variable compensation per head in
2003 was 3% higher than in 2002.

In full-year 2003, general and administrative expenses,
at CHF 6,086 million, were down 14% from CHF
7,072 million a year earlier. Strict cost control in all
our businesses led to a drop in nearly all cost cate-
gories. The biggest declines were in overall provisions,
with major decreases in legal and security provisions
(2002 included the charge of CHF 111 million (USD
80 million) related to the US equity research settle-
ment). Administration, IT and telecommunication
expenses saw significant drops from our continued
cost-saving initiatives, partially offset by slightly higher
rent and maintenance expenses as well as professional
fees, the latter due to higher project-related costs.

At CHF 1,521 million in 2002, depreciation fell 10%
to CHF 1,364 million in 2003, mainly due to lower 
IT-related charges, as well as the weakening of the US
dollar against the Swiss franc.

Amortization of goodwill and other intangible assets
decreased from CHF 2,460 million in 2002 to CHF
943 million in 2003. The main reason for the drop
was because, in 2002, we wrote down the value of the
PaineWebber brand name. Excluding that charge, the
drop would have been 23%, reflecting the full amorti-
zation of some businesses, as well as the strengthening
of the Swiss franc against the US dollar.

We incurred a tax expense of CHF 1,618 million in
2003, up from CHF 678 million in 2002. This corre-
sponds to an effective tax rate of 19.4% in 2003.
Excluding the effect of the sale of Correspondent Ser-
vices Corporation (sold in second quarter 2003), our

effective tax rate for the full year is 17.8%, compared
to 2002’s full-year rate of 16.5% (before significant
financial events). The particularly low 2002 rate was
driven by lower progressive tax rates in Switzerland,
the ability to benefit from tax losses in the US and UK
and a high proportion of earnings generated in lower
tax jurisdictions. The 2003 tax rate was positively
influenced by a continued favorable regional profit
mix and the successful conclusion of tax audits. We
believe that an underlying tax rate of around 19-20%
(before significant financial events) continues to be a
reasonable indicator for 2004.

Headcount
Headcount, at 65,929 on 31 December 2003, was 5%
lower than a year ago. While we have been able to
avoid major job cut programs in the last three years,
we have closely monitored our cost structure and
staffing needs. We have not needed to maintain all our
capacity during the recent market downturn and we
have continued to improve efficiency and productivity.
Therefore, we have gradually reduced headcount
across the firm while, at the same time, expanding our
capabilities in areas with positive growth potential.

Dividend
The Board of Directors will recommend at the Annual
General Meeting on 15 April 2004 that UBS should
pay a dividend of CHF 2.60 per share for the 2003
financial year, an increase of 30% or CHF 0.60 from
the CHF 2.00 dividend paid at the same time a year
earlier for the 2002 financial year.

Balance sheet
Total assets, at CHF 1,386 billion on 31 December
2003, increased by 17% from CHF 1,181 billion
on 31 December 2002. The increase was mainly due
to higher trading activities, partially offset by the 10%
weakening of the US dollar against the Swiss franc.
Total liabilities increased to CHF 1,346 billion on
31 December 2003, up 18% from CHF 1,139 billion
a year earlier.
Shareholders’ equity decreased by CHF 3.5 billion, or
9%, between 2003 and 2002, due to the dividend pay-
ment and our continuous share buyback programs off-
setting retention of our 2003 net profit.
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Business Group Results in 2003

Wealth Management & Business Banking

Wealth Management
Full-year 2003 pre-tax profit, at CHF 2,609 million,
increased 4% from 2002 on the financial market
recovery in the second half of the year. 
Operating income in 2003 was CHF 6,793 million,
up 2% from CHF 6,664 million in 2002. Recurring
income decreased 2% on declining asset-based
revenues, reflecting the lower average asset base early
in 2003. Non-recurring income increased 11%.
At CHF 4,184 million, full-year operating expenses for
2003 were up 1% from CHF 4,151 million a year ear-
lier, reflecting our investments in the European wealth
management business and higher personnel expenses.
Personnel expenses rose 4% in 2003 compared to a
year earlier, mainly due to higher severance payments,
as well as slightly higher performance-related compen-
sation. General and administrative expenses in 2003
were almost unchanged from 2002, as our ongoing
tight management of costs more than offset the invest-
ments in our European wealth management business.
The cost / income ratio remained unchanged at 62%.
In full-year 2003, net new money inflows totaled CHF
29.7 billion, up 68% from CHF 17.7 billion in 2002.
The excellent performance was due to strong inflows
into our European wealth management business, as
well as significant inflows from clients in Asia and
Eastern Europe.

Our European wealth management business continued
to make significant progress. After three years of
intense effort, the total level of invested assets in Ger-
many, France, UK, Spain and Italy was CHF 46 billion.

Business Banking Switzerland
Full-year pre-tax profit in 2003 was a record CHF
2,153 million, up 9% from 2002. The result was
achieved despite slightly lower revenues in market con-
ditions that were difficult at the outset of the year but
improved steadily thereafter. 
Full-year total operating income was CHF 5,128 mil-
lion, down slightly from 2002’s level of CHF 5,208
million. Interest income declined due to continued
pressure on the margins of liability products and the
decrease in the recovery portfolio. Trading and fee
income also declined, reflecting the difficult market
environment at the beginning of the year. These devel-
opments were mostly offset by lower credit loss
expenses reflecting the deferred benefit of the structur-
al improvement in our loan portfolio in recent years. 
We continued to control our costs tightly. Full-year
2003 operating expenses were CHF 2,975 million,
down 8% from CHF 3,241 million in 2002. They
were at their lowest level since 1999. In 2003, person-
nel expenses, general and administrative expenses and
depreciation all reached their lowest levels since 1999.
Business Banking Switzerland’s loan portfolio was
CHF 139 billion on 31 December 2003, unchanged

Business Group Key Figures  

Wealth Management
& Business Banking Global Asset Management Investment Bank

CHF million For the year ended 31.12.03 31.12.02 31.12.03 31.12.02 31.12.03 31.12.02

Income 12,052 12,184 1,737 1,655 14,120 12,498
Credit loss (expense) / recovery 1 (131) (312) 0 0 (139) (128)

Total operating income 11,921 11,872 1,737 1,655 13,981 12,370

Personnel expenses 4,584 4,596 816 774 7,357 7,878
General and administrative expenses 2,116 2,251 407 447 2,130 2,378
Depreciation 384 448 29 29 327 382
Amortization of goodwill and other intangible assets 75 97 153 186 278 364

Total operating expenses 7,159 7,392 1,405 1,436 10,092 11,002

Business Group performance before tax 
excluding significant financial events 4,762 4,480 332 219 3,889 1,368
Significant financial events 0 0 0 0 0 0
Tax expense

Net profit before minority interests
Minority interests

Net profit
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from a year earlier, as an increase in volumes of private
client mortgages was offset by declining volumes in the
corporate clients area and a further reduction in the
recovery portfolio to CHF 6.4 billion on 31 December
2003 from CHF 8.6 billion a year earlier. This positive
development was also reflected in the key credit quali-
ty ratios: the non-performing loan ratio improved to
3.2% from 3.6%, while the ratio of impaired loans to
gross loans was 4.6% compared to 6.0% in 2002. 

Global Asset Management

Global Asset Management reported a pre-tax profit of
CHF 332 million in 2003, an increase of 52% from
2002’s pre-tax profit of CHF 219 million. 
In full-year 2003, operating income was CHF 1,737
million, up 5% from CHF 1,655 million, reflecting the
recovery in equity market valuations in the second half
of 2003, coupled with strong inflows into alternative
investments, equities and fixed income mandates,
resulting in higher invested asset levels and consequent-
ly higher asset-based revenues. Performance-related
fees, especially in the alternative and quantitative busi-
ness, showed significant improvement over 2002. 
Ongoing cost control initiatives that systematically
reduced operating expenses contributed significantly to
improved profitability. General and administrative
expenses decreased due to lower IT and premises costs.

For full-year 2003, net new money inflows in the institu-
tional business stood at CHF 12.7 billion, improving sig-
nificantly from the outflow of CHF 1.4 billion recorded
in 2002. The wholesale intermediary fund business
reported a net new money outflow of CHF 5.0 billion in
2003 compared with an outflow of CHF 6.3 billion in
2002. The net outflow in 2003 was entirely attributable
to outflows in money market funds related to the launch
of UBS Bank USA, a new unit of the Wealth Manage-
ment USA business. Before the bank’s launch in third
quarter 2003, private-client cash balances in the US were
swept into money market funds. Now they are redirect-
ed automatically into FDIC-insured deposit accounts.

Investment Bank

Investment Banking & Securities
Pre-tax profit was CHF 4,078 million in full-year 2003,
up 30% from a year earlier. This result was achieved
despite the weakening of the US dollar against the Swiss
franc and reflects strong performances in all our busi-
nesses. 
Full-year 2003 revenues were up 1% from CHF 14,100
million a year earlier. Investment Banking revenues
dropped 11% from CHF 1,915 million a year earlier.
Excluding the currency impact, revenues actually rose,
reflecting our increased share of the investment banking
fee pool. Equities revenues in full-year 2003 fell 13%

Wealth Management USA Corporate Center UBS

31.12.03 31.12.02 31.12.03 31.12.02 31.12.03 31.12.02

5,029 5,561 989 2,202 33,927 34,100
(8) (13) 162 247 (116) (206)

5,021 5,548 1,151 2,449 33,811 33,894

3,712 4,245 762 1,031 17,231 18,524
988 1,263 445 733 6,086 7,072
151 149 473 513 1,364 1,521
336 457 101 122 943 1,226

5,187 6,114 1,781 2,399 25,624 28,343

(166) (566) (630) 50 8,187 5,551
161 (1,234) 0 227 161 (1,007)

1,618 678

6,730 3,866
(345) (331)

6,385 3,535

Note: 1 In management accounts, statistically derived
actuarial expected loss adjusted by deferred releases
rather than the net actual credit loss is reported for each
Business Group. The breakdown by Business Group of
the net credit loss expense for financial reporting
purposes of CHF 116 million expense for the year ended
31 December 2003 (CHF 206 million expense for the year
ended 31 December 2002) is as follows: Wealth Manage-
ment&Business Banking CHF 75 million expense (CHF 238
million expense), Investment Bank CHF 40 million expense
(CHF 35 million recovery), Wealth Management USA CHF
3 million expense (CHF 15 million expense) and Corporate
Center CHF 2 million recovery (CHF 12 million recovery).
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reflecting negative currency impacts, despite strong
performances in the equity finance, proprietary 
and primary businesses. The Fixed Income, Rates and
Currencies business posted a record result. Revenues
were up 16% from CHF 6,560 million a year earlier.
Revenues increased in all businesses, but the gains were
particularly strong in Fixed Income, Principal Finance,
Mortgaged-Backed Securities and Foreign Exchange.
Total operating expenses dropped 8% to CHF 9,980
million in 2003, mainly reflecting the weakening of the
US dollar against the Swiss franc, although our contin-
ued tight management of costs helped. Personnel
expenses in 2003 fell 6% from 2002. Excluding curren-
cy fluctuations, personnel expenses rose, reflecting high-
er performance-related compensation, which increased
along with revenues, and higher severance expenses.
Our cost / income ratio fell to 70% in 2003 from 77%
a year earlier. Excluding goodwill amortization, it
decreased to 68% in 2003 from 74% in 2002. The
drop reflects the slight increase in revenues, driven by
our Fixed Income, Rates and Currencies business, set
against the drop in operating expenses, which reflected
our disciplined cost control.
Our compensation ratio in 2003 was 51%, down from
55% in 2002. The payout levels of annual performance-
related payments are driven by the revenue mix across
business areas and are managed in line with market levels.

Private Equity

In full-year 2003, Private Equity posted a pre-tax loss
of CHF 189 million – a marked improvement on the
pre-tax loss of CHF 1,761 million in 2002, reflecting
lower levels of writedowns and a number of successful
exits in 2003. Writedowns in 2003 totaled CHF 353
million, compared to CHF 1.7 billion in 2002.

Wealth Management USA

Including acquisition costs (goodwill amortization, net
goodwill funding and retention payments), Wealth
Management USA reported a pre-tax loss of CHF 5
million in 2003 compared to a loss of CHF 1,800 mil-
lion a year earlier. Total operating income was CHF
5,182 million compared to CHF 5,548 million in
2002. Total operating expenses decreased 29% to
CHF 5,187 million in 2003 from CHF 7,348 million
in 2002. 
Both 2002 and 2003 results included the significant
financial events highlighted at the beginning of this
section. After their exclusion and before acquisition
costs, profit was CHF 664 million in 2003, up from
CHF 632 million in 2002. On the same basis and in
US dollar terms, profit in 2003 was 21% higher than
in 2002. This represents the best result since
PaineWebber became part of UBS, reflecting strong
recurring fee gains and improved transactional rev-
enues. Client activity increased, with daily average
trades rising 3% above their 2002 level. In addition,
conditions in the municipal securities market remained
extremely buoyant, with new issues hitting an all-time
high this year. 
At the same time, we continued to benefit from cost-
saving initiatives started when PaineWebber became
a part of UBS. Accordingly, the cost / income ratio
dropped to 100% in 2003 from 132% in 2002.
Before acquisition costs and significant financial
events it was 87% for full-year 2003, compared to
89% in 2002.
The Wealth Management USA business was well
positioned to benefit from the improvement in investor
sentiment and market conditions in 2003. Net new
money inflows of CHF 21.1 billion over the year
reflected the strong appeal of our advice and services. 
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Publications

This Annual Review is available in English, German, French,
Italian, Spanish and Japanese. (SAP no. 80530-0401).

Handbook 2003/2004: Our Handbook 2003 /2004 contains
a detailed description of UBS, our strategy, organization, and
businesses, as well as our financial management including
credit, market and operational risk, our treasury processes,
and details of our corporate governance. It is available in
English and German. (SAP no. 80532-0401).

Financial Report 2003: Our Financial Report 2003 contains
our audited Financial Statements for the year 2003 and
related detailed analysis. It is available in English and German.
(SAP no. 80531-0401).

Quarterly reports: We provide detailed quarterly financial
reporting and analysis, including comment on the progress of
our businesses and key strategic initiatives. These quarterly
reports are available in English.

How to order reports: Each of these reports is available on
the internet at: www.ubs.com/investors, in the “Financials”
section. Alternatively, printed copies can be ordered, quoting
the SAP number and the language preference where applicable,
from UBS AG, Information Center, P.O. Box, CH-8098 Zurich,
Switzerland.

Information tools for investors

Website: Our Investors and Analysts website at www.ubs.com/
investors offers a wide range of information about UBS,
including financial information (including SEC filings), cor-
porate information, share price graphs and data, an event
calendar, dividend information and recent presentations given
by senior management to investors at external conferences.
Our internet-based information is available in English and
German, with some sections also in French and Italian.

Messenger service: On the Investors and Analysts website,
you can register to receive news alerts about UBS via Short
Messaging System (SMS) or e-mail. Messages are sent in
either English or German and users are able to state their
preferences for the topics of the alerts received.

Results presentations: Senior management present UBS’s
results every quarter. These presentations are broadcast live
over the internet, and can be downloaded on demand. The
most recent results webcasts can be found in the “Financials”
section of our Investors and Analysts website.

UBS and the environment: The Handbook 2003 /2004
contains a summary of UBS environmental policies as part of
the Corporate Responsibility section. More detailed informa-
tion is available at: www.ubs.com/environment

Form 20-F and other submissions to the US 
Securities and Exchange Commission

We file periodic reports and submit other information about
UBS to the US Securities and Exchange Commission (SEC).
Principal among these filings is the Form 20-F, our Annual
Report filed pursuant to the US Securities Exchange Act of
1934.

Our Form 20-F filing is structured as a “wrap-around”
document. Most sections of the filing are satisfied by refer-
ring to parts of this Handbook 2003 /2004 or to parts of
the Financial Report 2003. However, there is a small amount
of additional information in the Form 20-F which is not
presented elsewhere, and is particularly targeted at readers
in the US. You are encouraged to refer to this additional
disclosure.

You may read and copy any document that we file with
the SEC on the SEC’s website, www.sec.gov, or at the SEC’s
public reference room at 450 Fifth Street NW, Washington,
DC, 20549. Please call the SEC at 1-800-SEC-0330 (in the US)
or at +1-202-942 8088 (outside the US) for further informa-
tion on the operation of its public reference room. You may
also inspect our SEC reports and other information at the
New York Stock Exchange, Inc., 20 Broad Street, New York,
NY 10005. Much of this additional information may also
be found on the UBS website at www.ubs.com/investors, and
copies of documents filed with the SEC may be obtained
from UBS’s Investor Relations team, at the addresses shown
on page 58.

Sources of Information about UBS

Corporate information

The legal and commercial name of the company is UBS AG. The company
was formed on 29 June 1998, when Union Bank of Switzerland (founded
1862) and Swiss Bank Corporation (founded 1872) merged to form UBS.
UBS AG is incorporated and domiciled in Switzerland and operates under
Swiss Company Law and Swiss Federal Banking Law as an Aktiengesell-
schaft, a corporation that has issued shares of common stock to investors.

The addresses and telephone numbers of our two registered offices are:
Bahnhofstrasse 45, CH-8098 Zurich, Switzerland, Phone +41-1-234 11 11; and
Aeschenvorstadt 1, CH-4051 Basel, Switzerland, Phone +41-61-288 20 20. 
UBS AG shares are listed on the SWX Swiss Exchange (traded through its
trading platform virt-x), on the New York Stock Exchange and on the
Tokyo Stock Exchange.
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Investor Relations
Our Investor Relations team supports
institutional, professional 
and retail investors from offices in
Zurich and New York.

www.ubs.com/investors

Zurich
Hotline +41-1-234 41 00 UBS AG
Christian Gruetter +41-1-234 43 60 Investor Relations 
Cate Lybrook +41-1-234 22 81 P.O. Box
Oliver Lee +41-1-234 27 33 CH-8098 Zurich, Switzerland
Fax +41-1-234 34 15

New York
Hotline +1-212-713 3641 UBS Americas Inc.
Christopher McNamee +1-212-713 3091 Investor Relations
Fax +1-212-713 1381 135 W. 50th Street, 10th Floor

New York, NY 10020, USA

sh-investorrelations@ubs.com

Group Media Relations
Our Media Relations team supports
global media and journalists from
offices in Zurich, London, New York
and Hong Kong.

www.ubs.com/media

Zurich +41-1-234 85 00 sh-gpr@ubs.com
London +44-20-7567 4714 ubs-media-relations@ubs.com
New York +1-212-713 8391 mediarelations-ny@ubs.com
Hong Kong +852-2971 8200 sh-mediarelations-ap@ubs.com

US Transfer Agent
For all Global Registered Share- 
related queries in the USA.

www.melloninvestor.com

calls from the US +1-866-541 9689 Mellon Investor Services
calls outside the US +1-201-329 8451 Overpeck Centre
Fax +1-201-296 4801 85 Challenger Road 

Ridgefield Park, NJ 07660, USA

shrrelations@melloninvestor.com

Switchboards 
For all general queries.

Zurich +41-1-234 11 11
London +44-20-7568 0000
New York +1-212-821 3000
Hong Kong +852-2971 8888

Shareholder Services
UBS Shareholder Services, a unit of
the Company Secretary, is responsible
for the registration of the Global Reg-
istered Shares.

Hotline +41-1-235 62 02 UBS AG
Fax +41-1-235 31 54 Shareholder Services

P.O. Box
CH-8098 Zurich, Switzerland

sh-shareholder-services@ubs.com

Contacts



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, such as the
implementation of the European wealth management strategy,
expansion of our corporate finance presence in the US and world-
wide, and other statements relating to our future business develop-
ment 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 expecta-
tions. These factors include, but are not limited to, (1) general
market, macro-economic, governmental and regulatory trends,
(2) movements in local and international securities markets,
currency exchange rates and interest rates, (3) competitive pres-
sures, (4) technological developments, (5) changes in the financial
position or credit-worthiness of our customers, obligors and
counterparties and developments in the markets in which they
operate, (6) legislative developments, (7) management changes
and changes to our business group structure in 2001, 2002 and
2003 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 else-
where 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 2003. UBS
is not under any obligation to (and expressly disclaims any such
obligations to) update or alter its forward-looking statements
whether as a result of new information, future events, or otherwise.
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