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5 February 2013

Dear Shareholders,

2012 was another challenging year for the banking industry as
the weak and volatile macroeconomic environment and geopo-
litical risks impacted client confidence and regulatory pressure
continued. Our employees rose to meet these challenges and
maintained their focus on and commitment to our clients, whose
best interests we continue to place at the center of everything
we do. During the fourth quarter, we made substantial progress
towards achieving our strategic objectives, including building
our capital ratios and reducing risk-weighted assets. We made
solid progress in many areas of the business and continued to
address the challenges of the past. We also continued to demon-
strate what can be achieved through hard work, innovative
thinking and the execution of a forward-looking strategy that
will allow us to unlock the full potential of our franchise.

In 2012, we made progress in addressing past challenges. Fol-
lowing thorough internal and external investigations into the
LIBOR matter, we reached settlements with a number of regula-
tors totaling approximately CHF 1.4 billion. We deeply regret
that certain individuals within UBS were involved with the ma-
nipulation of LIBOR rates. Their actions were wholly unaccept-
able and underline why no amount of profit is worth more than
the reputation of the bank. We have taken further action and
strengthened our control processes and procedures to ensure
our high standards are maintained.

We firmly believe that capital strength is the foundation of our
success. It allows us the flexibility to execute our strategy and it
reinforces client confidence while allowing us to address the
challenges of the past. As a sign of that strength and of our con-
tinued confidence in the firm’s future, we are recommending a
50% increase in our dividend for shareholders for the year to
CHF 0.15 per share.

As a Swiss bank, UBS is subject to the most stringent regulatory
requirements in the world. In 2012, we exceeded the capital tar-
gets we set ourselves for the year and enhanced our position as
one of the world’s best capitalized banks. On a fully applied ba-
sis, our Basel Il common equity tier 1 capital ratio’ rose by over
3 percentage points to 9.8%, meaning we have almost reached
our regulator’s 2019 minimum 10% requirement. Our Basel Il
phase-in common equity tier 1 capital ratio' increased by 4.6
percentage points to finish the year at 15.3%. We achieved
these increases primarily through reductions in risk-weighted as-
sets, with total reductions of over CHF 120 billion for the year.
We also made good progress in relation to our balance sheet,
which was reduced by CHF 158 billion over the year. Our Basel Il
funding and liquidity ratios remain above our regulator’s 100%
requirements and place us ahead of our peers. On costs, we ex-
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perienced higher than expected legal costs and adverse foreign
exchange movements, but our underlying progress on cost re-
duction is on track.

This strong financial position has enabled us to adapt success-
fully to the new operating environment and in 2012 our clients
also recognized these achievements. Throughout the year we
have focused on bringing our best ideas and advice and our
global execution capabilities to our clients across the Group and
they have rewarded us for it. We saw approximately CHF 47 bil-
lion of net new money inflows into our wealth management
businesses. We also attracted CHF 14 billion of deposits in Swit-
zerland, including the highest net new client assets for retail cli-
ents in Switzerland for over 10 years. Net new business volumes
in Retail & Corporate were also very strong at almost 5% as we
regained market share, especially in the Corporate and Institu-
tional space.

In October, we announced our intention to accelerate the imple-
mentation of our strategy. The bank remains centered on wealth
management and our universal banking activities in Switzerland,
complemented by our Global Asset Management business and
our Investment Bank. However, we have increased our pace of
execution in two key areas: we are more rapidly and substan-
tially reducing risk, complexity and the balance sheet in relation
to Investment Bank activities, and we are taking decisive action
to drive CHF 3.4 billion of incremental cost efficiencies across the
Group.

As of the beginning of 2013, our Investment Bank has been
fully adapted to Basel Ill, operating with risk-weighted assets of
CHF 64 billion, below the CHF 70 billion target we set for the
business for 2013. The business is now focused on its traditional
strengths in advisory, research, equities, foreign exchange and
precious metals and on delivering best-in-class expertise, solu-
tions-led advisory, thought leadership and global execution ca-
pabilities to our clients even more efficiently and effectively. In
order to create this new model, we are exiting business lines
which are capital and balance sheet intensive and areas with
high complexity and tail risks. The changes we have instituted
have been well received by clients, shareholders and bondhold-
ers. Our wealth management clients continue to recognize the
value of the services and execution capabilities provided by our
Investment Bank and many of our corporate and institutional
clients have signaled their approval and rewarded us for our
long-term commitment to them.

Overall, these changes are making UBS even more stable and
capable of delivering improved performance. They allow us to
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place even greater emphasis on the needs of our clients and
make us better able to reward our shareholders with attractive
and sustainable returns. For the Group, we are targeting a return
on equity of at least 15% by 2015. Capital returns are a corner-
stone of our strategy and we are committed to a total payout
ratio of over 50% once we achieve our capital targets.

Looking at the fourth quarter, client activity levels were mixed,
with the looming US fiscal cliff in particular leading to muted
activity levels. In line with the announcement we made in De-
cember, we report a net loss attributable to UBS shareholders of
CHF 1,890 million for the fourth quarter, and a pre-tax loss of
CHF 1,823 million. This reflects provisions for litigation, regula-
tory and similar matters, including the settlements we reached in
relation to LIBOR.

Our Wealth Management business recorded a pre-tax profit of
CHF 398 million. Revenues were affected by lower interest in-
come due to continued deposit margin pressure with rates near
all-time lows. After higher client activity levels in the third quar-
ter, transaction-based revenues fell as many clients adopted a
cautious approach. The business recorded an increase in its ex-
penses and invested asset base. Together, all these factors im-
pacted its performance against targets. Nevertheless, Wealth
Management continued to attract net new money with inflows
totaling CHF 2.4 billion. Increased outflows from countries
neighboring Switzerland were more than offset by the healthy
inflows we saw from Asia Pacific, emerging markets and ultra
high net worth clients globally.

Wealth Management Americas delivered another strong per-
formance with a pre-tax profit of USD 216 million and strong net
new money inflows of USD 8.8 billion, the highest fourth quar-
ter inflows since 2007. Revenues in the quarter rose primarily on
increased recurring fees on higher invested assets, but additional
litigation provisions meant the overall pre-tax result showed a
moderate downtick from last quarter’s record result. The busi-
ness continued to perform well against its targets. Its cost/in-
come ratio and gross margin on invested assets both remained
within target ranges, while its annualized net new money
growth rate improved significantly and exceeded its target per-
formance range.

Our Retail & Corporate business delivered another resilient per-
formance with a pre-tax profit of CHF 361 million and continued
strong net new business volume growth. Revenues rose slightly
on higher net interest income and increased net fee and com-
mission income reflecting increased corporate finance activity
during the quarter. Expenses also increased. The business re-
mained above its target range for net new business volume
growth and within its target performance ranges for its

cost/income ratio and net interest margin. In November, UBS
was named Banker Magazine’s “Bank of the Year 2012 Switzer-
land,” the latest in a series of prestigious awards we received
throughout the year and further recognition of our success as
we consolidate and expand our position as the leading universal
bank in Switzerland.

Our Global Asset Management business continued to deliver
in what was a challenging year for the asset management indus-
try as a whole. In the fourth quarter, it recorded an increased
pre-tax profit of CHF 149 million. The result reflected higher net
management fees, especially in global real estate, and higher
performance fees, mainly in its O’Connor single-manager funds
in alternative and quantitative investments and in its global real
estate business. The division achieved this improved result de-
spite restructuring charges of CHF 15 million. Net new money
outflows this quarter caused the business to remain outside its
net new money growth target range. However, we are pleased
to report the business recorded improvements to its gross mar-
gin and cost/income ratio in the fourth quarter and both are
within the targeted performance ranges.

For the fourth quarter, the Investment Bank recorded a pre-tax
loss of CHF 557 million. Our actions to accelerate the implemen-
tation of our Investment Bank strategy led to lower revenues,
particularly in fixed income, currencies and commodities, as we
downsized and prepared to exit a number of businesses. While
our cash equities business recorded a slight increase in revenues,
the overall equities performance was affected by trading losses
in derivatives. However, many other core businesses reported
increased revenues. In foreign exchange, revenues increased due
to improved performance in precious metals, and we continued
to execute well for our clients and to benefit from our invest-
ments in our electronic trading platforms. Investment banking
also performed well, with advisory revenues up by 8% and capi-
tal markets revenues up by 14%.

We took the result of the Compensation Report vote at our 2012
AGM very seriously and initiated in-depth discussions with our
shareholders to better understand their views. To ensure our
continued success, we must continue to attract, retain and mo-
tivate the best people while ensuring we align pay with long-
term sustainable performance. We have therefore implemented
changes for 2012 that reconcile the needs of the firm, its busi-
nesses and our shareholders. These changes strengthen the link
to medium- and longer-term performance and also provide our
employees the opportunity to benefit from improved longer-
term sustainable performance. The changes include multi-year
performance conditions, which incentivize a stronger focus on
results and our value proposition. Overall vesting periods have
been lengthened including those for the Equity Ownership Plan.
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We will also introduce a new plan, the Deferred Contingent
Capital Plan, which has many of the features of the loss-absorb-
ing capital we offer to investors and a “high trigger” capital ratio
threshold. Effectively this means employees would forfeit de-
ferred compensation balances under this plan if a 7% Basel Il
common equity tier 1 ratio level is breached. Additionally, the
immediate one-year cash cap for individuals has been reduced
by half while the amount of shares a Group Executive Board
member is required to hold has been increased.

While we made significant progress in many areas throughout
2012, the bank’s performance reflects the effects of the chal-
lenging operating environment during the year, the costs in-
volved in reshaping the business and the actions we took to
address the challenges we faced. Consequently, the firm’s
performance award pool for 2012 is CHF 2.5 billion, 7% lower
than for the financial year 2011 and 42% lower than for the fi-
nancial year 2010. We believe the reduced award pool and the
significant adjustments to our compensation plans illustrate our
continued commitment to a “pay for performance” culture. The
changes we made will help reinforce the importance of account-
ability and enhance an incentive structure that provides a bal-
anced approach, rewarding employees who execute our strategy
successfully for the benefit of our shareholders.

Outlook - While progress was made on many issues during
2012, many of the underlying challenges remain at the start of
the new year. Failure to achieve further sustained and credible

improvements to the eurozone sovereign debt situation, Euro-
pean banking system issues, unresolved US fiscal issues, ongoing
geopolitical risks and the outlook for growth in the global econ-
omy would continue to exert a strong influence on client confi-
dence and, thus, activity levels in the first quarter of 2013. It
would make further improvements in prevailing market condi-
tions unlikely and would consequently generate headwinds for
revenue growth, net interest margins and net new money.
Nevertheless, and despite the lack of progress on certain bilat-
eral tax treaties, we remain confident that our asset-gathering
businesses as a whole will continue to attract net new money,
reflecting our clients’ steadfast trust in the firm. We are confi-
dent that the actions we have taken will ensure the firm’s long-
term success and will deliver sustainable returns for our share-
holders going forward.

Yours sincerely,

A= s

Axel A. Weber
Chairman of the
Board of Directors

Sergio P. Ermotti
Group Chief Executive Officer

1 The pro-forma Basel Ill information is not required to be presented because Basel Il requirements were not in effect on 31 December 2012. Such measures are non-GAAP financial
measures as defined by SEC regulations. We nevertheless include information on the basis of Basel Il requirements because they are effective as of 1 January 2013 and significantly
impact our RWA and eligible capital. The calculation of our pro-forma Basel Il RWA combines existing Basel 2.5 RWA, a revised treatment for low-rated securitization exposures that are
no longer deducted from capital but are risk-weighted at 1250%, and new model-based capital charges. Some of these new models require final regulatory approval and therefore our
pro-forma calculations include estimates (discussed with our primary regulator) of the effect of these new capital charges which will be refined as models and the associated systems are
enhanced.
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Our key figures for the fourth quarter of 2012

UBS share performance

Fourth quarter 2012 Since 2010
UBS share CHF DJ Banks Titans Index CHF 1.10.2012 - 31.12.2012 UBS share CHF DJ Banks Titans Index CHF 1.1.2010 - 31.12.2012
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October 2012 November 2012 December 2012 1Q10 2010 3010 4Q10  1Q11 2011 3011  4Q11  1Q12  2Q12 3012 4Q12
Group results
For the quarter ended Year ended
CHF million, except where indicated 31.12.12 30.9.12 31.12.11 31.12.12 31.12.11
Operating income 6,222 6,287 5,862 25,443 27,788
Operatlngexpense58044 ............... 8816 .............. 5381 .............. 27216 ............. 22482
Operatlngprofltbeforetax ........................................................... (1823)(2529) ................ o (1774) .............. 5307
o proflt L A RRAE (1890) [T (2 1 37) ................ B (25”) .............. 4138 .
Diluted earnings per share (CHF)' (0.50) (0.57) 0.08 (0.67) 1.08

1 Refer to “Note 9 Earnings per share (EPS) and shares outstanding” in the “Financial information” section of our fourth quarter 2012 report for more information.

Key performance indicators’, balance sheet and capital management, and additional information

For the quarter ended Year ended
In % 31.12.12 30.9.12 31.12.11 31.12.12 31.12.11
Performance
i eqLuty(RoE) .............................................................................................................................. (454 Sy =
A tang \bleequn .y.z ............................................................................................................................ e o
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et sgross ............................................................................................................................... g S
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As of

CHF million, except where indicated 31.12.12 30.9.12 31.12.11
Capital strength
BIStler1capltalratlo(%)5 ............................................................. Sy
e age g (.%.).6 ............................................................... by R Sy

Balance sheet and capital management

BIS tier 1 capital®

1 For the definitions of our key performance indicators, refer to the “Measurement of performance” section of our Annual Report 2011. 2 Net profit attributable to UBS shareholders on a year-to-date basis
before amortization and impairment of goodwill and intangible assets/average equity attributable to UBS shareholders less average goodwill and intangible assets on a year-to-date basis. 3 Based on Basel 2.5
risk-weighted assets for 2012. Based on Basel Il risk-weighted assets for 2011. 4 Not meaningful and not included if either the reporting period or the comparison period is a loss period. 5 Group net new
money includes net new money for Retail & Corporate and excludes interest and dividend income. 6 Capital management data is disclosed in accordance with the Basel 2.5 framework. Refer to the “Capital
management” section of our fourth quarter 2012 report for more information. 7 Refer to the “Capital management” section of our fourth quarter 2012 report for more information.
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Additional information (continued)

As of
CHF million, except where indicated 31.12.12 30.9.12 31.12.11
Invested assets (CHF billion)' 2,230 2,242 2,088
b (fullt o equwalents) ............................................................................... 62628 .................. 63745 .................. 64820 .
Market capitalization? 54,729 43,894 42,843

1 In the first quarter of 2012, we have refined our definition of invested assets. Refer to the “Recent developments and financial reporting structure changes” section of our first quarter 2012 report for more
information. Group invested assets includes invested assets for Retail & Corporate. 2 Refer to the appendix “UBS shares” of our fourth quarter 2012 report for more information.

Results by business division and Corporate Center

CHF million Total operating income Total operating expenses Operating profit before tax
For the quarter ended 31.12.12 30.9.12 % change 31.12.12 30.9.12 % change 31.12.12 30.9.12 % change
Wealth Management 1,748 (2) 1,350

Corporate Center (248) (740) (66) 724 (2,375) (998)
UBS 6,222 6,287 (1 (9) (1,823) (2,529)

Cautionary Statement Regarding Forward-Looking Statements | This document contains statements that constitute “forward-looking statements”,
including but not limited to management’s outlook for UBS’s financial performance and statements relating to the anticipated effect of transactions and
strategic initiatives on UBS’s business and future development. While these forward-looking statements represent UBS’s judgments and expectations con-
cerning the matters described, a number of risks, uncertainties and other important factors could cause actual developments and results to differ materially
from UBS's expectations. These factors include, but are not limited to: (1) the degree to which UBS is successful in effecting its announced strategic plans
and related organizational changes, in particular its plans to transform its Investment Bank, its efficiency initiatives and its planned reduction in Basel Il risk-
weighted assets, and whether in each case those plans and changes will, when implemented, have the effects intended; (2) developments in the markets in
which UBS operates or to which it is exposed, including movements in securities prices or liquidity, credit spreads, currency exchange rates and interest rates
and the effect of economic conditions and market developments on the financial position or creditworthiness of UBS's clients and counterparties; (3)
changes in the availability of capital and funding, including any changes in UBS’s credit spreads and ratings; (4) changes in financial legislation and regulation
in Switzerland, the US, the UK and other major financial centers which may impose constraints on or necessitate changes in the scope and location of UBS's
business activities and in its legal and booking structures, including the imposition of more stringent capital and liquidity requirements, incremental tax re-
quirements and constraints on remuneration; (5) changes in UBS's competitive position, including whether differences in regulatory capital and other re-
quirements among the major financial centers will adversely affect UBS's ability to compete in certain lines of business; (6) the liability to which UBS may be
exposed, or possible constraints or sanctions that regulatory authorities might impose on UBS, due to litigation, contractual claims and regulatory investiga-
tions, including those that may arise from the ongoing investigations relating to the setting of LIBOR and other reference rates, from market events and
losses incurred by clients and counterparties during the financial crisis of 2007 to 2009, and from the unauthorized trading incident announced in Septem-
ber 2011; (7) the effects on UBS’s cross-border banking business of tax treaties negotiated or under discussion between Switzerland and other countries and
future tax or regulatory developments; (8) UBS's ability to retain and attract the employees necessary to generate revenues and to manage, support and
control its businesses, which may be affected by competitive factors including compensation practices; (9) changes in accounting standards or policies, and
accounting determinations or interpretations affecting the recognition of gain or loss, the valuation of goodwill and other matters; (10) limitations on the
effectiveness of UBS's internal processes for risk management, risk control, measurement and modeling, and of financial models generally; (11) whether UBS
will be successful in keeping pace with competitors in updating its technology, particularly in trading businesses; (12) the occurrence of operational failures,
such as fraud, unauthorized trading and systems failures; and (13) the effect that these or other factors or unanticipated events may have on our reputation
and the additional consequences that this may have on our business and performance. Our business and financial performance could be affected by other
factors identified in our past and future filings and reports, including those filed with the SEC. More detailed information about those factors is set forth 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 2011.
UBS is not under any obligation to (and expressly disclaims any obligation to) update or alter its forward-looking statements, whether as a result of new
information, future events, or otherwise.

Rounding | Numbers presented throughout this report may not add up precisely to the totals provided in the tables and text. Percentages and percent
changes are calculated based on rounded figures displayed in the tables and text and may not precisely reflect the percentages and percent changes that
would be derived based on figures that are not rounded.





