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Summary

UBS supports the Federal Council's objective of learning the lessons from the Credit Suisse crisis and
strengthening the regulatory framework with targeted, proportionate and internationally aligned
measures. However, the currently proposed capital measures do not meet these criteria. They would put
UBS at a significant disadvantage in an international comparison, weaken the Swiss economy and the
financial center, and take insufficient account of the lessons learned from the Credit Suisse crisis.

UBS Statement on the Proposed Adjustments to the TBTF Framework

e Switzerland already has one of the toughest, if not the strictest, regulatory capital regimes in the
world.

e UBS supports the strengthening of financial stability in principle, provided that implementation is
targeted, proportionate and internationally aligned.

e Contrary to the statements of the authorities, there is no overall package. The Federal Council has
not sufficiently taken into account the concerns of the experts it has commissioned itself, has not
prepared a cost-benefit analysis (including in the submission of 26 September 2025) and has not duly
examined alternatives.

e UBS objects to the extreme capital measures because they are neither proportionate nor
internationally aligned and do not adequately take into account the lessons of the Credit Suisse crisis,
including the role of the substantial capital relief that had been granted over many years.

e As aresult of the Credit Suisse takeover initiated by the authorities and the proposed adjustments,
UBS would have to hold around USD 42 billion of additional capital, which would make the de facto
minimum capital requirement around 50% higher than in the EU, UK and USA.

e The costs of the far-reaching measures would significantly weaken UBS's competitiveness nationally
and internationally and would impose considerable additional costs on the Swiss economy in an
already difficult environment.

« There are other, internationally established regulations that would have at least equivalent effect,
strengthen resilience in the long term and would not incur disproportionate costs for UBS and the
economy.

UBS statement on the draft regulations of 6 June 2025

e UBS objects to the disproportionate proposals regarding the treatment of software and deferred tax
assets. They would destroy around USD 11 billion of capital at the group level (about 15% of the total
capital) without sufficient justification.

e Thereis a lack of an in-depth regulatory impact assessment. In addition, the estimated cost of capital
is presented in the separate study in a way that is out of touch with reality. In contrast to the
theoretically derived costs of 3.2%, independent analysts have estimated the cost of capital at around
10% for many years.

e The Federal Council's declared goal is to strengthen the resilience of the parent bank; however, the
amendments to the ordinance would primarily lead to the group's effective capital being significantly
understated. The proposals cannot be justified by the lessons of the Credit Suisse crisis and would
have significant negative consequences.

e The Federal Council's proposal to strengthen Additional Tier 1 capital (AT1) is not targeted and has
not been internationally aligned.

e Contrary to established practice, the consultation draft does not contain any transitional periods for
the far-reaching changes. The Federal Council should also provide for a corresponding transitional
regulation for these changes.

UBS is committed to strong and consistently implemented regulation, based on a balanced, internationally
aligned package of measures that further strengthens financial stability without placing a disproportionate
burden on the Swiss financial center and our economy and punishing UBS for the mistakes that led to the
collapse of Credit Suisse. As a result, UBS objects to a full deduction of software and deferred tax assets
from Common Equity Tier 1 (CET1) capital, the proposed tightening of the regulatory valuation
adjustments (PVA) and the requirements for AT1 instruments.
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1. Introductory remarks and context

e In March 2023, the Federal Council decided to give preference to UBS's emergency takeover of
Credit Suisse over a restructuring because it meant that the damage for all parties involved could
be minimized.

e Switzerland's regulatory capital regime, to which UBS is also subject, was strong and credible
enough at the time that, together with UBS's profitable business model, investor confidence was
restored within a few days.

e Expert reports (e.g. Financial Stability Board', FINMA)? have confirmed that Credit Suisse could
have been wound up in March 2023 — albeit with higher losses for Credit Suisse shareholders
and bondholders and with greater risk.

e Based on the numerous discussions with the authorities, the UBS Board of Directors approved
the emergency takeover in the clear understanding that UBS would not be effectively punished
with unreasonable regulatory demands and that UBS shareholders, who will have to bear the
costs of stabilizing and integrating Credit Suisse anyway, will not suffer any further massive asset
losses.

e UBS is one of the world's best-capitalized banks and, unlike Credit Suisse, operates an
internationally recognized, successful and sustainable business model. This is reflected in UBS's
ratings and provides the basis for UBS having one of the lowest financing costs of any global
systemically important bank.

Two and a half years ago, UBS was asked by the Federal Council to review the emergency takeover of
Credit Suisse in a few days. After days of intensive cooperation between the Swiss authorities, Credit
Suisse and UBS, a solution was announced on 19 March 2023 with the emergency takeover, which, in
the opinion of all parties involved, represented the best solution in the crisis situation at the time.

Credit Suisse failed due to a lack of a sustainable strategy, an inadequate culture, poor risk
management and weak governance. Although the Board of Directors and Executive Board repeatedly
announced a strategic realignment over many years, this was never consistently implemented. In addition,
scandals such as Archegos or Greensill significantly weakened the bank. Weaknesses in risk management
and culture became increasingly apparent. The accumulation of changes in key positions since 2015
(including three chairmen of the board of directors, three chief executive officers, three chief risk officers,
four chief compliance officers) has also led to doubts about the corporate culture.

By 2020 at the latest, market participants realized that Credit Suisse had significant problems
and could not get them under control. This was reflected both in the significant increase in risk premiums
and in the development of the share price in relation to competitors. Despite this realization, the bank
failed to initiate a restructuring in time. In addition, the authorities failed to put pressure on Credit Suisse
in good time with capital surcharges and to transparently inform the market about Credit Suisse's
dependence on regulatory concessions and the actual capitalization of the parent company. This
important lesson from the collapse of Credit Suisse is not sufficiently taken into account in the assessment
of the crisis and the measures derived from it.

1 ESB (2023): «This review did not identify any material remaining obstacles to resolution, which suggests a close
consideration of how outcomes might have differed if Credit Suisse had undergone the Single Point of Entry (SPE)
resolution prepared by home and host authority members of the Crisis Management Group (CMG).»

2 FINMA (2023): p. 78: "Finally, on 19 March 2023, the authorities had a viable alternative to the merger of the two
major banks in the form of the restructuring. The precautions from the TBTF framework and the associated
institutionalized colleges have thus made a significant contribution to overcoming the acute crisis." and p. 75: "Close
cooperation with the partner authorities of Credit Suisse's Crisis Management Group (CMG) before and during the
crisis strengthened confidence in the operational feasibility of the restructuring on and from March 19, 2023, if it
had been applied."


https://www.fsb.org/2023/10/fsb-review-of-2023-bank-failures-assesses-implications-for-the-operation-of-the-international-resolution-framework/
https://www.finma.ch/de/~/media/finma/dokumente/dokumentencenter/myfinma/finma-publikationen/cs-bericht/20231219-finma-bericht-cs.pdf?sc_lang=de&hash=81861883A9257E9D22814EE19CBEC0CE
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Illustration 1: Credit Suisse Stock Price and CDS Spreads
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Source: Bloomberg.

The very far-reaching regulatory concessions over many years meant that Credit Suisse was not
forced to act in time. These concessions (regulatory filter, lack of transparency regarding reliefs provided
through transitional periods for building up the necessary capital for subsidiaries) and the lack of
enforcement of regulatory expectations? through capital surcharges (Pillar 2) meant that the parent bank
had far too little capital to finance a restructuring from its own resources. The report of the Parliamentary
Commission of Inquiry (PUK) "Management of the Authorities — CS Emergency Merger" concluded that
these concessions enabled Credit Suisse AG to "maintain the appearance of sufficient capitalization until
the end" .4 Since Credit Suisse was not required to make these concessions sufficiently transparent, the
market did not put enough pressure on Credit Suisse to undertake a far-reaching strategic realignment
at an early stage. Regulatory capital concessions contributed to around one third of the capital in the
period 2019 to 2021. Without the concessions, Credit Suisse AG would not have met the minimum
requirements as early as 2021.5 UBS complied with the applicable regulatory requirements at all times
without any concessions.

3 FINMA report, Lessons learned from the CS crisis (2023): Despite numerous interventions by FINMA, responsibilities
were insufficiently defined and delimited (p. 50) and repeated measures taken by FINMA to strengthen the internal
control system and risk management were insufficiently implemented (p. 54).

4 PUK report (2024): "Without the application of the filter, the capital ratio would have fallen from 10% at the end
of 2019 to 5% in the third quarter of 2022, well below the regulatory minimum. The filter allowed Credit Suisse AG
to maintain the appearance of sufficient capitalization until the end."

5 Expert report Birchler (2024, p. 21): "Immediate enforcement of the estimates would have impaired the filter and
led to Credit Suisse only narrowly complying with the capital requirements as early as 2019 and increasingly no
longer complying with the capital requirements from Q1 2021."



https://www.finma.ch/de/~/media/finma/dokumente/dokumentencenter/myfinma/finma-publikationen/cs-bericht/20231219-finma-bericht-cs.pdf?sc_lang=de&hash=81861883A9257E9D22814EE19CBEC0CE
https://www.fedlex.admin.ch/eli/fga/2025/515/de
https://www.parlament.ch/centers/documents/_layouts/15/DocIdRedir.aspx?ID=DOCID-1-12520
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Credit Suisse was resolvable. The takeover of Credit Suisse by UBS created the false impression that a
resolution would not have been possible. All independent analyses and expert reports known to us (e.g.
Financial Stability Board, FINMA) confirm that the emergency takeover was the better option from a value
preservation and risk perspective, but that a resolution of Credit Suisse would have been possible. In the
event of a resolution in accordance with the TBTF rules, additional debt capital of CHF 48 billion would
have been available (so-called bail-in bonds), whereby shareholders and AT1 investors would have
suffered a complete loss and the holders of the subordinated bail-in bonds would have had to bear further
material losses and risks as the new owners of the company due to the necessary restructuring. According
to estimates by the Financial Stability Board (FSB), after the write-off of the AT1 instruments and the
conversion of the bail-in bonds, the new bank would have had around four times the capital that would
have been necessary to meet the very high Swiss rules®. Taxpayers would therefore have been protected
in any case.

The Federal Council decided that the emergency takeover by UBS was the preferred option because
it would reduce the damage. In March 2023, there were various options, including an emergency takeover
by UBS or the resolution of Credit Suisse by writing down AT1 instruments and converting bail-in bonds.
UBS agreed to the emergency takeover, which was proposed at very short notice, without being able to
carry out comprehensive due diligence. In doing so, it took great risks and took on the costs of
restructuring. At that time, the Board of Directors approved the emergency takeover following the
numerous discussions with the authorities, clearly understanding that UBS would not be punished with
unreasonable regulatory demands that would call UBS's successful business model into question. UBS's
emergency takeover of Credit Suisse was possible because UBS had a profitable, resilient business model
with a strong balance sheet. As a result, the announcement of the emergency takeover by UBS had an
immediate stabilizing effect on the market. Not only did it preserve a large number of jobs that would
have been lost in a resolution, but it also avoided further damage to Switzerland's reputation. Outside
Switzerland, the stabilization of Credit Suisse is also considered a great success for the country and the
authorities.

In addition to strong resilience, the resolvability of a systemically important bank is the key element of
too-big-to-fail (TBTF) regulation and must be very well prepared. Since 2022, FINMA has repeatedly
called on Credit Suisse to take preparatory measures for possible stabilization and resolution scenarios.
However, at the time of the review of the emergency acquisition, Credit Suisse was unable to provide
material risk information in a timely manner. UBS was therefore unable to reliably assess potential
substantial risks and temporarily received a guarantee from the state for possible high defaults. This
guarantee was also in the interest of the authorities to contain the risk of infection.

With the emergency takeover, UBS is de facto winding up Credit Suisse by either integrating its
business activities or liquidating most of its assets, especially its investment bank activities. Since the
acquisition of Credit Suisse, the risk-weighted assets of the non-core and legacy unit have been reduced
by more than USD 50 billion to USD 33 billion (approx. -62%) by the second quarter of 2025. UBS was
able to complete this emergency takeover on its own, as it had consistently implemented the existing
regulatory requirements and always attached great importance to capital and liquidity strength. UBS has
already unilaterally terminated the guarantee granted by the Federal Council to support the takeover in
August 2023. This was after the bank had been able to adequately ascertain the risk situation, which was
not possible in the few days between the contact with the authorities and the rescue weekend. The
liquidation and integration will cost UBS shareholders approximately USD 14 billion (see Q2 2025
Quarterly Report), which would otherwise have been borne by Credit Suisse shareholders and TLAC
investors. In addition, UBS is systematically resolving extensive legacy issues arising from pending legal
proceedings and regulatory proceedings at Credit Suisse.

UBS is one of the world's best-capitalized banks and — in contrast to Credit Suisse — operates a
Internationally recognized, successful and sustainable business model. UBS has loss-absorbing
capital of almost USD 200 billion to be prepared for any crisis scenarios. This cushion is almost four times

6 FSB (2023, S. 9): «Credit Suisse would have reopened on Monday 20 March with a consolidated CET1 ratio of circa
44% of RWA.»


https://www.fsb.org/uploads/P101023.pdf
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as high as the loss suffered by UBS in the global financial crisis of 2007/2008. At that time, not only was
UBS and Credit Suisse's combined balance sheet approximately USD 2,200 billion larger, but investment
banking accounted for almost three-quarters of its balance sheet, compared to 32% today for the
combined bank (see lllustration 2). Compared to Credit Suisse, UBS adjusted its strategy at an early stage
after the 2008 financial crisis and consistently reduced risks in the Investment Bank. As part of the
announcement of the emergency takeover of Credit Suisse, the Board of Directors has also announced
that the Investment Bank will be limited to a maximum of 25% of risk-weighted assets (prior to the
emergency takeover, the limit imposed by UBS itself was 33%). In doing so, the Board of Directors sent
an early signal that the now larger UBS would voluntarily further reduce its risk profile. In this year's
Financial Stability Review, the SNB also points to the central role of sustainable profits for the stability of
a bank.” Thanks to its current business model, UBS is very well positioned and has a high level of resilience.
For example, around 60% of income comes from asset management, around 20% from the Swiss
universal bank, and around 20% from the investment bank. UBS's clear strategy, regional and business
diversification and very strong capital and liquidity capacity lead to a very high level of resilience, which is
of central importance not only for UBS but also for Switzerland, especially in crises and extraordinary times
(e.g. lending during the pandemic).

llustration 2: Total assets and breakdown of the combined balance sheet of UBS and Credit Suisse
2007/2025

3'911 bn

(57%)
Investment Bank 73%

1’670 bn.  Non-core
2% and Legacy

32%
Asset Management 2% 2%
Personal & Corporate Banking

Global Wealth Management
4/_/—

4Q07 2Q25
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RWA (without
NCL)

Source: UBS Financial Reporting

UBS can be wound up in an extreme crisis. UBS has consistently paid close attention to stabilization
and resolution planning, investing USD 1.5 billion in adapting its legal structure between 2015 and 2019.
UBS's recovery and resolution plans were reviewed and approved annually by FINMA. In 2025, FINMA
also confirmed the feasibility of the preferred resolution strategy. As part of the proposed measures,
further improvements will also be implemented in close coordination with FINMA. After all, it is important
that not only the supervisory authorities and the bank are convinced of a resolution without direct damage
to the taxpayer and the economy as a whole, but also politicians. UBS will help politicians and the public
to get a better picture of how to overcome the crisis, because it is also important for UBS to create trust
and protect the taxpayer.

7 SNB (2025, p. 18): "Sustainable profits represent the first line of defense for absorbing losses in the event of a
stressful event and, after such an event, contribute to the rebuilding of the capital base — the second line of defense. "



https://www.snb.ch/public/publication/de/www-snb-ch/publications/financial-stability-report/2025/stabrep_2025/1/stabrep_2025.en.pdf
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The existing Swiss capital requirements are already among the strictest in the world.? A consistent
application of existing capital adequacy rules at Credit Suisse would have been largely sufficient to cover
the significant losses, even at the height of the crisis. UBS was able to stabilize Credit Suisse not least
because it consistently implemented the strict Swiss capital requirements.

Trust in legal certainty and the state in general is one of the central values of our country. The
authorities are dependent on finding quick solutions in future crises as well, which will require mutual
trust between business and politics. When UBS acquired Credit Suisse, which was carried out under great
time pressure, UBS had to rely on the fact that the applicable framework conditions would essentially
remain in place. A disproportionate change in regulation in the wake of the hitherto successful emergency
takeover of Credit Suisse would significantly weaken confidence in legal certainty and the state and punish
UBS.

2. Measures taken by the Federal Council for banking stability

2.1. Overview

e UBS supports a sustainable strengthening of the Too-Big-To-Fail (TBTF) regime in principle,
provided that it is implemented in a targeted, proportionate and internationally aligned manner.

e UBS strongly objects to the proposed capital measures because they are not proportionate, do
not take into account the lessons of the Credit Suisse crisis and generate substantial costs for
UBS and the economy.

UBS supports the Federal Council's proposal to strengthen the TBTF regime in principle, provided that it
is implemented in a targeted, proportionate and internationally aligned manner. Even before the
publication of the report, UBS publicly advocated an adjustment to regulatory requirements in areas where
the Credit Suisse crisis revealed a need for action. These include strengthening the early intervention tools
for supervisors, a stronger focus on stress-based capital, further developing the liquidity framework
(especially with regard to digital banking) and the establishment of a Public Liquidity Backstop (PLB) in
Switzerland. The coherent application of international standards, e.g. for DTA or capital treatment of
software, offers opportunities to achieve the Federal Council's goals with bearable cost consequences for
all concerned.

With regard to the valuation and capitalization of the selected assets, an open-ended, transparent
dialogue was impossible, since FINMA and the SNB publicly stated at an early stage that only a full
deduction from Common Equity Tier 1 capital would be effective. In doing so, these two institutions
effectively presented the administration and the Federal Council with a fait accompli, especially against
the background of the PUK's criticism that the TBTF regulation has not been sufficiently implemented.
The argument was seemingly aimed at the complete elimination of risks from foreign business, without
taking into account the costs for the bank and the economy and thus the cost/benefit efficiency of the
proposals.

The consultation on the amendments to the Capital Adequacy Ordinance (CAQ), presented on 6 June
2025, is closely linked to other proposed elements of the future TBTF capital regulation, in particular
the deduction of investments in foreign subsidiaries from Common Equity Tier 1 capital.

Of the proposed measures, UBS supports the proposals in the areas of liquidity, resolution, governance
and supervisory powers, subject to the implementation details that are still pending.

However, UBS strongly opposes the proposed capital requirements. The changes in the capital
area are neither proportionate nor internationally aligned and would lead to disproportionate costs.
Moreover, the proposals cannot be justified by the lessons learned from Credit Suisse's decline.

8 See also Report of the Federal Council on Banking Stability (2024, pp. 80-81)


https://www.efd.admin.ch/dam/de/sd-web/LuYox2INDaQy/bericht-br-tbtf-de.pdf
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Alternative options were not examined in depth, but only superficially addressed in the report. FINMA and
SNB have presented a maximum risk reduction as the best possible option to increase resilience, without
taking due account of the substantial cost consequences of such extreme measures, which would in turn
weaken a bank's resilience.

2.2. Lack of evaluation of the TBTF overall package

e The Federal Council has repeatedly emphasized that the measures to strengthen the TBTF regime
are a "package of measures” with the aim of strengthening the Swiss financial centre and
reducing risks for the state, taxpayers and the economy.

e At present, neither the entire package of measures nor a well-founded analysis of the proposed
far-reaching measures are available. This is essential for an assessment of the adjustments to
ordinances or laws. In addition, the cost of capital presented in the study published by the Federal
Council (3.2%) is far too low and does not refer to the costs estimated by the capital market
(10%). This means that the biggest cost driver of the regulatory package, which would also have
a massive impact on the economy, is presented in a way that is far from reality.

e The current consultation draft covers only part of the Federal Council's package of measures.
Central measures, e.g. in the area of recovery and resolution planning, only exist as "corner
stones". A well-founded cost/benefit analysis of the package of measures is not possible.

e The capital measures proposed by the Federal Council at ordinance level are disproportionate
and not targeted, as they would significantly impact the capitalization of the Group rather than
the Parent Bank, which, according to the Federal Council and PUK reports, is the primary focus
of the capital strengthening measures.

e |tis crucial that any adjustments are aligned with Basel standards in a coherent manner.

The regulatory capital regime in Switzerland is already one of the most demanding in the world, so any
need for action to adapt the requirements must be substantiated. However, there is no solid analytical
basis for the proposed extreme capital measures. In particular, the proposal does not consider
whether the desired objectives of improving the Bank's resilience could be achieved with significantly less
drastic, i.e. more proportionate, measures. Other possible measures to achieve the desired increased
resilience were rejected by the Federal Council, without detailed justification.

Capital measures should be considered in the context of the overall package of measures. The
proposals on liquidity, resolution (e.g. greater autonomy of local entities and the associated higher
financing and possibly risk management costs), governance and supervisory powers also make a
significant contribution to crisis prevention and increased resilience. In addition, there are substantial
dependencies between various measures of the proposed package, such as between capital requirements
and resolution options, which are not sufficiently taken into account.
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Table 1: Overview of the Federal Council's package of measures for banking stability

Measures Capital Liquidity Governance | Supervision | RRP
Amendments to | Capital SNB liquidity | Senior Early Requirements
the law underpinning Manager intervention | for the

of foreign Regime etc. independence

subsidiaries of group

companies

Amendments to | Evaluation of | Liquidity
the Ordinance individual reporting
(ongoing assets
consultation) Strengthening

AT1

Pillar 2 Other

liquidity

requirements

Grey: Current draft consultation

Table 1 shows that the current draft consultation covers only part of the Federal Council's package
of measures. Central measures, e.g. in the area of recovery and resolution planning (RRP), only exist as
"corner stones” and a well-founded cost/benefit analysis of the package of measures is not possible.

Since the package of measures has not yet been fully determined, an overall analysis of costs and
benefits is not possible. \With the current proposal, very far-reaching requirements would be laid down
at the ordinance level with regard to software, deferred tax credits from temporary differences (TD DTAs),
and prudential valuation adjustments (PVA). Requirements would therefore be created without having an
overall view and a complete, well-founded regulatory impact assessment. Overall, the wide range of
significant regulatory changes and the associated costs for the banks concerned and the Swiss economy
must be reviewed holistically. Further, Swiss regulatory requirements must remain internationally aligned.

With the consultation draft, the Federal Council also included a study which is intended to estimate the
cost of equity. The estimated cost for 10 billion additional equity was estimated at 320 million costs. In
September 2025, just 3 months later, the author gave a new estimate that showed the costs to be 90%
lower (32 million). The large deviation shows the inaccuracy and unreliability of such studies, which is
highly problematic in view of the need to make a reasonable estimate of the cost of new regulation. In
addition, the calculations in both studies are completely out of reality.

The cost of equity of companies is estimated by analysts and is published by UBS twice a quarter. At UBS,
this cost has been consistently around 10% for more than 10 years, i.e. USD 10 billion of additional equity
would lead to 1 billion costs, or approx. 800 million net costs (after deducting the cost of debt capital,
which is replaced by the additional equity financing), i.e. several times the theoretical value calculated by
the study published by the Federal Council. At the same time, the long-term figures show that despite a
significant increase in capital resources over the last 10 years, UBS's estimated cost of equity — as with
other well-capitalized and successful banks — is not decreasing. This also refutes the idea that the cost
of equity is materially reduced with significantly higher equity.

Due to its existing capital strength and diversified business model, UBS already benefits from lower credit
premiums and thus debt financing costs. These costs would not be materially lower with significantly
higher capital and would therefore not represent a material compensating factor. UBS, like other
companies, must follow the market and show shareholders that profits exceed the expected cost of
capital.

In the media release of 6 June 2025 on the TBTF regime, the Federal Council distinguishes between
"core measures" and "further measures".
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lllustration 3: Consultation does not relate to a "core measure" under the TBTF regime despite significant
impact on UBS

Too big to fail regime
Core measures and other measures

Strengthen Expand the crisis toolkit

prevention

Provision of information on

liquidity
"further action" would lead to a Strengthen
capital impact of around Covered bond o M
P USB 11bn! act @ |quId|ty

Source: Federal Council press release of 6 June 2025

For the core measures, only basic parameters are available within the framework of this consultation. The
valuation of balance sheet item measures set out in the consultation draft are only listed as "further
measures”, ¢ despite the significant cost implications of approximately USD 11 billion of core equity at
Group level. In addition, these measures, which would be unigue in this combination internationally,
would understate UBS's effective capital strength by a significant amount, which would run counter to
the Federal Council's principle that strong capitalization should be recognized.

The significant deviation from international standards regarding the valuation of individual balance
sheet items and the associated significant capital impact cannot be justified by the relative size of UBS to
Switzerland. With the substantial progressive capital surcharges under the TBTF regulation, the Swiss
capital regime already has an effective instrument to adequately take into account the systemic
importance of a bank (i.e. size and market share), as also stated in the Federal Council's report on banking
stability of 10 April 2024.7° In this context, it is important to mention that the emergency takeover of
Credit Suisse will result in a progressive TBTF capital surcharge of around USD 9 billion.

Although a conclusive analysis of the package of measures is not possible, the individual measures are
discussed below — as far as possible.

9 Cf. Media release of the Federal Council of 6 June 2025.
10 Report of the Federal Council on Banking Stability of 10 April 2025 (page 100).



https://www.efd.admin.ch/de/newnsb/ty6FlsBuspE-AXC9ClLJt
https://www.efd.admin.ch/de/tbtf-bericht
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3. Assessment of capital-related measures

3.1. Overview

e UBS considers it important to adopt capital-related measures as part of the overall package of
measures. It is important to avoid hastily tightening regulations, the relevance of which remains
unclear, but which were certainly not decisive in the Credit Suisse crisis, and which do not
strengthen the parent bank in a targeted manner.

e The proposed amendments to the regulations primarily affect UBS Group, with an additional
Common Equity Tier 1 capital requirement of around USD 11 billion, while the measures do not
significantly strengthen the parent bank.

e If there is a need to strengthen the capital base in the sense of an immediate measure, it should
be ensured that the rules are coordinated in a coherent manner internationally.

On the one hand, capital-related measures affect the capital adequacy requirement for foreign subsidiaries
at the Swiss parent bank, which is to be regulated at the legislative level according to the Federal Council
proposal. On the other hand, the Federal Council proposes measures at ordinance level relating to the
valuation of software and deferred tax assets, as well as regulatory valuation adjustments (PVA). There
are also adjustments at ordinance level to the AT1 capital instruments.

UBS generally supports targeted capital measures that meet the criteria of regulatory adjustments defined
by the Federal Council (targeted, proportionate and internationally aligned). UBS already has to hold
around USD 18 billion more equity as part of the emergency takeover of Credit Suisse (see lllustration 4).
This includes the progressive TBTF Capital of around USD 9 billion, which takes into account the
combined bank's larger balance sheet total and higher domestic market share. However, the Federal
Council proposals would increase the additional capital requirements required by a further USD 24 billion,
bringing UBS to a total of around USD 42 billion in additional capital requirements.
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Illustration 4: USD 42 billion capital required by Credit Suisse acquisition and increased regulation’’

Acquisition of Credit Suisse Regulatory proposals

~42

~9
~9
Compensation for Progressive Necessary additional Necessary Total additional
regulatory concessions, TBTF component capital additional capital capital required
e.g. elimination of the due to existing on the basis of
regulatory filter regulation capital proposals

Source: UBS™2. The composition of the additional capital required based on the capital proposals according
to Table 2 taking into account the 1Q25 capital surplus.

The Federal Council justifies the proposed measures with the lessons learned from the Credit Suisse
crisis. However, the Federal Council does not explain the extent to which the previous valuations were
the cause of Credit Suisse's de facto undercapitalization. Specifically, Credit Suisse would have had
enough capital for a timely restructuring in going concern if it had not received concessions in the form
of the "filter" and had not valued its foreign investments on the basis of earnings projections that were
far too optimistic.

Instead, the consultation proposes isolated measures with regard to individual balance sheet assets (see
Table 2). However, these measures do not significantly strengthen the Parent Bank, as they primarily
impact UBS Group and not the Parent Bank, which should be strengthened based on the lessons learned
from the Credit Suisse crisis.

The capitalization of Credit Suisse Group AG has never been the focus of discussions. In contrast,
the insufficient capitalization of the parent bank (Credit Suisse AG) and the relevant regulatory
concessions were important aspects of the report of the Expert Group on Banking Stability, the TBTF
report of the Federal Council and the PUK.

Table 2 provides an overview of the capital measures, the impact at UBS Group and parent company
level, and a classification of whether the proposals meet the criteria of "targeted, proportionate and
internationally aligned".

" The progressive TBTF surcharge is determined by the expected market share in Switzerland and the total
exposure at group level. The surcharge shown reflects expectations at the time of acquisition and has evolved
since then. The total required additional capital of USD ~42 billion remained stable.

12 Based on UBS Ad hoc announcement, 6 June 2025.
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Table 2: Overview Assessment of Corporate Measures

Additional CET1 Criteria for requlatory adjustments
requirements
(in USD bn)’3
Group Parent Targeted | Proportionate | Internationally
company aligned
Foreign holdings n/a 23,2 X X
Proposal to amend the law
Tax Assets (TD DTA)" 4,6 0,3 X X X
Proposal to amend the ordinance
Software 4,5 1,5 X X
Proposal to amend the regulation
Rating adjustments 1.8 1,0
Proposal to amend the ordinance
Total 10,8 26,0 X X
of which ordinance level 10,8 2,8
Total offset of 1Q25 capital 23,9
surplus via UBS AG quidance

Legend on criteria for requlatory adjustments: « substantially met/ ¢ partially met/ X not met. Act/
Ordinance concerns the stage at which the regulatory treatment is to be newly requlated according to
the Federal Council's proposal.

As mentioned above, the proposed capital measures would mean that UBS would have to hold an
additional USD 42 billion in Common Equity Tier 1 capital due to the Credit Suisse emergency takeover.
This would give UBS a de facto minimum requirement of 19% Common Equity Tier 1 or approx.
50% higher requirement than its European and US competitors (see lllustration 5) if the same rules
were applied to capital calculations. The proposals at ordinance level with regard to software, deferred
tax assets and PVA mean that around USD 11 billion of capital or approx. 15% of the capital at group
level will no longer be eligible for regulatory purposes without giving good reasons for doing so. This
undue destruction of capital would visually reduce the capital strength of the UBS Group from 19% to
17%, in contrast to the rules in the EU and the US, while the additional capital required would remain
unchanged.

In other words, given the current size of UBS, the measures proposed by the Federal Council would not
only mean that the UBS Group's Common Equity Tier 1 ratio would be significantly higher than that of
its competitors but would also be understated by around 3.5 percentage points compared to its
competitors, regardless of how efficiently UBS manages the parent company. This also contradicts the
basic idea of the Basel Committee that banks' capital ratios should be internationally aligned.

13 Figures according to UBS press release dated 6 June 2025
14 Tax claims due to time differences (TD DTA).
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Illustration 5: Comparison of capital requirements for G-SIBs

UBS minimum CET1 ratio requirements’ Peers minimum CET1 ratio requirements?

; Changes in : _
~16% | 594 the CAO ! ROTIEN
14%2 ., optically ! Peer
7| reduce | 13.5% 12.6% 12.5% 1 average |
| . 1 . . o
 UBS'S CET1 4 0 1257 124% 12.2% 1189 118% 116% 11.6% 11.5% 11.5% 11.5% .. N 116% ¢
o SO | capital ratio | 11:0%-10:9% oot
| ~12% UBS L by-2pmts | 100% ~ "
| 2030 formal ; 8.5%
| requirement !
Current  Full  De-facto A s s
de-facto deduction minimum 3 % @ g': @ gl: @ * % G * % G % % %

minimum of foreign based on
subs  proposals

Excluding effects of full implementation

of Basel lll in line with peers

Source: Pillar 3 reports of the banks concerned, supplemented by Pillar 2 surcharges’>

lllustration 5 shows the comparison of capital requirements for global systemically important
banks (G-SIBs) based on the latest available figures from banks as of 29 July 2025. U.S. G-SIBs are
presented on a standardized basis that reflects the revised preliminary requirements for the stress capital
buffer published on July 1, 2025.

In this context, it should also be taken into account that, compared to the EU, UK and USA, Switzerland
introduced the final Basel 3 standards earlier and more extensively on 1 January 2025. This applies in
particular to the rules for calculating operational and market risks. UBS therefore has to report
approximately USD 50 billion higher risk-weighted assets, and hold approximately USD 7 billion more
equity, than if it could apply the EU, UK or US requirements. The above-mentioned de facto minimum
requirements of 19% would therefore even rise to about 21% if the comparison with the listed
institutions were to be made using the same rules. The higher risk weighting already means that the de
facto minimum requirements are about 2 percentage points higher (i.e. 16% instead of the 14%).

The problem of capital regulation that deviates greatly from international standards is also noted by
independent experts. In this context, the expert report by Alvarez & Marsal, commissioned by the
Federal Council, states as a potential consequence: "A shift from the optimal capital structure reduces
the value of the company, and consequently also shareholder wealth." (p. 42).

15 1 Pro-forma figures based on 1Q25 and assume proposed measures are fully applied; Assumes a static
countercyclical buffer and Pillar 2 add-ons; progressive add-ons are based on expected levels of LRD (Leverage Ratio
Denominator) and market shares (phased in until 2030); LRD categories are as proposed in the Federal Council’s
letter dated June 6, 2025; 2 Given expected UBS AG capital ratio of 12.5-13.0% and UBS Group AG equity double
leverage of ~100%; 3 Based on available financial reports as of July 29, 2025, for publicly listed G-SIB (Global
Systemically Important Banks) counterparts from North America and Europe, excluding custodial banks; U.S. G-SIBs
are assessed on a standardized basis, taking into account the revised preliminary requirements for the stress capital
buffers published on July 1, 2025. EU peers reflect Pillar 2 add-ons of 1.3%, based on the average value from the
aggregated results of the EU Supervisory Review and Evaluation Process (SREP) 2024, published by the European
Central Bank, and is also used as a proxy for UK competitors.
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3.2. Assessment of the proposed corporate measures at ordinance level

e Given the strategic relevance of software for the sustainability of a bank's business model, a full
deduction from Common Equity Tier 1 capital in a going concern is neither justified nor necessary
from a regulatory or economic point of view

e Switzerland should not be an isolated position regarding the regulatory recognition of deferred
tax assets due to temporary differences (TD DTA) but should continue to be aligned with
international rules which are consistently applied globally.

e The authorities' proposal to introduce European Standards (EBA) for prudential valuation
adjustments, but not to apply EU rules in other areas, underlines the extreme approach of
combining the strictest rules in each case.

e AT1 instruments have an essential role to play in a crisis. It must be avoided that the quality of
core capital is weakened by special Swiss rules. It is important that AT1 instruments can be used
unchanged and consistently, as is customary internationally, for the capital underpinning of
assets such as subsidiaries.

3.2.1. Software

Given the strategic relevance that software has for the sustainability of a bank's business model in an
increasingly digital world, a full deduction from Common Equity Tier capital on a going concern basis is
neither justified nor necessary from a regulatory or business perspective. The proposed full deduction
of software assets from Common Equity Tier 1 capital ignores the value of self-developed software for a
bank.

The Intrinsic value of software is also given in a crisis, as lllustration 6 displays. During the Credit Suisse
crisis, there was no reason to write off software to a significant extent because it continued to be used.
Until the time of the emergency takeover of Credit Suisse by UBS, no significant extraordinary write-
downs were necessary, despite the multi-year crisis. With the acquisition of Credit Suisse in the first
quarter of 2023, UBS also acquired the USD 3.1 billion software whose operation was essential for the
maintenance of services for Credit Suisse clients and thus the intrinsic value of the Credit Suisse franchise.

In the course of the integration and the de facto liquidation of Credit Suisse by UBS, the decision was
made to continue to operate the combined bank largely on UBS's existing software. Due to the decision
to migrate clients and transactions to the UBS systems, the software that was no longer needed was
written off. The authorities' statement that software is not valuable in a crisis therefore does not
correspond to reality. The software was only depreciated as part of the de facto liquidation.
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lllustration 6: Carrying value of software at Credit Suisse 2019-2022 (USD million)

Despite the multi-year crisis, The software

no significant extraordinary write-downs were necessary was only written
off as part of the

de facto
3,475 resolution of
3,310 3,163 Credi Suisse via
merger

3,128
2,657

1,074

2019 2020 2021 2022 1Q23 2Q23

Source: Credit Suisse Annual Reports

In the case of a takeover of Credit Suisse by a foreign bank without significant wealth management
and retail business in Switzerland, the acquiring bank would have taken over the software and paid a
reasonable price for it, because the software would still be necessary and would have value for the
acquiring institution. In such a case, the software would continue to be used by the business and would
retain its current value in full.

A very high capital cushion is available for the depreciation of software in a resolution or restructuring.
A bank generates such capital through a bail-in (e.g., at Credit Suisse this could have amounted to CHF
48 billion). This is duly taken into account in the resolution planning and the bail-in capacity calculations,
so that targeted depreciation of software is possible (i.e. for business activities no longer continued as
part of the restructuring) and this depreciation does not have to be covered by Common Equity Tier 1
capital while the company's business continues to operate as a going concern.

For the reasons listed above, a full deduction of software from Common Equity Tier 1 capital is
unnecessary, disproportionate and, moreover, not internationally aligned. As the explanatory report
notes, only the UK, Canada and Australia have such an extreme deduction regime, with Canada and
Australia having no banks comparable to UBS and the UK authorities granting banks significant relief in
other areas (e.g. leverage ratio calculation).

The treatment of software in the EU recognizes its strategic importance and is sufficiently conservative
in view of the depreciation period of 3 years. In the Regulatory Technical Standard 2020/07 (Regulatory
Technical Standard; "RTS") it is stated that software assets used by banks have value from a company's
point of view. Without software, banks would not be able to continue to function and could not be
wound up or liquidated. Investing in IT solutions, including artificial intelligence, e.g. to improve customer
service and process efficiency, is essential for banks to remain competitive. In the EU, banks had to fully
deduct software from regulatory capital between 2014 and 2020 (analogous to the Federal Council
proposal). However, the EU has since corrected this practice for the reasons mentioned above. Switzerland
should not repeat the mistake that others have already corrected.

We do not share the Federal Council assessment that the application of a fixed, e.g. 3-year,depreciation
period analogous to the European banking rules for the further crediting of software in the Swiss capital
regime would be too complicated. The effort and complexity of a 3-year depreciation are
negligible. The Federal Council argument that software should be fully deducted in order to achieve
"uniform treatment" is not consistent and coherent. The Federal Council deliberately distinguishes
between G-SIBs, D-SIBs and other banks in many other areas of its reform proposals.



Consultation on the amendment of the
l | B Capital Adequacy Ordinance
Page 18 of 31

3.2.2. Deferred tax assets (TD DTA)

The Federal Council proposes fully deducting deferred tax assets on temporary differences (TD DTA) from
Common Equity Tier 1 capital. Such treatment is not applied in any peer jurisdiction (EU, UK, USA)
and would set a precedent internationally.

Different jurisdictions have different rules about when an expense recorded in the company's books is tax
deductible. This applies, for example, to credit losses, deferred compensation and depreciation of real
estate. Often, due to legal enforceability and tax policy considerations, a tax deduction is only permissible
after the accounting entry has been made. These timing differences lead to deferred tax assets, which are
common in virtually all industries and not just banking. At UBS, these mainly concern long-term tax
assets in the USA.

The U.S. regulator currently limits the recognition for deferred tax assets (TD DTA) to 10% of Common
Equity Tier 1 for Category | banks (US G-SIBs) and 25% for Category II/lll banks (including UBS Americas
Holding LLC) under the "FED Tailoring Framework". UBS Group AG and UBS AG are currently subject to
the Basel Standard, where the credit is limited to 10% of the regulatory capital, with a risk weight of
250%.

The treatment according to Basel Standards is that future tax benefits can be recognized as assets. The
value is capped at 10% to avoid cluster risks in realizing their value. This standard is also used in all
financial centers that are important to UBS. Any deviation from this treatment will weaken UBS’s capital
base, global competitiveness and international alignment.

UBS has deferred tax assets (TD DTA) on its books, most of which are related to the core business and
are highly valuable even in a crisis. Against this background, not taking these assets into account in
the calculation of regulatory capital would be arbitrary and disproportionate.

In the preliminary consultation and in the explanatory report, it is argued that the current treatment of
TD DTAs needs to be changed, as write-downs of TD DTAs have a pro-cyclical effect in a crisis. To support
the argumentation, the State Secretariat for International Financial Matters (SIF) refers to the TD DTAs
write-downs that had to be made during the Credit Suisse crisis, with a particular focus on the TD DTAs
write-downs in the third quarter of 2022 of CHF 3.7 billion (ER pp. 10-11).

However, a detailed analysis of the facts shows that Credit Suisse's TD DTA write-downs in the third
quarter of 2022 were not caused by a change in the applied valuation methodology but were due to a
deliberate decision by management with the aim of reducing the risk profile. The write-down of deferred
tax assets was mainly related to the restructuring of the Investment Bank. It led to a reduction in risk-
weighted assets and the associated risk profile and improved capitalization.

The occurrence of events comparable to those that led to the write-down of TD DTAs at Credit Suisse is
very unlikely at UBS. As UBS strategically realigned its investment banking business more than a decade
ago and has thus been running a sustainable, profitable investment bank for a long time, no material
write-downs are expected due to changes in the division's business strategy. In addition, the proportion
of TD DTAs affiliated with the Investment Bank is limited.

The majority of UBS's TD DTAs are related to the wealth management business in the USA. If this
business were to be sold, most of the existing TD DTAs would also be sold. Note that this does not apply
to DTAs recognized for tax loss carry-forwards, which cannot be credited under the Basel Standards. If TD
DTAs have to be written off as part of a resolution, the bank would finance these losses by capital
generated through bail-in capitalization. This is duly taken into account in resolution planning and bail-in
capacity calculations.

There are no alternatives to the current proven regime either in accordance with international standards
or in practice in all relevant peer locations, as deferred tax assets have proven to be robust in terms of
their intrinsic value even during the crisis and the recognition is already limited to a maximum of 10% of
Common Equity Tier 1 capital. Switzerland should therefore not take an isolated position in the regulatory
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treatment of deferred tax assets but should continue to be aligned with international standards with
globally consistent application.

3.2.3. Prudential Valuation Adjustments (PVA)

The prudential valuation adjustments (PVA) for Level 2 and Level 3 assets and liabilities proposed in the
SIF's preliminary consultation are more conservative than current Swiss practice and most
international requirements. The SIF based its proposal on the argument that the lessons learned from the
Credit Suisse crisis warrant stricter treatment and therefore proposes the same regime as the EU.
Consequently, the ordinance would also have to clearly state that FINMA strictly implements the EBA rules
and does not tighten them further.'6

In connection with PVA, the so-called Level 3 assets are particularly important. Level 3 assets are financial
instruments whose valuation is based on unobservable input factors, and the valuation is based on internal
models and assumptions. Examples of Level 3 assets can be complex derivatives, structured products or
illiquid securities. UBS and Credit Suisse have reduced the volume of Level 3 assets since the financial crisis
from USD 148 billion in 2007 to USD 16 billion today (reduction of 90%). The Level 3 assets acquired
with Credit Suisse were almost completely reduced as part of the "Non-core and Legacy Portfolio". As of
June 30, 2025, Level 3 assets were back at USD 16 billion, a reduction of 58% compared to the situation
after the merger in June 2023.

lllustration 7: UBS Level 3 assets 2007 and 2Q23 to 2Q25

‘ (~90%)
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82
(58%)
Level 3 assets acquired with Credit Suisse have already been
substantially wound down in the Non-core and Legacy portfolio
38
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24 v
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pro-forma (UBS
combined"  post-CS)

I UBS ex-CS Credit Suisse Combined

Source: UBS Annual Reports and internal calculations for Credit Suisse share. 2007 and 4Q22 pro-forma
combined balance sheet.

Many of the products acquired by Credit Suisse were structured, valued with models and hedged with
liquid instruments. Such products are usually not sold as part of normal business activities but are risk-
controlled until maturity. In resolution planning, an accelerated exit strategy is often used for them. The
corresponding costs are reported in the resolution plan and must be financed with the bail-in capital.

16 This coincides with statements in the ER, according to which "in principle, the same more concrete requirements
as in EU regulation" are to be introduced. Accordingly, the wording of Art. 5b para. 4 should be clarified: FINMA is
to apply the Basel Regulation and Delegated Regulation (EU) 2016/1013 directly (and not only follow them).
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The Federal Council proposal justifies the stricter treatment of the various assets and liabilities by pointing
out that UBS had to make extensive write-downs at the time of the acquisition. However, it is important
to distinguish between the concept of PVA valuations and the concept of purchase price
adjustments (PPAs).

The PPAs applied by UBS are used to determine the liquidation price, i.e. the price that can be achieved
in the event of a sale. These PPAs were booked for the first time as part of the rescue of Credit Suisse and
were part of UBS's chosen process to restructure individual business units, e.g. for the exit from the Non-
Core and Legacy (NCL) business. The PPAs reflected the expected sale price for these business assets in
the event of an accelerated sale. The PPAs are therefore not a standard measure of uncertainty, as used
in the context of a prudential valuation approach, but an adjustment based on the market exit strategy,
which was in line with the restructuring decision taken by UBS.

Unlike PPAs, PVAs aim to determine the prudent measurement adjustments of fair value positions,
considering their valuation uncertainty in ongoing business operations. Based on statistical methods and
available market prices, uncertainty is considered in the valuation. It is therefore wrong to justify the
stricter treatment of PVAs with the extensive write-downs that UBS made because of the PPAs.

3.2.4. AT1 Capital - Strengthening the Central Role in a Crisis

The fact that UBS was able to issue AT1 instruments again very soon after the rescue of Credit Suisse
proves the confidence of investors in the functioning of these instruments under the current Swiss regime.
UBS has issued a total of USD 12.8 billion of new AT1 bonds since the emergency takeover and has
received very lively investor interest, which made prices correspondingly attractive, i.e. with a low default
premium compared to its competitors.

The Federal Council proposals represent a significant deviation from the application of the AT1
instruments in a crisis compared to the EU and the UK. This is problematic because the EU and the UK,
based on homogeneous regulation, in practice represent the entire market for AT1 instruments.
Switzerland's share of the total market represents less than 10%. If Swiss regulation differs substantially
from that of the overall market, there is a risk that AT1 instruments of Swiss issuers will ultimately be
regarded as a different asset class. Based on the methodological documentation of the established rating
agencies, it can already be stated that as a consequence of the four-quarter test (see below), a rating
reduction of one notch is to be expected for Swiss issuers of new AT1 bonds.

The main deviation from the EU and UK conditions is the proposal to automatically stop all interest
payments on AT1 bonds after four consecutive quarters of cumulative losses. This proposal differs
significantly from EU practice and is not targeted because it does not establish a link with the level of
the bank's capital. Even if the bank is still well or even very well capitalized after losses over four quarters,
it would have to automatically stop paying interest. Such an automatic restriction would make no sense.
It could not be justified to the market and would differ significantly from the EU/UK rules.

The Expert Group on Banking Stability recommended that AT1 regulation be aligned to international
practice.'”” The regulations in the EU and the UK provide for the suspension of interest payments based
on the capital ratio. In contrast to the cumulative loss test for four quarters proposed by the Federal
Council, there is an objective cornerstone based on a predefined capital ratio (e.g. falling below the
minimum reguirements).

Such a solution is acceptable to AT1 investors because they already have to expect that interest payments
and the repayment of bonds will be suspended if certain capital requirements are not met. Today, they
are dependent on the assessment of the management / board of directors of the bank and the supervisory
authorities as to when which measure is triggered. With a predefined capital trigger ratio, discretion would

17 Cf. Expert Group on Banking Stability (2023, p. 75): The FDF, together with FINMA and the industry, is to examine
how the Swiss market for AT1 instruments can be rehabilitated. The focus is on a clear and internationally
understandable design of the instruments.
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be significantly reduced and thus the potential stigma effects of suspending interest payments are largely
eliminated. Such a regulation would align the Swiss regime internationally.

3.3. Initial comments on the cornerstones for foreign subsidiaries

UBS will comment in detail on the capital underpinning for investment in foreign subsidiaries as
part of the consultation which started on 26 September 2025. In view of the importance of this
measure in the overall context, we will briefly summarize our key points in advance below.

If a consistently conservative valuation of the subsidiaries and regulatory capital underpinning had been
applied, Credit Suisse AG would have had sufficient capital to carry out a restructuring. The full deduction
of foreign subsidiaries from Common Equity Tier 1 capital is therefore neither necessary nor
proportionate and leads to a substantial overshooting of capital at group level. Specifically, a full
Common Equity Tier 1 deduction of foreign investments at UBS AG would lead to an additional
capital requirement of around USD 23 billion.'®

The proposal (cornerstone) for a full deduction from Common Equity Tier 1 capital would correspond to
an increase in the capital coverage for foreign subsidiaries from the current 60 percent to around 130
percent. It is incomprehensible to us why the authorities with the presented cornerstones exceed the
proposal of April 2024 (i.e. based on core capital) to such a considerable extent. One reason for this could
be that the supervisory authority and the national bank publicly declared early on that only a full deduction
from the Common Equity Tier 1 capital would be effective, thus making an open dialogue impossible.

UBS is not aware of any other peer jurisdiction which requires a full Common Equity Tier 1
deduction of foreign subsidiaries without giving significant exemptions or reliefs. Comparable
banks in EU countries benefit from significant regulatory exemptions and are not required to report on
the capital strength of the parent bank on a standalone basis. U.S. banks are regulated on a sub-
consolidated basis. In addition, the approach of a full capital write-down exceeds the Basel Standard,
which risk-weights investments up to a 10% Common Equity Tier 1 threshold at 250%, as also applied
by the UK. In addition, in the EU and UK, AT1 investments in foreign subsidiaries are also deducted
accordingly from AT1 capital and not Common Equity Tier 1 capital. Moreover, the proposal for extreme
treatment of foreign subsidiaries sends a strong negative message to foreign jurisdictions and their
supervisory authorities, which would probably provoke further local requirements for the independence
of subsidiaries (" self-sufficiency") and fragmentation in these jurisdictions.

18 This calculation is based on published figures for the first quarter of 2025, adjusted for expected further capital
repayments of approximately USD 5 billion, subject to customary regulatory approval.
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3.4. Impact of capital-related measures

e The proposed measures in their entirety go far beyond international standards. It is a package of
"worst of " regulations, with the treatment of foreign subsidiaries and deferred tax assets going
beyond the strictest regulation in peer jurisdictions.

e The proposed capital measures lead to disproportionate and unnecessary over insurance and do
not consider the entire available core capital.

e The Federal Council's proposal would mean that UBS would have to hold around USD 42 billion
more capital as a result of the emergency takeover of Credit Suisse assuming its risk profile
remained unchanged.

e The proposals for the CAO adjustment would also reduce UBS's reported capital strength by
around USD 11 billion and would not primarily strengthen the capitalization of the parent bank,
which was the problem at Credit Suisse.

e The measures required to deal with these extreme proposals would have a significant negative
impact and would lead to high costs, which have not yet been considered by the authorities. The
proposed TBTF capital measures will lead to substantial additional costs and negative effects for
UBS, the financial center and the Swiss economy. The additional cost of capital also weighs
heavily on UBS's Swiss activities, as the higher capital requirements would have to be complied
with by the Swiss-domiciled parent bank (UBS AG).

e EU competitors can currently offer loans at lower prices in Switzerland through their branches,
which can lead to increasing dependence on foreign players.

3.4.1. Lack of international comparability

The Federal Council's proposals deviate significantly from international standards. The Federal
Council has repeatedly emphasized that the Swiss regulatory framework must be aligned with relevant
international standards such as those of the Basel Committee and the Financial Stability Board (FSB). As a
global bank, UBS supports the international standard-setting process.

It is true that certain jurisdictions also go beyond the international standard in individual issues in order to
take account of special specific circumstances. However, the Federal Council's proposals represent a
package of "worst of" regulations, which were taken in isolation from foreign regulations. Such a
“worst of” package would lead to a significant deviation from the Basel Standards and the regulations of
competing locations (e.g. EU, UK and USA). In two key elements, i.e. the treatment of investments in
foreign subsidiaries and deferred tax assets on temporary differences (TD DTA), Swiss regulations go
beyond even the strictest regulations in these locations. In addition, Switzerland has implemented the
final Basel 3 standards earlier and more extensively than the EU, UK and USA.'" The more extensive
application of Basel 3 already means that UBS is required to hold around 10% more capital than its
international competitors for the same risks.

19 \Vgl. IWF Artikel IV Bericht 2025, Statement of the Alternate Director (S. 76): «Current reform proposals include
increased capital requirements going beyond the scope of international peers’ implementation of Basel Ill».
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lllustration 8: Proposed TBTF regime goes beyond the strictest requlations
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Source: UBS. Example: The current regulatory treatment of foreign investments in Switzerland (dashed in
red) is slightly less strict than that in the UK, but stricter compared to the other jurisdictions and the final
Basel 3 standards. In the proposed TBTF regime (red threaded), the requlatory treatment of foreign
participation would be the strictest in Switzerland. Note: The USA has not yet implemented the final Basel
3 standards but is already severely limited in the calculation of the RWA (see Collins Amendment).

lllustration 8 shows that there are no jurisdictions competing with the Swiss financial center in which
deferred tax assets due to temporary differences (TD DTAs) are required to be deducted from
Common Equity Tier 1 capital, which is also recognized by the Federal Council.

In addition, only the UK and Canada require a full deduction for software from Common Equity Tier 1
capital. The European Banking Authority (EBA) considered the negative incentives of the approach of
completely deducting such assets from Common Equity Tier 1 capital to be inappropriate against the
background of the strategic importance of software. The EBA has therefore revised an earlier decision to
completely deduct software from Common Equity Tier 1 capital with effect from 2020. This decision was
based on a well-founded analysis. The proposed amendments to the CAO do not address such essential
facts. See section 3.2 for more information on the central TBTF requirements.

The full deduction of investments in foreign subsidiaries from Common Equity Tier 1 capital proposed
by the Federal Council also goes far beyond the EU requirements. The EU regulations stipulate that such
investments up to a 10% Common Equity Tier 1 threshold are underpinned applying a 250% risk-weight
and are not deducted. In addition, AT1 investments in subsidiaries are symmetrically deducted from AT1
capital and not from the Common Equity Tier 1 capital of the parent bank. This treatment takes into
account the risk potential and the role of AT1 instruments in a crisis better than the Federal Council's
proposal.

Compared to the EU, UK and USA, Switzerland introduced the final Basel 3 standards earlier and more
extensively on 1 January 2025. This applies in particular to the rules for calculating operational and market
risks. UBS therefore has to report around USD 50 billion higher risk-weighted assets and back it with
around USD 7 billion in capital. In addition, Switzerland has significantly higher leverage ratio
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requirements than banks in the EU and UK. The comparison of the leverage ratio requirements with US
banks must be put into perspective, because US banks contribute about 20-30% to the financing of the
economy through loans and 70-80% is financed via capital markets. This ratio is just the opposite in
Europe. In addition, U.S. banks can benefit from a very liquid capital market and can thus reduce their
balance sheets through extensive securitization. Finally, as part of the TBTF regulation, Switzerland has
also defined more extensive size surcharges than other jurisdictions. Switzerland has defined progressive
capital surcharges for the size and market share of banks, which affect the RWA and leverage ratio capital
requirements. Accordingly, UBS will have to hold around USD 9 billion more Common Equity Tier 1 capital
due to the increased size surcharges because of the emergency takeover of Credit Suisse.

Moreover, a comparison of the rules between the individual jurisdictions should not obscure the fact that
many banks benefit from significant regulatory relief, which puts the supposedly far-reaching -
requirements into perspective.

An analysis of the capital requirements of a UK G-SIB shows that, overall, even the existing Swiss
requirements are significantly stricter than the UK requirements. Despite strict formal requirements in the
UK in individual areas due to (i) lower risk weighting of market, credit and operational risks, (ii) lower
unweighted capital requirements ("leverage ratio"), and (iii) extensive simplifications in the calculation of
the leverage ratio, the capital requirement would be lower overall in real terms. All in all, this means that
despite the supposedly strict regulation in individual areas, a comparable UK G-SIB in Switzerland would
already have substantially higher capital requirements under the current regulation. This example shows
that when comparing capital requirements, it is not only the individual component (e.g. capitalization of
software) that must be considered but the capital requirements as a whole.

3.4.2. Capital measures are disproportionate

The capital regulation proposals overshadow the important discussion on fundamental improvements in
the resilience of banks and, in particular, crisis management by the bank and supervisors. The measures
proposed by the Federal Council would oblige UBS to increase its Common Equity Tier 1 capital by a
further USD 24 billion (i.e. by one third). This would mean that UBS would have to hold a total of around
USD 42 billion more CET1 capital as a result of the Credit Suisse takeover, together with the existing
statutory size surcharges. This would significantly weaken the position of UBS and the Swiss financial
center in the global competitive environment and lead to high additional costs for all parties involved.
Specifically, UBS would have to meet at least 50% higher capital requirements than its European and
US competitors. This would be in an international environment with a tendency towards deregulation.
UBS published calculations on this on 6 June 2025, immediately after the opening of the consultation
process. UBS's calculations are largely aligned with those of the experts Alvarez & Marsal commissioned
by the Federal Council.

A full deduction of foreign subsidiaries from the Common Equity Tier 1 capital (CET1) of the parent
company (Parent Bank, UBS AG) would go too far, as no crisis scenarios are conceivable in which a
simultaneous and complete write-down of all foreign subsidiaries would be necessary in going concern.
As is customary internationally and provided for in the Swiss Banking Act, the deduction should take into
account the entire Tier 1 capital, i.e. Common Equity Tier 1 capital (CET1) and Additional Tier 1 capital
(AT1). This is in line with existing law and takes into account the fact that different capital components
are available to absorb losses over a crisis continuum. According to the Capital Adequacy Ordinance, AT1
instruments are an integral part of core capital. AT1 capital serves the purpose of absorbing extraordinary
losses in a crisis. Therefore, the capital underpinning of investments in foreign subsidiaries should continue
to be based on the total Tier 1 capital (Common Equity Tier 1 and Additional Tier 1).

The Federal Council's proposals disregard the different purpose of capital for ongoing operations
(going concern) and the capital capacity required for the stabilization (recovery) and resolution
or restructuring (gone concern) of a bank. The argument that only Common Equity Tier 1 makes it
possible to overcome the crisis is not correct and also clearly contradicts the principles of the Basel
Committee. The Credit Suisse crisis has shown that AT1 instruments can absorb losses. The problem was
that they were converted into core capital too late and thus the capital was not available in time to enable
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sustainable restructuring. Significantly strengthening the effectiveness of AT1 instruments — in particular
their early conversion into core capital — will facilitate successful crisis management and stabilization of a
bank, as far-reaching stabilizing measures can and — in view of the transparency of the conversion — must
be taken in a timely manner. Thus, in the event of a crisis scenario with extreme losses, the bank would
be prepared for recapitalization by the conversion or write-down of debt capital (gone concern; bail-in
bonds).

With the consultation draft, the Federal Council has also included a study, which is intended to estimate
the cost of equity. The estimates for an additional 10 billion equity were an additional 320 million total
cost of capital. In September 2025, just 3 months later, the same author gave a new estimate that showed
the costs to be 90% lower (32 million) due to different assumptions2°. These significant differences in
estimates show both the high dependence on assumptions and that these theoretical models (i.e.
Modigliani-Miller theorem) are not suitable for application to bank balance sheets. The limitation in the
practical application of the theorem and also the large discrepancy compared to the cost of capital
published by companies is well known. Therefore, we also consider it highly problematic that such a study
should serve as an authoritative basis for estimating the cost consequences of the proposals.

lllustration 9: UBS Cost of Equity?! and leverage ratio??, Development 2012-2024
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lllustration 9 also shows that the study is out of touch with reality. The cost of equity is estimated by
analysts and is published by UBS twice a quarter. At UBS, the cost of equity has been consistently around
10% for more than 10 years i.e. 10 billion additional equity leads to 1 billion costs, or approx. 800
million net costs (after deduction of the costs for borrowed capital, which is thus replaced by additional
equity financing). This value, which can be transparently observed and proven in the market, corresponds
to a multiple of the theoretical value calculated by the study. At the same time, the long-term view shows
that despite a significant increase in capital resources over the last 10 years (e.g. UBS has doubled its
capital base in this period as measured by the leverage ratio), UBS's estimated cost of equity has not
decreased.

Companies have to measure themselves against market reality and show investors how they can exceed
the cost of equity estimated by analysts with their business model and thus generate added value for the
investor. As a consequence of additional significant regulatory costs, banks must take measures to
maintain profitability and thus also ensure their resilience. Such measures usually include cost reductions,

20 \/gl. Boni, Zimmermann (2025). The Effective Cost of Capital Buffers for UBS: A Reappraisal Based on Empirical
Research.

21 The consensus estimate from January is used before the publication of the results for the respective year, for
example, the FY24 estimate is from the consensus from January 2025.

22 The old SRB calculation methodology was used for the years 2012 and 2013, and the new SRB calculation
methodology was used from 2014.
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price increases and more restrictive lending in order to mitigate the impact of the additional capital
requirements. The borrowing costs for lending are only reduced to a limited extent by higher capital.
The marginal benefit of additional capital on financing costs decreases above a certain level and can even
develop negatively. UBS is considered a very well-capitalized bank and currently enjoys attractive financing
costs in the capital market, which is why the benefit of significantly additional capital would not be
material.

In their report, prepared for the Federal Council, Alvarez & Marsal point out various dimensions of
possible impacts, which were only selectively included in the Federal Council report. They point out,
among other things, that the corporate measures could have a negative impact on the competitive
situation and market valuation and require strategic adjustments, which in turn could have an impact on
the supply of credit, deposit rates, jobs and the Swiss economy. In addition, it is questioned whether the
additional capital would significantly reduce debt financing costs, as UBS already has a very high credit
rating.2? Finally, they point to possible macroeconomic effects due to lower tax revenues, reduced credit
supply and employment. Overall, it is not understandable why many of these valuable points were not
taken into account in the Federal Council report.

3.4.3. Impact on Swiss customers and employees

The Federal Council argues that additional capital costs would result from the deduction of the value of
the foreign subsidiaries from the Common Equity Tier 1 capital of the Parent Bank (UBS AG) and that
these costs would therefore have to be allocated exclusively to the foreign subsidiaries. Therefore,
according to the Federal Council, Swiss business should not be affected.

UBS agrees with the Federal Council that the deduction of investments in foreign subsidiaries from
Common Equity Tier 1 capital would result in significant additional capital costs. Contrary to the Federal
Council's statement, these capital costs also have a significant impact on UBS's Swiss activities.
The capital requirements must be complied with directly by the Parent Bank (UBS AG), which is domiciled
in Switzerland. While the Swiss business is conducted from within UBS Switzerland AG, this unit itself is
a subsidiary of UBS AG. The additional costs would have to be borne by UBS AG and all its subsidiaries
(i.e. the entire Group, including UBS Switzerland AG), as the additional cost of capital would have to be
generated across all units of the UBS AG Group if the risks remain the same.

This means that credit and service costs for customers would increase and the supply of credit for the
Swiss economy as a whole would become tighter. In addition, essential services offered to Swiss clients
are provided by UBS’s international subsidiaries and branches.

The report by Alvarez & Marsal, which was commissioned by the Federal Council, also concludes that
increased capital requirements could have negative effects in Switzerland, such as a lower supply of credit
as well as lower deposit rates and staff reductions, and that this will have an impact on the entire Swiss
economy. In particular, however, there are fears of harmful impacts on economic activity and consumer
sentiment in Zurich, Geneva and Basel, where most of the bank's personnel are employed (pp. 8, 43-45).
UBS represents the interests of around 30,000 employees in Switzerland and their families.

3.4.4. Impact on the Swiss financial center and economy

The Federal Council states that an increase in UBS's loan prices in Switzerland would not necessarily
increase the cost of borrowing in Switzerland as it must be assumed that such a step would lead to a
shift in market shares in the efficient, competitive Swiss credit market.

With regard to the competitive environment in Switzerland, EU banks in particular with their branches
can offer loans in Switzerland at low prices because they are subject to substantially lower capital
requirements. Following the discontinuation of Credit Suisse, branches of foreign banks are already
increasingly entering the Swiss banking market. In doing so, they enjoy much easier market access to

23 |t should be added that UBS already has one of the lowest financing costs of any G-SIBS.
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Switzerland than Swiss banks are granted in the EU. This already existing, obvious distortion of
competition would be significantly increased by the Federal Council proposal.

The Swiss economy benefits from reliable domestic service providers. Foreign competitors often
focus on certain business areas and do not show the same reliability as domestic providers. International
experience during the global financial crisis and the COVID-19 pandemic has shown that foreign banks
reduce their lending abroad or even stop their activities altogether in times of crisis. Too much reliance on
foreign actors could therefore exacerbate a credit crunch precisely when the economy needs support. The
Federal Council has also emphasized the advantages of internationally active Swiss banks for the secure
access of the real economy to essential financial services.24 In a much more uncertain world, in which
many countries are relying on greater self-sufficiency and independence in a wide range of supply, it
seems questionable to increase dependence on foreign providers in both the domestic lending business
and also in access to the international financial markets.

In addition, the credit supply in Switzerland is not completely elastic. If the supply of credit in
specific areas is reduced or made more expensive due to significantly higher capital requirements, this will
most likely lead to a price increase for all borrowers.

Since the rise in inflation and interest rates in 2022/2023, there have been signs of limited lending in
individual segments and regions, in particular due to the withdrawal of cantonal and regional banks from
business outside of the cantons and pronounced in the financing of larger investment properties. A major
reason for the credit crunch is likely to be the significant decline in bank deposits since 2022, leading to
a funding gap and thus to a subdued supply of credit and, as a result, rising loan prices.

Despite the merger of UBS and Credit Suisse and increased market concentration, the Competition -
Commission (WEKQO) continues to see effective competition, which is also reflected in the low net
interest margins of Swiss banks compared to other European countries. In addition to the existing shortage
of credit supply and the implementation of the final Basel 3 standards for lending, a further tightening of
capital requirements for systemically important banks such as UBS is therefore likely to make lending even
more expensive and further restrict supply.

UBS's strategy is based on the Swiss domestic market and the international wealth management
business, in which Switzerland has a leading position internationally, even though there are strong efforts
by competing locations to change this. Competitive regulation should allow UBS to continue to support
Swiss private households and companies with loans in the future; these currently amount to CHF 350
billion. Over the past ten years, UBS, Credit Suisse and their employees in Switzerland have also paid
around CHF 25 billion in taxes. This substantial contribution to the Swiss economy and tax revenues are
not sufficiently taken into account in the assessment of the consequences of stricter regulation.

In the context of the Swiss financial center, it is also important to take into account that value added
abroad flows back into Switzerland in the form of dividends and other benefits, and that this materially
benefits the economy as a whole. Swiss companies also benefit from comparatively low interest rates due
to higher foreign deposits. After all, UBS makes a significant contribution to the appeal of the international
financial center, from which not only other banks but also other Swiss companies can benefit.

3.4.5. Impact on the stability and strategic future of UBS

The expert report by Alvarez & Marsal, commissioned by the Federal Council, points out that "the
significant delta of capital requirements for UBS might drive an unlevelled playing field relative to peers,
potentially necessitating change in its strategy to safeguard the viability of its business model." (page 49).
This statement that a change in strategy may be needed to ensure the profitability and viability of UBS's

24 Report of the Federal Council on Banking Stability (2024, p. 18): "Large, globally oriented banks [...] also strengthen
the supply of finance to the real economy. They offer a connection to global payment transactions, currency hedging,
capital market services, export financing as well as support for company formation, IPOs and mergers. Large
international banks also offer essential services for other banks in Switzerland, such as securities custody or
international currency settlement. Internationally active Swiss banks that offer these services make the real economy
less dependent on decisions by other jurisdictions and thus protect companies' access to these services."
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business model illustrates the significant impact that such measures could have on UBS. However, it fails
to recognize that a change in strategy would most likely undermine UBS's position as the largest
international wealth manager and leading bank in Switzerland, supported by a competitive investment
bank and asset management business. UBS would be forced to fundamentally question its future as a
leading Swiss bank and global wealth manager in Switzerland.

With the Federal Council's proposed measures, every additional Swiss franc of revenue growth will be
significantly more expensive for UBS compared to international competitors. This has a massive
negative impact on profitability, which is the first buffer to compensate for losses.

The disproportionately high capital requirements according to the Federal Council's proposal may lead to
a loss of confidence among investors. Despite very good business performance and the rapid, so far
successful integration of Credit Suisse, UBS's share price has underperformed significantly worse (i.e., at
least 35% or USD 35 billion worse) compared to European and US competitors since the Federal Council
issued the Banking Stability Report in April 2024. On the one hand, this massive loss of investor support
weakens the bank's resilience, because investors are the first line of defense in good times and bad. A
prolonged period of uncertainty about potentially extreme regulatory changes strains investors' patience,
weakens the reputation of the financial center and is not in the interest of financial stability.

Low profitability weakens the ability to raise capital in a crisis. Raising capital through the issuance
of new shares is an important recovery tool that would be permanently weakened by the proposed new
rules.

lllustration 10: Development of the UBS share price compared to peers, April 2024-July 2025 (indexed)
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3.4.6. Transitional provisions

Although it is customary to grant a transitional period in the event of far-reaching regulatory adjustments,
the consultation draft does not contain any transitional periods. Our understanding is that there
should be transitional periods, but these have not yet been defined. Waiving or failing to provide adequate
transitional periods would not sufficiently consider the materiality of the tightening measures, especially
as the proposed changes to software, deferred tax assets (TD DTA) and PVA alone would destroy up to
around USD 11 billion of regulatory capital at UBS group level, which would correspond to around 15%
of capital.

According to the explanatory report on the amendment to the Banking Act and Capital Adequacy
Ordinance of 26 September, the Federal Council intends to provide for the introduction of the capital
requirements in relation to investments in foreign subsidiaries over a period of seven years.
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4. Preliminary comments on the other proposed measures (key figures)

We are happy to take the opportunity to share our initial thoughts on selected further proposed measures.
These are based on the information explained in the key parameters.

4.1. Liquidity

In principle, we support the Federal Council's proposals in the area of liquidity regulation. The
strengthening of market-based refinancing builds directly on the lessons of Credit Suisse's crisis. To this
end, the necessary legal basis must be created to make it easier for banks to convert illiquid assets into
liquid assets.

e Lender of last resort (Measure 28): The Federal Council proposes a new quantitative minimum
requirement for collateral at the level of individual institutions. A legal basis should be created for the
transfer of collateral to the SNB. This is to apply generally to the transfer of collateral and
receivables from banks to the SNB and is not to be limited to individual types of assets (e.g.
mortgages).

e Covered Bond Act (Measure 27): The Federal Council sees the advantages of a Covered Bond Act
but only wants to weigh up the advantages and disadvantages after the LoLR-related measures and
the PLB have been implemented. This is inconsistent with the lessons of Credit Suisse's collapse, which
points to an urgent need to broaden market-based sources of financing. The introduction of a covered
bond law should not be postponed, as it plays a central role in improving banks' liquidity provisions.
A covered bond law would allow the use of banks' mortgages and other assets to create liquidity, so
that banks' sources of funding would diversify and allow them to provide additional liquidity in a
crisis. Work on a covered bond law should therefore begin at the same time as the proposals for the
other liquidity measures are being prepared.

4.2. Recovery and Resolution Planning

In principle, UBS supports targeted adjustments in the area of TBTF and is in dialogue with FINMA
and SIF in order to deepen the structure and create the necessary legal framework conditions.

FINMA already has sufficient powers in the event that capital requirements are not met. At this point,
at the latest, FINMA can order strict measures, including the reduction or prohibition of dividend
payments, share buybacks and discretionary remuneration, or can order a capital increase. In addition,
FINMA already has instruments at its disposal to influence remuneration (FINMA Circular 2010/1 on
remuneration systems). The PUK report also showed that FINMA found many deficiencies, repeatedly
reprimanded the bank and called for action, but did not consistently demand it. We also believe that
FINMA would have had sufficient competence to enforce measures early and consistently.

In its annual Financial Stability Review, the SNB has not pointed out the weakness of Credit Suisse's parent
company for many years — it portrayed both major banks as being in a comparable situation. If the SNB
had pointed out that Credit Suisse AG only met the minimum requirements due to the regulatory filter
and the gradual introduction of risk-weighting of investments, market pressure would have increased on
the Board of Directors and the Executive Board of Credit Suisse to immediately adjust its strategy and
capital/risk management.

We have the following comments on the measures proposed by the Federal Council:

¢ Strengthening early intervention (Measure 22): The proposed additional protective measures, in
particular to order the execution of recovery plan options and to prevent equity or dividend
distributions and to convene a general meeting, go too far, especially since the possibility of
challenging such irreversible measures by court order with suspensive effect is restricted. It seems
important to us that not only automatic mechanisms are considered, but that measures are ordered
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according to the circumstances and in compliance with proportionality. The decision to convene a
general meeting should also remain the sole responsibility of the Board of Directors in the course of
business operations.

e Resolution plan for the Parent Bank (Measure 32): It is crucial that the central role of the Parent
Bank in the financing and risk management of the entire group is maintained. UBS's business model,
like that of many globally oriented banks, is also based on the possibility of deploying liquidity between
countries and economic areas. Such a liquidity transfer contributes to the stability of the bank and the
financial system and is ultimately the mirror of a global economy and Switzerland as a global business
location. Restrictions on internal financing flows lead to less interchangeability of financial resources,
which makes crisis management more difficult and increases the vulnerability of a banking group. The
central importance of balancing local self-reliance and interchangeability of financial resources is
recognized and crucial by regulators worldwide. Since the parent bank is also the central hub for risk
management, greater autonomy can lead not only to higher funding costs, but potentially to higher
risk management costs. The independence requirements for the parent bank and subsidiaries must
therefore be appropriate and must not make central funding of the group impossible.

4.3. Governance and compensation

e Corporate governance (Measure 1) and senior management regime (measure 2): UBS
supports measures to strengthen the individual responsibility of management and the board of
directors, according to which responsibilities are defined more clearly, combined with increased
possibilities for legal sanctions against persons who neglect their duties (Senior Manager Regime,
"SMR"). The corresponding measures must be effective and yet moderate. For example, the SMR s
to be limited to the level of the Board of Directors and Executive Board of the Group or at most a few
key positions at @ maximum of one level below. In addition, the assurance check should not be
extended to senior managers who are outside the board of directors and management. This would
de facto introduce a licensing requirement for the filling of these positions, which on the one hand
carries the risk of unnecessary bureaucracy and, on the other hand, would interfere too much with
the freedom of organization of the supervised persons.

Finally, when enshrining the applicable corporate governance rules in law, care must be taken to
ensure that the supervised institutions are not unduly restricted in the selection of suitable candidates
for the Board of Directors and Executive Board. Against this background, additional requirements for
residence and independence should be avoided.

e Compensation system (Measure 3): UBS also supports measures in the area of compensation that
serve to strengthen individual responsibility, such as the possibility of reducing deferred compensation
that has not yet been paid or reclaiming compensation already paid/paid out ("claw back"). On the
other hand, we take a critical view of FINMA's new power to intervene directly in individual
remuneration allocations. This would unnecessarily increase the complexity of implementation and,
due to the mixing of private and supervisory law, carries the risk of lengthy proceedings with unclear
responsibilities. FINMA's role should always be based on objective criteria, consist of overall
supervision of the remuneration framework/policy, and should not extend to the review of individual
decisions.
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