3 UBS

Financial Report
2000




Our Information Portfolio

This Financial Report 2000 contains our audited financial statements for the year 2000 and accom-
panying detailed analysis. It is available in English and German (SAP-80531-0101). It is supplemented
by the following documents:

Annual Review 2000
Our Annual Review provides brief descriptions of our business groups and a summary review of the
year 2000. It is available in English, German, French, Italian and Spanish (SAP-80530-0101).

Handbook 2000/2001

Our Handbook contains detailed descriptions of our business groups and other in-depth information
about UBS, including risk management and control, asset and liability management, corporate gover-
nance and our financial disclosure principals. It is available in English and German (SAP-80532-0101).
Environmental reporting: The Handbook also contains information on UBS and the environment.

Quarterly Reports
UBS provides detailed quarterly financial reporting and analysis, including comment on the progress
of its businesses and key strategic initiatives.

Our Commitment 1999/2000
The Report “Our Commitment 1999/2000” illustrates how we create value for our clients, employees,

shareholders and the community and how we meet our responsibility to all our stakeholder groups.
It is available in English, German and French (SAP-81011-0001).

Each of these reports is available on the internet at: www.ubs.com/investor-relations.

Alternatively, printed copies of these reports can be ordered, quoting the SAP number and language
preference, from: UBS AG, Information Center, CA50-XMB, P.O. Box, CH-8098 Zurich, Switzerland.

“Excellence”

As sponsor of the UBS Verbier Festival Youth Orchestra, we provide support and encour-
agement for talented young musicians from all over the world as they rise to the top

of their profession. Our Annual Review 2000 carries portraits of some of these young
musicians, who are also shown on the front cover of this document.
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Introduction

Introduction

The UBS Financial Report 2000, published for
the first time in this format, forms an essential
part of UBS’s reporting portfolio. It includes the
audited consolidated financial statements of UBS
Group for 2000 and 1999, prepared according to
International Accounting Standards and recon-
ciled to U.S. GAAP, and the audited financial
statements of the UBS Parent Bank for 2000, pre-
pared according to Swiss Banking Law require-
ments. It contains the discussion and analysis of
the results of UBS Group required for the US Se-
curities and Exchange Commission’s Form 20-F.

The UBS Financial Report 2000 is comple-
mented by another new publication, the UBS
Handbook 2000/2001, which describes the
Group’s strategy and organization, the business-
es it operates, the way it manages risk and its
arrangements for corporate governance.

In addition, UBS publishes Quarterly Finan-
cial Reports, analyzing its performance during
each quarter of the year, and an Annual Review,
which provides a brief summary of the Group
and its financial performance in 2000.

We hope that you will find the information in
these documents useful and informative. We be-
lieve that UBS is among the leaders in corporate
disclosure, but we would be very interested to
hear your views on how we might improve the
content and presentation of our information
portfolio.

Please contact UBS Investor Relations with any
enquiries:

UBS AG

Investor Relations G41B

P.O. Box, CH-8098 Zurich

Phone +41-1-234 41 00

Fax +41-1-234 34 15

E-mail SH-investorrelations@ubs.com
www.ubs.com/investor-relations
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Information for Readers

The discussion and analysis in the Group Finan-
cial Review and Review of Business Group
Performance should be read in conjunction with
the UBS Group’s consolidated financial state-
ments and the related notes, which are shown in
pages 58 to 142 of this document.

Parent Bank

Pages 147 to 154 contain the financial statements
for the UBS AG Parent Bank — the Swiss com-
pany, including branches worldwide, which owns
all the UBS Group companies, directly or indi-
rectly. Except in those pages, or where otherwise
explicitly stated, all references to “UBS” refer to
the UBS Group and not to the Parent Bank.

Accounting standards

The UBS Group’s consolidated financial state-
ments have been prepared in accordance with In-
ternational Accounting Standards (IAS). As a US
listed company, UBS provides a description in
Note 41 to its consolidated financial statements
of the significant differences which would arise
were our accounts to be presented under U.S.
GAAP, and a specific reconciliation of the two
methods of calculating shareholders’ equity and
net profit.

Unless otherwise stated, all of UBS Group’s
financial information presented in this document
is presented on a consolidated basis under IAS.

The Parent Bank’s financial statements have
been prepared in accordance with Swiss Banking
Law requirements.

All references to 2000, 1999 and 1998 refer to
the UBS Group and the Parent Bank’s fiscal years
ended 31 December 2000, 1999 and 1998, re-
spectively. The financial statements for the UBS
Group and the Parent Bank for each of these pe-
riods have been audited by Ernst & Young Ltd.,
as described in the Reports of the Independent
Auditors on pages 143 and 155.

Accounting changes and restatements
For comparative purposes, UBS Group’s 1999

and 1998 figures have been restated to conform
to the 2000 presentation, reflecting certain changes

in accounting standards and methods of presen-

tation, including

— the removal from net trading income of profit
on UBS ordinary shares held for trading pur-
poses;

— the treatment of these shares as treasury
shares, reducing both the number of shares
and the shareholders’ equity used in ratio cal-
culations;

— the reclassification of trading-related interest
and dividend revenues from net trading in-
come to net interest income; and

— the removal of the credit to net interest income
and matching debit to net trading income for
the cost of funding trading positions.

Note 1 of UBS’s consolidated financial state-
ments includes a complete explanation of these
and other accounting changes.

PaineWebber

Except where otherwise stated, all 2000 figures
for UBS Group throughout this report, include
the impact of the merger with Paine Webber
Group, Inc., which was completed on 3 Novem-
ber 2000. Under purchase accounting rules, the
results reflect PaineWebber’s income and ex-
penses for two months only, from 3 November
2000 until year end.

Restructuring provision

The 1998 merger of Swiss Bank Corporation and
Union Bank of Switzerland, which was com-
pleted on 29 June 1998, was accounted for under
the “pooling-of-interests” method of accounting.
Under the pooling-of-interests method, a single
uniform set of accounting policies was adopted
and applied retrospectively for the restatement of
comparative information.

After the merger was effected, UBS began
integrating the operations of the two banks. This
process included streamlining operations, eliminat-
ing duplicate information technology infrastruc-
ture, and consolidating banking premises. At the
time of the merger, UBS established a restructuring
provision of CHF 7 billion to cover its expected
costs associated with the integration process.

An additional pre-tax restructuring charge of
CHF 300 million in respect of the merger, repre-
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Restructuring Provision Used

For the year ended

CHF million Personnel IT  Premises Other  31.12.00 31.12.99 31.12.98
UBS Switzerland 176 32 4 16 228 916 821
UBS Asset Management 7 0 0 0 7 15 22
UBS Warburg 0 0 0 0 0 348 2,423
Corporate Center 5 31 395 33 464 565 761
Group total 188 63 399 49 699 1,844 4,027
Initial restructuring provision in 1997 7,000
Additional provision in 1999 300
Used in 1998 4,027
Used in 1999 1,844
Used in 2000 699
Total used through 31.12.2000 6,570
Restructuring provision remaining at 31.12.2000 730

senting about 4% of the original CHF 7 billion
provision, was recognized in December 1999.
The majority of the additional provision was due
to revised estimates of the cost of lease breaks and
property disposals.

UBS has now largely completed the integra-
tion and restructuring process relating to the
merger and, at 31 December 2000, had used ap-
proximately CHF 6.6 billion of the CHF 7.3 bil-
lion restructuring provision. UBS expects to have
utilized the entire provision by the end of 2001.

Significant financial events

UBS analyses its performance on a reported basis
determined in accordance with International
Accounting Standards, and on a normalized basis
which excludes from the reported amounts cer-
tain items UBS calls significant financial events.

Figures adjusted for significant financial events
are used to illustrate the underlying operational
performance of the business, insulated from the
impact of one off gains or losses outside the nor-
mal run of business. In particular, UBS’s financial
targets have been set in terms of adjusted results,
excluding significant financial events. A policy
approved by the Group Executive Board defines
which items may be classified as significant
financial events.

The use of numbers which have been adjusted
for significant financial events is restricted to
UBS’s business unit reporting and to the discus-
sion and analysis of the Group’s results and the

accompanying illustrative tables. All segmental

reporting includes tables showing both reported

figures and adjusted ones, if applicable.

All adjusted figures are clearly identified as
such, and the pre-tax amount of each individual
significant financial event is clearly disclosed, as
is the net tax benefit or loss associated with all the
significant financial events in each period.

UBS introduced the concept of significant
financial events for the first time in its 1999
Reporting, and did not define significant finan-
cial events for 1998. The comparison of results
for 1999 against 1998 therefore considers only
unadjusted figures.

Significant financial events during 1999 and
2000 are shown in the table opposite and de-
scribed in more detail below.

— During 2000, UBS recorded restructuring
charges and provisions of CHF 290 million
pre-tax relating to the integration of
PaineWebber into UBS.

— During 1999, UBS recognized pre-tax gains
of CHF 1,490 million on the sale of its 25%
stake in Swiss Life/Rentenanstalt; CHF 110
million on the disposal of Julius Baer regis-
tered shares; CHF 200 million on the sale
of its international Global Trade Finance
business; and CHF 38 million from its
residual holding in Long Term Capital Man-
agement.

— In fourth quarter 1999, UBS recognized a one-
time credit of CHF 456 million in connection
with excess pension fund employer pre-pay-
ments.
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For the year ended

CHF million 31.12.00 31.12.99

Operating income as reported 36,402 28,425
Julius Baer registered shares divestment (110)
International Global Trade Finance divestment (200)
Swiss Life / Rentenanstalt divestment (1,490)
LTCM gain (38)
Adjusted operating income 36,402 26,587

Operating expenses as reported 26,203 20,532

US Global Settlement Fund provision (150) (154)
Pension Fund accounting credit 456

UBS / SBC Restructuring provision (300)
PaineWebber integration costs (290)

Adjusted operating expenses 25,763 20,534

Adjusted operating profit before tax and minority interests 10,639 6,053

Tax expense 2,320 1,686

Tax effect of significant financial events 100 (352)
Adjusted tax expense 2,420 1,334

Minority interests (87) (54)
Adjusted net profit 8,132 4,665

" The 1999 figures have been restated to reflect retroactive changes in accounting policy arising from newly applicable International Accounting
Standards and changes in presentation (see Note 1: Summary of Significant Accounting Policies).

— In fourth quarter 1999, UBS recognized an ad-
ditional pre-tax restructuring charge of CHF
300 million in respect of the 1998 merger be-
tween Union Bank of Switzerland and Swiss
Bank Corporation.

— During 1998, UBS established a provision of
CHF 842 million in connection with the US
Global Settlement of World War II related
claims. UBS recognized additional pre-tax
provisions relating to this claim of CHF 154
million in 1999 and CHF 150 million in 2000.

Risk factors

As a global financial services firm, UBS’s busi-
nesses are affected by the external environment in
the markets in which UBS operates. In particular,
the results of UBS’s business in Switzerland, and
notably the results of its credit-related activities,
would be adversely affected by any deterioration
in the state of the Swiss economy because of the
impact this would have on UBS’s customers’
creditworthiness. More generally, global eco-
nomic and political conditions can impact UBS’s
results and financial position by affecting the de-
mand for UBS’s products and services, and the
credit quality of UBS’s borrowers and counter-

parties. Similarly, any prolonged weakness in
international securities markets would affect
UBS’s business revenues through its effect on
UBS’s clients’ investment activity and the value of
portfolios under management, which would in
turn reduce UBS’s revenues from its private bank-
ing and asset management businesses.

Competitive forces

UBS faces intense competition in all aspects of its
business. UBS competes with asset managers,
retail and commercial banks, private banking
firms, investment banking firms, brokerage firms
and other investment services firms. In addition,
the trend toward consolidation in the global fi-
nancial services industry is creating competitors
with broader ranges of product and service offer-
ings, increased access to capital, and greater effi-
ciency and pricing power.

Fluctuations in currency exchange rates and

interest rates

Because UBS prepares its accounts in Swiss
francs, changes in currency exchange rates, par-
ticularly between the Swiss franc and the US dol-
lar, may have an effect on the earnings that it
reports. UBS’s approach to managing this risk is
explained in the Currency Management section
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of the discussion of Asset and Liability Manage-
ment in the UBS Handbook 2000/2001.

In addition, changes in financial market struc-
tures can affect UBS’s earnings. For example, the
establishment of the euro during 1999 affected
foreign exchange markets in Europe by reducing
the extent of foreign exchange dealings among
member countries and generating more harmo-
nized financial products. Movements in interest
rates can also affect UBS’s results. UBS’s interest
income is affected by changes in interest rates, al-
though the precise mechanisms are complicated.
Interest rate movements can also affect UBS’s
fixed income trading portfolio and the investment
performance of its asset management businesses.
For further discussion of the effect of interest rate
changes on UBS’s business see the Interest Rate
Risk Management section of the discussion of
Asset and Liability Management in the UBS
Handbook 2000/2001.

Operational risks
UBS’s businesses are dependent on its ability to
process a large number of complex transactions

across numerous and diverse markets in different
currencies and subject to many different legal and
regulatory regimes. UBS’s systems and processes
are designed to ensure that the risks associated
with UBS’s activities are appropriately con-
trolled, but UBS recognizes that any weaknesses
in these systems could have a negative impact on
its results of operations.

As a result of these and other factors beyond
its control, UBS’s revenues and operating profit
have been and are likely to continue to be subject
to a measure of variability from period to period.
Therefore UBS’s revenues and operating profit
for any particular fiscal period may not be
indicative of sustainable results, may vary from
year to year and may impact UBS’ ability to
achieve its strategic objectives.

For a discussion of UBS’s risk management
and control procedures see the Risk Manage-
ment and Control section of the UBS Handbook
2000/2001.
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CHF million, except where indicated % change from
For the year ended 31.12.00 31.12.99' 31.12.98' 31.12.99
Income statement key figures

Operating income 36,402 28,425 22,247 28
Operating expenses 26,203 20,532 18,376 28
Operating profit before tax 10,199 7,893 3,871 29
Net profit 7,792 6,153 2,972 27
Cost / income ratio (%)? 72.2 69.9 79.2

Cost / income ratio before goodwill (%)?? 70.4 68.7 77.7

Per share data (CHF)

Basic earnings per share*”’ 19.33 15.20 7.33 27
Basic earnings per share before goodwill>#7 20.99 16.04 8.18 31
Diluted earnings per share*’” 19.04 15.07 7.20 26
Diluted earnings per share before goodwill**7 20.67 15.90 8.03 30
Return on shareholders’ equity (%)

Return on shareholders’ equity® 21.5 22.4 10.7

Return on shareholders’ equity before goodwill ** 23.4 23.6 12.0

CHF million, except where indicated % change from
As of 31.12.00 31.12.99' 31.12.98' 31.12.99
Balance sheet key figures

Total assets 1,087,552 896,556 861,282 21
Shareholders’ equity 44,833 30,608 28,794 46
Market capitalization 112,666 92,642 90,720 22
BIS capital ratios

Tier 1 (%) 11.7 10.6 9.3

Total BIS (%) 15.7 14.5 13.2

Risk-weighted assets 273,290 273,107 303,719 0
Total assets under management (CHF billion) 2,469 1,744 1,573 42
Headcount (full time equivalents)® 71,076 49,058 48,011 45
Long-term ratings

Fitch, London AAA AAA AAA

Moody’s, New York Aa1l Aal Aal

Standard & Poor’s, New York AA+ AA+ AA+

Earnings adjusted for significant financial events®

CHF million, except where indicated % change from
For the year ended 31.12.00 31.12.99' 31.12.99
Operating income 36,402 26,587 37
Operating expenses 25,763 20,534 25
Operating profit before tax 10,639 6,053 76
Net profit 8,132 4,665 74
Cost / income ratio before goodwill (%) 23 69.2 73.3

Basic earnings per share before goodwill (CHF)>*7 21.83 12.37 76
Diluted earnings per share before goodwill (CHF)3 47 21.50 12.26 75
Return on shareholders’ equity before goodwill (%)3° 24.3 18.2

' The 1999 and 1998 figures have been restated to reflect retroactive changes in accounting policy arising from newly applicable International Ac-
counting Standards and changes in presentation (see Note 1: Summary of Significant Accounting Policies). 2 Operating expenses / operating in-
come before credit loss recovery / (expense). 2 The amortization of goodwill and other intangible assets is excluded from the calculation.
4 For EPS calculation, see Note 10 to the Financial Statements. > Net profit / average shareholders’ equity excluding dividends. ¢ The Group
headcount does not include the Klinik Hirslanden AG headcount of 1,839 and 1,853 for 31 December 2000 and 31 December 1999, respectively.
71999 and 1998 share figures are restated for the two-for-one share split, effective 8 May 2000. ® Details of Significant Financial Events can be
found on pages 4 and 5.

Except where otherwise stated, all 31 December 2000 figures throughout this report include the impact of the acquisition
of PaineWebber, which occurred on 3 November 2000.
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Introduction

UBS is a global integrated investment services
firm and the leading bank in Switzerland. We are
the world’s leading provider of private banking
services and one of the largest asset managers
globally. In the investment banking and securities
businesses we are among the select bracket of
major global houses. In Switzerland we are the
clear market leader in corporate and retail bank-
ing. As an integrated group, not merely a holding
company, we create added value for clients by
drawing on the combined resources and expertise
of all our businesses.

UBS operates through three Business Groups
and its Corporate Center. The three Business
Groups are:

— UBS Switzerland, which is made up of two
business units: Private and Corporate Clients
and Private Banking;

— UBS Asset Management, which, until January
2001, consisted of two business units: Institu-
tional Asset Management and Investment
Funds/GAM; and,

— UBS Warburg, which, until January 2001, was
composed of five business units: Corporate &
Institutional Clients, UBS Capital, US Private
Clients, International Private Clients and
e-services.

Within each Business Group, business units
share senior management, infrastructure and
other resources.

A full description of UBS and its Business
Groups can be found in the UBS Handbook
2000/2001.

The financial impact on UBS of the
PaineWebber merger

Restructuring costs

UBS has incurred a total of CHF 746 million
(USD 431 million) of restructuring costs and
other one-off merger-related costs as a result of
the PaineWebber merger.

In accordance with IAS purchase accounting
rules, CHF 456 million of these costs have been
accounted for as a pre-acquisition liability of
PaineWebber and were therefore added to the
goodwill amount for the transaction.

The remaining expenses, of CHF 290 million,
were charged in fourth quarter 2000, and treated
as a significant financial event. CHF 152 million
was charged in UBS Warburg’s e-services business
unit, representing the costs of closure of tele-
phone call centers and the write-down of capital-
ized software no longer required in light of
changes in the strategy due to the PaineWebber
acquisition. CHF 106 million was charged in the
Corporate and Institutional Clients business unit,
principally covering severance and other person-
nel costs. The remaining CHF 32 million was
charged in Corporate Center.

Goodwill

The amount of goodwill and intangible assets
resulting from the merger was USD 10.0 billion,
or CHF 17.5 billion.

Within this total USD 2.7 billion relates to
identified intangible assets, including the value
of PaineWebber’s brand and infrastructure.

The goodwill and intangible assets will be
amortized over 20 years. Amortization costs
amounted to CHF 138 million in the fourth
quarter 2000.

Retention payments

As part of the merger, UBS agreed to make
retention payments to PaineWebber financial ad-
visors, senior executives, and other staff, subject
to these employees’ continued employment and
other restrictions. The value of these payments is
expected to amount to a total of USD 875 mil-
lion (CHF 1,541 million), the vast majority of
which will be paid in the form of UBS shares. The
payments will vest over periods of up to four
years from the merger. USD 76 million (CHF 128
million) was charged in fourth quarter 2000, and
approximately USD 280 million (approximately
CHF 458 million at year end 2000 exchange
rates) is expected to be charged in 2001.

Cash consideration

The cash portion of the merger consideration was
USD 6.0 billion, or CHF 10.6 billion. UBS took
advantage of the focus on the company in US
markets as a result of the PaineWebber trans-
action to make its inaugural US public offering,
issuing USD 1.5 billion of 8.622% Trust Pre-
ferred Securities on 10 October 2000.
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PaineWebber merger

At an Extraordinary General Meeting on 7 Sep-
tember 2000, UBS shareholders approved a reso-
lution to create 38 million shares of authorized
capital in connection with the PaineWebber
merger. UBS shareholders also granted the Board
of Directors a “green shoe option” giving them
the flexibility to issue some of these shares at
the time of the merger, and then to issue addi-
tional shares as required during the three months
following completion of the merger, up to the
38 million shares limit.

As announced at the completion of the
merger, 40.6 million shares were delivered to
PaineWebber shareholders as part of the merger
consideration. UBS chose to fund this amount by
issuing 12 million new ordinary shares, re-issuing
7 million shares held in Treasury and borrowing
the remaining 21.6 million ordinary shares that
were required.

On 6 November 2000, following completion
of the merger, UBS launched a new treasury share
buy-back program in Switzerland, designed
principally to repurchase shares to cover the bor-
rowings. When the program was completed on
2 March 2000, a total of 30 million shares had
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been repurchased at an average price of CHF
266. By 31 December 2000, 14.2 million shares
had been purchased through this program, and
13.8 million of them had been delivered to cover
the borrowed shares, leaving 7.8 million bor-
rowed shares still outstanding. UBS completed
the repurchase of sufficient shares to cover all the
borrowed shares on 24 January 2001, having
paid an average price of CHF 262 per share.

With no requirement to issue further shares in
connection with the PaineWebber merger, the
green shoe option lapsed. UBS has met its com-
mitment to minimize the dilution of earnings and
voting power, by keeping the final number of new
UBS shares issued as small as possible. The
weighted average number of shares in the fourth
quarter was 5% higher than if the PaineWebber
transaction had not occurred.

The Annual General Meeting on 26 April
2001 will be asked to give formal approval for
the elimination of the remaining 26 million
shares of authorized capital which were not re-
quired for the transaction. It will also be asked to
reduce the conditional capital created to cover
future exercise of options held by PaineWebber
staff from 16.3 million to the 5.6 million required
to cover the remaining outstanding options.
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RoE" annualized

UBS Group Performance against Targets

Annualized, before goodwill amortization
and adjusted for significant financial events.
Before goodwill amortization and adjusted
for significant financial events.

1999 figures are restated for the two-for-
one share split, effective 8 May 2000.
Includes Private Banking, International Private
Clients and US Private Clients.

IS

12

through double-digit average annual earnings
per share (EPS) growth, across periods of
varying market conditions.

— Through cost reduction and earnings enhance-
ment initiatives, UBS aims to reduce the
Group’s cost/income ratio to a level that com-
pares positively with best-in-class competitors.

35% For the year ended 31.12.00 31.12.99'
30%
ROE (%)
0/
5% as reported 21.5 22.4
20% before goodwill and adjusted for significant financial events? 24.3 18.2
15% Basic EPS (CHF)
10% as reported? 19.33 15.20
o before goodwill and adjusted for significant financial events?? 21.83 12.37
o
0% Cost / income ratio (%)
as reported 72.2 69.9
before goodwill and adjusted for significant financial events? 69.2 733
Basic EPS** (CHF)
7 -
6 Assets under Management
5 Net new Net new
money* money*
4 CHF billion 31.12.00 31.12.99 2000 1999
3
) UBS Group 2,469 1,744
1 UBS Switzerland
Private and Corporate Clients 440 439 0
0 Private Banking 681 671 (1) 1
UBS Asset Management
Cost/Income Ratio? Institutional Asset Management® 496 574 (67) (50)
809 Investment Funds / GAM 219 225 4 1
b
UBS Warburg
US Private Clients® 794 8
60% International Private Clients 33 36 10 4
" The 1999 figures have been restated to reflect retroactive changes in accounting policy arising from newly applicable International Accounting
40% Standards and changes in presentation (see Note 1: Summary of Significant Accounting Policies).  ? The amortization of goodwill and other
intangible assets is excluded from the calculation.  * 1999 share figures are restated for the two-for-one share split, effective 8 May 2000.
* Excludes interest and dividend income.  ® Includes non-institutional assets also reported in the Investment Funds / GAM business unit. ¢ Client
20% Assets were CHF 890 billion at 3 November 2000.
0%
Net New Money, Group results 2000 — UBS aims to achieve a clear growth trend
Private Client Units* in net new money in its private client busi-
; (CHF bn) Group targets nesses.
7 UBS focuses on four key performance targets, The first three targets are all measured pre-
5 designed to drive us to deliver continually im- goodwill amortization, and adjusted for signifi-
;‘ proving returns to our shareholders. cant financial events.
2 — UBS seeks to achieve a sustainable, after-tax Adjusted for significant financial events, our
é return on equity of 15-20%, across periods of  pre-goodwill return on equity for the year 2000
-l varying market conditions. was 24.3%, clearly above our target range of
-2 . . . . .
3 — UBS aims to increase shareholder value 15-20%. Pre-goodwill earnings per share, again
4 L

on an adjusted basis, were CHF 21.83 in 2000,
representing an increase of 76% over 1999, well
in excess of our target of double-digit growth
over the cycle. Continued focus on cost control
has brought the pre-goodwill cost/income ratio,
adjusted for significant financial events, down to
69.2% in 2000, from 73.3% in 1999.



Net new money in the private client business-
es (Private Banking, US Private Clients and Inter-
national Private Clients) was CHF 18 billion for
the year, compared to CHF 4 billion in 1999, and
including CHF 8 billion of net new money in
PaineWebber in only two months. PaineWebber’s
net new money growth since completion of the
merger demonstrates the strength of its franchise
and the momentum that it brings to UBS’s asset
gathering performance.

Net profit

Full year net profit was CHF 7,792 million, up
27% from the CHF 6,153 million reported in
1999. When adjusted for significant financial
events, net profit for 2000 was CHF 8,132 mil-
lion, up 74% from the CHF 4,665 million
achieved in 1999. These results reflect the very
strong and consistent performance recorded by
the Group in every quarter of 2000.

Operating income and expense includes in-
come and expense of the former PaineWebber
businesses from 3 November 2000, the date of
the completion of the merger with PaineWebber.

Operating income

Total operating income increased 28% from
1999, to CHF 36,402 million, from CHF 28,425

Net Interest Income
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million. Adjusted for significant financial events,
total operating income increased 37%, to CHF
36,402 million, from CHF 26,587 million in
1999. This strong performance relative to 1999,
was driven by excellent trading results, improved
credit conditions in the Swiss market, much high-
er fee and commission income, and a successful
year for the Group’s investment banking busi-
ness.

The principal significant financial events af-
fecting the income comparison were from the
one-off sales of businesses and investments in
1999, including pre-tax gains of CHF 1,490 mil-
lion on the sale of UBS’s 25% stake in Swiss Life/
Rentenanstalt and CHF 110 million on the dis-
posal of Julius Baer registered shares, recorded in
Net gains from disposal of associates and sub-
sidiaries, and CHF 200 million on the sale of
UBS’s international Global Trade Finance busi-
ness, which was recorded in Other income. In
addition UBS recognized a CHF 38 million gain
in 1999 from its residual holdings in Long Term
Capital Management, L.P., which was also
recorded in Other income.

Net interest income before credit loss increased
by CHF 2,221 million, or 38%, from CHF 5,909
million in 1999 to CHF 8,130 million in 2000.
This was principally the result of much stronger

CHF million % change from

For the year ended 31.12.00 31.12.99" 31.12.98" 31.12.99

Interest income

Interest earned on loans and advances to banks 5,615 6,105 7,687 (8)
Interest earned on loans and advances to customers 14,692 12,077 14,111 22

Interest from finance leasing 36 49 60 (27)
Interest earned on securities borrowed and

reverse repurchase agreements 19,088 11,422 10,380 67

Interest and dividend income from financial investments 202 160 372 26

Interest and dividend income from trading portfolio 11,842 5,598 3,901 112

Other 270 193 931 40

Total 51,745 35,604 37,442 45

Interest expense

Interest on amounts due to banks 6,155 5,515 8,205 12

Interest on amounts due to customers 9,505 8,330 9,890 14

Interest on securities lent and repurchase agreements 14,915 8,446 7,543 77

Interest and dividend expense from trading portfolio 5,309 2,070 1,741 156

Interest on medium and long term debt 7,731 5,334 5,045 45

Total 43,615 29,695 32,424 47

Net interest income 8,130 5,909 5,018 38

' The 1999 and 1998 figures have been restated to reflect retroactive changes in accounting policy arising from newly applicable International
Accounting Standards and changes in presentation (see Note 1: Summary of Significant Accounting Policies).
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Net Fee and Commission Income

CHF million % change from

For the year ended 31.12.00 31.12.99 31.12.98 31.12.99

Credit-related fees and commissions 310 372 559 17)
Security trading and investment activity fees

Underwriting fees' 1,434 905 1,122 58

Corporate finance fees' 1,772 1,298 1,016 37

Brokerage fees 5,792 3,934 3,670 47

Investment fund fees 2,821 1,915 1,778 47

Fiduciary fees 351 317 349 1

Custodian fees 1,439 1,583 1,386 9)
Portfolio and other management and advisory fees' 3,677 2,612 2,891 41

Other 50 57 110 (12)
Total 17,336 12,621 12,322 37

Commission income from other services 802 765 776 5
Total fee and commission income 18,448 13,758 13,657 34
Fee and commission expense

Brokerage fees paid 1,084 795 704 36
Other 661 356 327 86
Total 1,745 1,151 1,031 52

Net fee and commission income 16,703 12,607 12,626 32

'In prior periods, Corporate finance related advisory fees were included in Portfolio and other management and advisory fees. These fees are now
reported in the new disclosure line Corporate finance fees together with merger and acquisition fees which were previously reported in
Underwriting and corporate finance fees. All previous periods have been restated accordingly.

trading-related performance, as a result of buoy-
ant markets, and the return of the balance sheet to
more normal proportions after the contraction
implemented as part of the Group’s precautions
against potential Year 2000 related problems.

Net interest income from loans and advances
to banks and amounts due to banks fell from CHF
590 million in 1999 to a net expense of CHF 540
million in 2000 due to increased average liabilities
as UBS used its unsecured funding power to take
advantage of opportunities for investments in low
risk assets such as collateralized lending. Net in-
terst income from collateralized lending — repos,
reverse repos, securities borrowing and lending —
increased 40%, or CHF 1,197 million to CHF
4,173 million in 2000.

Interest paid on medium and long term debt
(including commercial paper) increased 45% or
CHEF 2,397 million from CHF 5,334 millionin 1999
to CHF 7,731 million in 2000 as interest rates
rose and UBS’s funding requirements increased,
due to balance sheet growth in more active mar-
kets. UBS also changed the mix of its debt to in-
clude a higher proportion of short-term financing.

Credit loss expense. As a result of the signifi-
cant recovery of the Swiss economy in 2000 and

especially its effect on the real estate and con-
struction markets, UBS was able to write back
CHEF 695 million of credit loss provisions in UBS
Switzerland in 2000. These write-backs were off-
set by additional provisions for the UBS Warburg
portfolio of CHF 565 million, leading to an over-
all net credit recovery of CHF 130 million for
2000, compared to an expense of CHF 956 mil-
lion in 1999.

Net fee and commission income increased by
CHEF 4,096 million, or 32%, from CHF 12,607
million in 1999 to CHF 16,703 million in 2000.
This was principally the result of high levels of
brokerage fees, due to increased client activity in
strong markets, especially in the first quarter of
2000, and the addition of PaineWebber. In addi-
tion, two other new businesses, Global Asset
Management (GAM), acquired at the end of
1999, and O’Connor, created in June 2000, con-
tributed to the increase, as did the strong per-
formance of UBS’s investment banking business
during 2000.

Credit-related fees and commissions decreased
CHF 62 million in 2000 mainly as a result of the
sale of UBS’s international Global Trade Finance
business in 1999.



Underwriting fees increased by 58% over
1999 with strong results in both fixed income and
equity underwriting, despite UBS’s relatively
limited involvement in the Technology, Media
and Telecoms (TMT) sector, which led to lower
equity league table rankings in 2000 than in
1999. Corporate Finance fees grew 37%, or CHF
474 million, from CHF 1,298 million in 1999 to
CHF 1,772 million in 2000, reflecting good re-
sults in Europe and a strong performance in
Mergers and Acquisitions, where our league table
rankings improved compared to 1999.

Net brokerage fees were 50% higher in 2000
than in 1999 as a result of high levels of client
activity in the exuberant markets of the early part
of the year, and the inclusion of two months of
results from PaineWebber. The increase of 47% in
Investment fund fees from 1999 to 2000 resulted
from higher average volumes in 2000 and a shift in
the product mix, with a higher proportion of as-
sets under management invested in higher margin
equity funds. In addition, Investment fund fees in
2000 benefited from the inclusion of GAM and
in the last two
months. Custodian fees and portfolio and other

PaineWebber’s contribution

management and advisory fees increased by a total
of CHF 921 million, or 22%, from 1999, due to
higher asset-related fees in 2000 and the inclusion
of PaineWebber and the new O’Connor business.

Net trading income increased CHF 2,234 mil-
lion, or 29%, to CHF 9,953 million for 2000,
compared to CHF 7,719 million for 1999, driv-
en by strong growth in equity trading income as
a result of increased global market activity, espe-
cially in the first quarter of 2000, and the in-
creasing strength of UBS Warburg’s secondary
client franchise.

Net trading income from foreign exchange
increased CHF 179 million, or 16%, from 1999
to 2000 despite difficult trading conditions at the

Net Trading Income
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start of the year, with lower levels of market
activity and narrowing margins on derivative
products, compared to 1999.

This income statement line does not fully
capture the revenues of UBS Group’s foreign
exchange business, which is amongst the largest in
the world. The revenues generated by all business
areas of the UBS Group from sales and trading of
foreign exchange, precious metals, and banknotes
products in 2000 were CHF 1,519 million as
compared to CHF 1,155 million in 1999.

Net trading income from fixed income de-
creased CHF 1,691 million, or 65%, from CHF
2,603 million in 1999 to CHF 912 million in
2000. Fixed income net trading income does not
reflect the full picture of trading-related income
in the Fixed Income business, which also includes
a considerable contribution from coupon in-
come, which is managed as an integral part of the
trading portfolio and is reported as part of net in-
terest income. The relative revenue contributions
of mark-to-market gains, coupon income and
other factors are somewhat volatile, because they
depend on trading strategies and the instrument
composition of the portfolio. In 2000, while fixed
income trading income fell, net coupon income,
which is reported in net interest income, rose
from CHF 2,918 million to CHF 5,545 million.

Net trading income from equities increased
CHF 3,746 million, or 93%, from 1999 to 2000.
Positive markets led to an exceptionally good
first quarter of 2000, with record client volumes.
Performance in subsequent quarters of 2000 fell
slightly in more varied market conditions, but
was still well ahead of the same periods in 1999.

Net gains from disposal of associates and sub-
sidiaries fell 95% from CHF 1,821 million to
CHF 83 million. 1999 included gains from the
sales of our holdings in SwissLife/Rentenanstalt
and Julius Baer registered shares.

CHF million % change from
For the year end