Supplement No. 3 pursuant to the Financial Instruments Trading Act (SFS 1991:980)
chapter 2 section 34

Dated 29 August 2018 to the Base Prospectus of UBS AG, [London] [Jersey] [Branch], dated
1 March 2018,

in relation to Securities.

The Base Prospectus was approved and registered by the Swedish Financial Supervisory
Authority (“SFSA"). Registration number at the SFSA is 18-1611. This Supplement is a part of
the Base Prospectus and shall be read in conjunction with the Base Prospectus and the
previous supplements.

Supplement No. 1 was approved by the SFSA on 6 April 2018. The Supplement was published
by UBS AG on 6 April 2018. Registration number at the SFSA is 18-6245.

Supplement No. 2 was approved by the SFSA on 25 May 2018. The Supplement was
published by UBS AG on 25 May 2018. Registration number at the SFSA is 18-9427.

This Supplement No. 3 was approved by the SFSA on 29 August 2018. This Supplement was
published by UBS AG on 29 August 2018. Registration number at the SFSA is 18-15274.




This supplement serves as update to the Base Prospectus in connection to the following
occurrence:

Upgrade of UBS AG’s long-term senior debt rating from Moody’s on 18 June 2018 and publication
of the second quarter 2018 financial report as per 30 June 2018 of UBS Group AG on
24 July 2018 and of UBS AG on 27 July 2018.

In the course of supplementing the Base Prospectus, as mentioned above, UBS AG has also taken
the occasion to update in this Supplement certain updated information that has become available
after the date of the Base Prospectus.

The attention of the investors is in particular drawn to the following: Investors who have
already agreed to purchase or subscribe for the Securities before this supplement is
published have, pursuant to the Financial Instruments Trading Act (SFS 1991:980) chapter
2 section 34, the right, exercisable within a time limit of two working days after the
publication of this supplement, to withdraw their acceptances, provided that the new
circumstances or the incorrectness causing the supplement occurred before the closing of
the public offering and before the delivery of the securities. This means that the last day
to withdrawal is before close of business on 31 August 2018. A withdrawal, if any, of an
order must be communicated in writing to the Issuer at its registered office specified in
the address list hereof.
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In relation to the Base Prospectus referred to above, the following adjustments have been
made:

In the section "C. RISK FACTORS” the following changes are made:

In the section “1. Issuer specific Risks” in the paragraph headed “Substantial
changes in the regulation of UBS's businesses may adversely affect its business and
UBS's ability to execute its strategic plans” the fourth last subparagraph (starting
with “The Swiss Banking Act...") is completely replaced as follows:

“The Swiss Banking Act and implementing ordinances provide FINMA with significant
powers to intervene in order to prevent a failure of, or to resolve, a failing financial
institution. FINMA has considerable discretion in determining whether, when, or in what
manner to exercise such powers. In case of a threatened insolvency, FINMA may impose
more onerous requirements on UBS, including restrictions on the payment of dividends and
interest. FINMA could also require UBS, directly or indirectly, for example, to alter its legal
structure, including by separating lines of business into dedicated entities, with limitations on
intra-Group funding and certain guarantees, or to further reduce business risk levels in some
manner. FINMA also has the ability to write down or convert into common equity the capital
instruments and other liabilities of UBS Group AG, UBS AG and UBS Switzerland AG in
connection with a resolution. Refer to “If UBS experiences financial difficulties, FINMA has
the power to open restructuring or liquidation proceedings or impose protective measures in
relation to UBS Group AG, UBS AG or UBS Switzerland AG, and such proceedings or
measures may have a material adverse effect on UBS's shareholders and creditors” below."”

In the section “1. Issuer specific Risks" the paragraph headed "UK withdrawal from
the EU" is completely replaced as follows:

“UK withdrawal from the EU

Although negotiations between the UK and the EU over the transition continue, UBS expects
that the UK will leave the EU in March 2019, and that any transition arrangements will be
agreed to only relatively close to the exit date. Given the continuing uncertainty on transition
arrangements and the potential future restrictions on providing financial services into the EU
from the UK, UBS has commenced the process of seeking regulatory approvals for the
merger of UBS Limited, UBS's UK-headquartered subsidiary, into UBS Europe SE, UBS's
German-headquartered European bank. UBS expects to complete the merger prior to the UK
leaving the EU. Following completion of the merger, UBS expects that UBS Europe SE will
become subject to direct supervision by the European Central Bank.

As reported in the Annual Report 2017, certain clients and other counterparties of UBS
Limited would become clients or counterparties of UBS Europe SE through the planned
merger of the two entities. During the third quarter of 2018, UBS expects to commence a
business transfer proceeding in the UK to facilitate the transfer of client business in
connection with the merger. UBS also expects to commence German merger proceedings in
the same timeframe.

UBS anticipates that clients of UBS Limited who can be serviced by UBS AG, London Branch
would generally be migrated to UBS AG, London Branch prior to this merger. In connection
with the merger of UBS Limited into UBS Europe SE, some staff will be relocated, although
the number of staff and roles have not yet been finally determined. UBS also expects to
increase the capitalization of UBS Europe SE, primarily through internal subordinated debt
issuance, to reflect the additional activities it would acquire. The timing and extent of the
actions UBS takes may vary considerably from its current plan depending on regulatory
requirements and the nature of any transition or successor agreements between the UK and
the EU.”



In the section “1. Issuer specific Risks" another risk factor is added at the end of the
section:

“Risks related to "benchmarks"

Since April 2013, the U.K. Financial Conduct Authority ("FCA") has regulated the London
Interbank Offered Rates ("LIBOR") and regulators in other jurisdictions have increased
oversight of other interbank offered rates ("IBORs") and similar "benchmark" rates. Efforts
to transition from IBORs to alternative benchmark rates are under way in several jurisdictions.
The FCA announced in July 2017 that it will not continue beyond 2021 to regulate LIBOR or
take other actions to sustain LIBOR, and urged users to plan the transition to alternative
reference rates. As a result, there can be no guarantee that LIBOR will be determined after
2021 on the same basis at present, if at all.

In April 2017, the Working Group on Sterling Risk-Free Reference Rates selected the Sterling
Overnight Index Average as the recommended British pound risk-free rate. In the US, the
Alternative Reference Rates Committee has recommended a broad Treasuries repo financing
rate as the new US dollar secured risk-free rate, which is expected to be available in 2018.
The Federal Reserve Bank of New York has launched a consultation on the construction of
this and two other Treasury repurchase agreement-derived rates. The European Central Bank
("ECB") has also announced its decision to develop, before 2020, a euro unsecured
overnight interest rate based on transaction data already reported to the ECB by banks. The
working group on euro risk-free rates, led by the ECB, released a consultation in June 2018
aiming to assess the potential advantages and disadvantages of three euro risk-free rates,
which could replace the Euro OverNight Index Average (EONIA) as of 2020. In July 2018, the
International Swaps and Derivatives Association launched a market-wide consultation on
technical issues related to new benchmark fallbacks for derivatives contracts that reference
certain IBORs. At this time, it is not possible to predict the effect of any such changes, any
establishment of alternative reference rates or any other reforms to IBORs that may be
implemented in the United Kingdom or elsewhere. UBS has significant contractual rights and
obligations referenced to IBOR benchmarks. Discontinuance of, or changes to, benchmark
rates as a result of these developments or other initiatives or investigations, as well as
uncertainty as to the timing and manner of implementation of such changes or
discontinuance, may require adjustments to agreements by UBS, its clients and other market
participants, as well as to UBS's systems and processes.”

In the section “2. Security specific Risks”, the subsection entitled “6. UBS has
announced its intention to make certain structural changes in light of regulatory
trends and requirements and the Conditions of the Securities do not contain any
restrictions on the Issuer's or UBS's ability to restructure its business” is completely
replaced as follows:

“6. UBS has announced its intention to make certain structural changes in light of
regulatory trends and requirements and the Conditions of the Securities do not
contain any restrictions on the Issuer's or UBS's ability to restructure its business

In 2014, UBS began adapting its legal entity structure to improve the resolvability of the
Group in response to too big to fail requirements in Switzerland and recovery and resolution
regulation in other countries in which the Group operates. In December 2014, UBS Group
AG became the holding company of the Group.

In 2015, UBS AG transferred its Personal & Corporate Banking and Wealth Management
businesses booked in Switzerland to the newly established UBS Switzerland AG, a banking
subsidiary of UBS AG in Switzerland, and UBS implemented a more self-sufficient business
and operating model for UBS Limited, UBS's investment banking subsidiary in the UK. In
2016, UBS Americas Holding LLC was designated as the intermediate holding company for
UBS's US subsidiaries and UBS merged its Wealth Management subsidiaries in various
European countries into UBS Europe SE. Additionally, UBS transferred the majority of Asset
Management’s operating subsidiaries to UBS Asset Management AG.



UBS Business Solutions AG, a wholly owned subsidiary of UBS Group AG, was established in
2015 and acts as the Group service company. In 2017, UBS's shared services functions in
Switzerland and the UK were transferred from UBS AG to UBS Business Solutions AG. UBS
also completed the transfer of shared services functions in the US to its US service company,
UBS Business Solutions US LLC, a wholly owned subsidiary of UBS Americas Holding LLC.

Given the continuing uncertainty on transition arrangements between the UK and the EU
and the potential future restrictions on providing financial services into the EU from the UK,
UBS has commenced the process of seeking regulatory approvals for the merger of UBS
Limited into UBS Europe SE, UBS's German-headquartered European bank. During the third
quarter of 2018, UBS expects to commence a business transfer proceeding in the UK to
facilitate the transfer of client business in connection with the merger. UBS also expects to
commence German merger proceedings in the same timeframe. The timing and extent of
the actions UBS takes may vary considerably from its current plan depending on regulatory
requirements and the nature of any transition or successor agreements between the UK and
the EU.

Following the announcement by the China Securities Regulatory Commission that foreign
investors will be permitted to increase their ownership percentages in China affiliates to a
cap of 51%, and may be allowed to increase their ownership up to 100% in 2021, UBS
submitted in May 2018 a preliminary application to increase the shareholding in its China
affiliate, UBS Securities Co. Limited, from 24.99% to 51%. The transaction is subject to
completion of a share purchase from existing shareholders and regulatory approval.

UBS continues to consider further changes to the Group's legal structure in response to
regulatory requirements and other external developments. Such changes may include further
consolidation of operating subsidiaries in the EU, and adjustments to the booking entity or
location of products and services.

The Conditions of the Securities contain no restrictions on change of control events or
structural changes, such as consolidations or mergers or demergers of the Issuer or the sale,
assignment, spin-off, contribution, distribution, transfer or other disposal of all or any
portion of the lIssuer's or its subsidiaries' properties or assets in connection with the
announced changes to its legal structure or otherwise and no event of default, requirement
to repurchase the Securities or other event will be triggered under the Conditions of the
Securities as a result of such changes. There is the risk that such changes, should they occur,
would adversely affect the credit rating of the Issuer and/or increase the likelihood of the
occurrence of an event of default. Such changes, should they occur, may adversely affect the
Issuer's ability to redeem or pay interest on the Securities and/or lead to circumstances in
which the Issuer may elect to cancel such interest (if applicable).”

In the section "I. INFORMATION ABOUT UBS AG" the following changes are made:

In the section “1. General Information on UBS AG” the second, third and fourth
paragraph is completely replaced by the following text:

“On 30 June 2018, UBS Group's common equity tier 1 ("CET1") capital ratio was 13.4%,
the CET1 leverage ratio was 3.75%, the total loss-absorbing capacity ratio was 32.3% on a
fully applied basis, and the total loss-absorbing capacity leverage ratio was 9.0% on a fully
applied basis." On the same date, invested assets stood at CHF 3,242 billion, equity
attributable to shareholders was CHF 50,774 million and market capitalisation was CHF
59,072 million. On the same date, UBS employed 63,684 people?.

On 30 June 2018, UBS AG consolidated CET1 capital ratio was 13.4%, the CET1 leverage
ratio was 3.73%, the total loss-absorbing capacity ratio was 31.7% on a fully applied basis,
and the total loss-absorbing capacity leverage ratio was 8.8% on a fully applied basis.” On

All figures based on the Basel Ill framework as applicable to Swiss systemically relevant banks. Refer to the "Capital
management" section of the Annual Report 2017, the UBS Group Second Quarter 2018 Report and the UBS AG
Second Quarter 2018 Report, as defined herein, for more information.

Full-time equivalents.



the same date, invested assets stood at CHF 3,242 billion and equity attributable to UBS AG
shareholders was CHF 49,961 million. On the same date, UBS AG Group employed 46,597
people?.

The rating agencies S&P Global Ratings Europe Limited ("Standard & Poor's"), Moody's
Deutschland GmbH ("Moody's"), Fitch Ratings Limited ("Fitch Ratings"), and Scope
Ratings GmbH ("Scope Ratings") have published solicited credit ratings reflecting their
assessment of the creditworthiness of UBS AG, i.e. its ability to fulfil in a timely manner
payment obligations, such as principal or interest payments on long-term loans, also known
as debt servicing. The ratings from Fitch Ratings, Standard & Poor's and Scope Ratings may
be attributed a plus or minus sign, and those from Moody's a number. These supplementary
attributes indicate the relative position within the respective rating class. UBS AG has a long-
term counterparty credit rating of A+ (outlook: stable) from Standard & Poor's, long-term
senior debt rating of Aa3 (outlook: stable) from Moody's, long-term issuer default rating of
AA- (outlook: stable) from Fitch Ratings and issuer rating of AA- (outlook: stable) from Scope
Ratings.”

In the section “1. General Information on UBS AG"” the table containing the
overview of the rating classes is completely replaced as follows:

"

Issuer Rating

The safest, most stable and
sustainable risk
Highest credit quality | AAA characteristics across the
credit spectrum, extremely
strong financial and
business fundamentals

Extremely strong capacity to meet
financial commitments

Very strong and well-
AA rounded business
franchises, as well as

Very strong capacity to meet financial Very  high  credit

commitments quality viable, well-tested and
AA- sustainable business
models
Attractive franchises,
A+ although in some instances

some areas of activity in
the business mix may be
less  convincing  than
others, potentially
situations ~ of  weaker
High credit quality macroeconomic factors
affecting some  banks'’
performance, but overall
viability is not threatened,
as this relative weakness is
well mitigated by good
financial fundamentals,
reliable management and
risk-averse strategies

Strong capacity to meet its financial
commitments

Adequate capacity to meet its
financial commitments

Good credit quality BBB+ For some banks in the BBB
range, macroeconomic




weakness affects
performance, Overall
prudential  metrics  are
acceptable and risks are
generally well managed
and currently under
control, Some institutions
BBB- at the lower end of the
BBB range may remain
anchored in challenged

BBB

franchises

BB+
Less A mix of intrinsic weakness
Yulnerable BB of several key risk
in the near : indicators — asset quality,
term  than Speculative revenue generation and/or
other lower- BB- prudential metrics - and
ratgd stressed  macroeconomic
obligors factors

B+
More Generally affected by weak
vulnerable . : B financial and  business
than  the Highly speculative metrics, likely accompanied
obligors B- by borderline prudential

rated 'BB'

metrics

Substantial credit risk | CCC

Severely eroded financial

Very high levels of cc metrics, very  possibly
credit risk inadequate prudential
indicators, potentially can
Currently no longer pursue business
vulnerable activites as a going
Exceptionally high concern, range may be
Significant speculative lewals 6F aresli ik @ very close to or already are
characteristics in resolution, or close to
insolvency proceedings for
non-resolvable banks
Currently
highly Restricted default
vulnerable
Under regulatory supervision Default D Defalltlike'event

Selective Default

Default

In the section “1. General Information on UBS AG” the subsection “Share Capital” is
completely replaced by the following text:

“Share Capital

As reflected in its Articles of Association most recently registered with the Commercial
Register of Zurich and the Commercial Register of Basel-City, UBS AG has (i) fully paid and
issued share capital of CHF 385,840,846.60, divided into 3,858,408,466 registered shares
with a par value of CHF 0.10 each (article 4), and (i) conditional capital in the amount of
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CHF 38,000,000, comprising 380,000,000 registered shares with a par value of CHF 0.10
each that can be issued upon the voluntary or mandatory exercise of conversion rights
and/or warrants (article 4a).”

In the section "2. Business Overview” the paragraph entitled “Recent
Developments” is completely replaced as follows:

“Recent Developments
1. UBS AG consolidated key figures

UBS AG derived the selected consolidated financial information included in the table below
for the years ended 31 December 2017, 2016 and 2015 from the Annual Report 2017,
which contains the audited consolidated financial statements of UBS AG, as well as
additional unaudited consolidated financial information, for the year ended 31 December
2017 and comparative figures for the years ended 31 December 2016 and 2015. The
selected consolidated financial information included in the table below for the six months
ended 30 June 2018 and 30 June 2017 was derived from the UBS AG second quarter 2018
report, published on 27 July 2018 (“UBS AG Second Quarter 2018 Report”), which
contains the UBS AG interim consolidated financial statements (unaudited), as well as
additional unaudited consolidated financial information, for the six months ended 30 June
2018 and comparative figures for the six months ended 30 June 2017.

The consolidated financial statements were prepared in accordance with International
Financial Reporting Standards ("IFRS") issued by the International Accounting Standards
Board ("IASB") and are stated in Swiss francs ("CHF"). Information for the years ended
31 December 2017, 2016 and 2015 which is indicated as being unaudited in the table
below was included in the Annual Report 2017, but has not been audited on the basis that
the respective disclosures are not required under IFRS, and therefore are not part of the
audited financial statements. The Annual Report 2017 (to the extent indicated in the section
"L. General Information — 7. Documents incorporated by Reference" of this Base Prospectus)
and the UBS AG Second Quarter 2018 Report are incorporated by reference herein.

The section “Measurement of performance” of the Annual Report 2017 contains an
explanation of the use by UBS Group AG of the information contained under the heading
"“Key performance indicators” in the table below and the definitions of each of these key
performance indicators. Refer also to the respective footnotes for information on the
definition and the reason for the use of these key performance indicators, except those
disclosed in accordance with applicable legislation, and of the metrics under the heading
" Additional information - Profitability" in the table below.

Prospective investors should read the whole of this Prospectus and the information
incorporated by reference herein and should not rely solely on the summarized information
set out below:

As of or for the six months As of or for the year ended

ended _

CHF million, except where indicated 30618 306.17 311217 311216 - 311215
unaudited audited, except where indicated

Results _ -
Operating income 15,464 28,421 : 30,605
Operating expenses 12,128 25,198
Operating profit / (loss) before tax 3,336 5,407
Net profit / (loss) attributable to shareholders 2,553 6,235

Key performance indicators




Profitability and growth

Cost / income ratio (%) 2

Net profit growth (%) 3

Resources

Common equity tier 1 capital ratio (%) #° 13.4

Common equity tier 1 leverage ratio (%) © 3.73

Going concern leverage ratio (%) 7-8 4.5

Additional information

Profitability

Return on equity (%) ° 101

Resources

Total assets 945,296 891,763 916,363 935,353 . 943256
Equity attributable to shareholders 49,961 50,718 53662 @ 5 5248
Common equity tier 1 capital ® 33,686 33,240 32,447 32,042
R.i;k_v\;éigh{éd a.;SEtS..; ............... H 251648 2 36:.606; ........ 223232* : 208186*
c-;";)ingmconéém {apit;j rat..i.;) (0/;; — | 162 A S %..5-6; ............ 1 6-3...;
Total loss-absorbing capacity ratio (%) & 31.7 31.4* 29.6* L
L(;veraée ra.;io (:l.énor;ina{(")r 2 - 903,467 8871 89; ....... 870942* 898,251*
Total loss-absorbing capacity leverage ratio (%) & 8.8 8.1 8.4* 7.6* G
Other

Iﬁ..\./est.e...d as.;ets (..&HF...E”“(;.H) e 3242 S 2’5.” ............ 3 .‘175 .......... 281 . Yo
Personnel (full-time equivalents) © aes97 48476 46,009+ 56208 58,131

* unaudited

" Net profit attributable to shareholders before amortization and impairment of goodwill and intangible assets (annualized as applicable)
/ average equity attributable to shareholders less average goodwill and intangible assets. This metric provides information on the
profitability of the business in relation to tangible equity.

2 Operating expenses / operating income before credit loss (expense) or recovery. This metric provides information on the efficiency of
the business by comparing operating expenses with gross income.

3 Change in net profit attributable to shareholders from continuing operations between current and comparison periods / net profit
attributable to shareholders from continuing operations of comparison period. This metric provides information on profit growth in
comparison with prior period.

4 Common equity tier 1 capital / risk-weighted assets.

5Based on the Basel lll framework as applicable to Swiss systemically relevant banks (“SRB").

6 Common equity tier 1 capital / leverage ratio denominator. Calculated in accordance with Swiss SRB rules applicable as of 1 January
2020.

7Total going concern capital / leverage ratio denominator.

8 Based on the Swiss SRB rules applicable as of 1 January 2020 that became effective on 1 July 2016. Figures for prior periods are not
available.

? Net profit attributable to shareholders (annualized as applicable) / average equity attributable to shareholders. This metric provides
information on the profitability of the business in relation to equity.

10 Operating income before credit loss (annualized as applicable) / average fully applied risk-weighted assets. This metric provides
information on the revenues of the business in relation to risk-weighted assets.

11 Operating income before credit loss (annualized as applicable) / average fully applied leverage ratio denominator. From 31 December
2015 onward, the leverage ratio denominator calculation is aligned with the Basel Il rules. For periods prior to 31 December 2015 the
leverage ratio denominator is calculated in accordance with former Swiss SRB rules. Therefore the figure for the period ended on 31
December 2015 is not presented as it is not available on a fully comparable basis. This metric provides information on the revenues of
the business in relation to leverage ratio denominator.

12 From 31 December 2015 onward, the leverage ratio denominator calculation is aligned with the Basel Ill rules.

3Includes invested assets for Personal & Corporate Banking.
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2. Accounting, Requlatory and legal developments

Adoption of [FRS 9

Effective 1 January 2018, UBS adopted IFRS 9, Financial Instruments. The adoption of IFRS 9
has resulted in changes to the classification and measurement of certain financial
instruments, which have been applied prospectively from 1 January 2018.

Swiss Parliament adopts FinSA and FinlA

In June 2018, the Swiss Parliament adopted the Financial Services Act ("FinSA") and the
Financial Institutions Act ("FinlA"). Entry into force of both laws will likely be in January
2020 with various transition periods. FinSA addresses many of the investor protection topics
covered in the Markets in Financial Instruments Directive I, Packaged Retail and Insurance-
based Investment Products Regulation and the European Union ("EU") Prospectus Directive.
In particular, FinSA introduces new investor protection rules, including enhanced information
and documentation requirements to increase comparability and transparency of financial
instruments and financial services provided by Swiss financial service providers, and
depending on the circumstances, also by foreign financial service providers when providing
financial services in Switzerland or to clients in Switzerland, covering all market segments.
FinlA sets out new rules for the FINMA license approval and prudential supervision of
financial institutions that are managed in or from Switzerland. UBS has begun preparing for
implementation of the new rules ahead of their effective date.

Swiss Federal Council consults on amendments to Anti-Money Laundering Act

In June 2018, the Swiss Federal Council initiated a consultation on amendments to the Anti-
Money Laundering Act, aiming to implement the recommendations from the Financial
Action Task Force's Mutual Evaluation Report of Switzerland. The consultation proposes
changes to enhance due diligence obligations for certain services, beneficial owner
verification, and monitoring and reporting of suspicious activities. Implementation of these
amendments may require changes to UBS's client onboarding and ongoing compliance
processes and may lead to increased costs. The consultation ends in September 2018. The
precise effect on UBS depends on the final law, which is subject to parliamentary debate.

Contingency measures to protect the Swiss stock exchange infrastructure

In 2017, Switzerland applied to the European Commission ("EC") to have its trading venues
recognized as equivalent to EU venues, thereby allowing Swiss institutions access to
European markets and allowing EU investment firms to trade shares within Switzerland.
Switzerland received a temporary, one-year recognition of equivalence that expires in
December 2018. In June 2018, the Swiss Federal Council adopted contingency measures to
protect Switzerland'’s stock exchange infrastructure in the event that the EC does not extend
recognition of equivalence at the end of the temporary period. The contingency plan would
introduce a new Swiss standard recognizing non-EU foreign trading venues that admit Swiss
shares to trading, but disallowing trading in Swiss shares on EU trading venues. If the EC
does not extend recognition of Switzerland’s stock market equivalence and the Swiss
contingency measures come into effect, UBS would be required to significantly alter UBS's
trading arrangements.

UK withdrawal from the EU

Although negotiations between the UK and the EU over the transition continue, UBS expects
that the UK will leave the EU in March 2019, and that any transition arrangements will be
agreed to only relatively close to the exit date. Given the continuing uncertainty on transition
arrangements and the potential future restrictions on providing financial services into the EU
from the UK, UBS has commenced the process of seeking regulatory approvals for the
merger of UBS Limited, UBS's UK-headquartered subsidiary, into UBS Europe SE, UBS's
German-headquartered European bank. UBS expects to complete the merger prior to the UK
leaving the EU. Following completion of the merger, UBS expects that UBS Europe SE will
become subject to direct supervision by the European Central Bank.
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As reported in the Annual Report 2017, certain clients and other counterparties of UBS
Limited would become clients or counterparties of UBS Europe SE through the planned
merger of the two entities. During the third quarter of 2018, UBS expects to commence a
business transfer proceeding in the UK to facilitate the transfer of client business in
connection with the merger. UBS also expects to commence German merger proceedings in
the same timeframe.

UBS anticipates that clients of UBS Limited who can be serviced by UBS AG, London Branch
would generally be migrated to UBS AG, London Branch prior to this merger. In connection
with the merger of UBS Limited into UBS Europe SE, some staff will be relocated, although
the number of staff and roles have not yet been finally determined. UBS also expects to
increase the capitalization of UBS Europe SE, primarily through internal subordinated debt
issuance, to reflect the additional activities it would acquire. The timing and extent of the
actions UBS takes may vary considerably from its current plan depending on regulatory
requirements and the nature of any transition or successor agreements between the UK and
the EU.

Developments related to the US financial regulatory framework

In April 2018, the Federal Reserve Board issued a proposal to introduce a bank-specific stress
capital buffer ("SCB"), replacing the existing capital conservation buffer of 2.5% applicable
to firms subject to the Comprehensive Capital Analysis and Review ("CCAR") and taking
effect in October 2019. The SCB would apply to the CET1 and tier 1 leverage ratios and
would be set at the higher of 2.5% or the difference between the starting and minimum
projected level of the firm’s CET1 capital ratio over the nine-quarter projection period under
the supervisory severely adverse scenario. The Federal Reserve Board would no longer
separately make quantitative objections to a covered firm’s capital plans as any losses
projected under the stress test would effectively become an additional minimum capital
requirement. UBS Americas Holding LLC, UBS's US intermediate holding company, is
expected to be subject to the SCB and to remain a covered firm under the Federal Reserve
Board’s CCAR program.

Separately, in June 2018, the Federal Reserve Board released the 2018 CCAR results and did
not object to UBS Americas Holding LLC's capital plan.

In June 2018, the five agencies that administer the Volcker rule published a proposal to
modify the existing regulation that was finalized in 2013. The proposal is intended to
simplify and tailor the existing regulations and puts forth a number of revisions to the rule’s
proprietary trading and covered funds restrictions and questions on potential modifications
regarding aspects of the proprietary trading prohibition and covered funds activities and
investments. If amended as proposed, the revised rule would require changes to UBS's
compliance monitoring activities and may expand the pool of covered transactions that fall
under the proposed trading account definition.

BCBS consults on revisions to market risk framework

A consultation on the Basel Committee on Banking Supervision’s ("BCBS") market risk
standard (Fundamental Review of the Trading Book ("FRTB")), previously finalized in 2016
but not yet in effect, ended in June 2018. Certain elements of the 2016 FRTB rules are likely
to be revised by the BCBS based on the consultation. The probable revisions, while they may
provide some relief compared with the 2016 version, would likely continue to lead to an
increase in market risk risk-weighted assets as previously highlighted. The final standard is
expected to be announced by the end of 2018 and expected to be in effect starting 1
January 2022.

Global cyber security developments

In April 2018, the Swiss Federal Council adopted the National strategy for Switzerland’s
protection against cyber risks 2018-2022. The financial sector is deemed a critical
infrastructure and will be required to implement measures to strengthen its resilience in
terms of cybersecurity and further enhance its cooperation with relevant public sector bodies
as a result of the national strategy. Also in April 2018, the European Central Bank ("ECB")
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consulted on its cyber resilience oversight expectations for financial market infrastructures
("FMIs") and banks. The ECB proposal is based on global guidance by the Committee on
Payments and Market Infrastructures and the International Organization of Securities
Commissions and aims to avoid further fragmentation of approaches, but stops short of
imposing a single set of standards. In addition, in July 2018, the UK Prudential Regulation
Authority and Financial Conduct Authority published a joint discussion paper on an approach
to improve the operational resilience of FMIs that, among other things, envisages that
boards and senior management can achieve better standards of operational resilience
through increased focus on setting, monitoring and testing specific impact tolerances for key
business services. Separately, the BCBS confirmed in its June 2018 update on the 2018-2019
work program that cyber risk and operational resilience remain priorities.

Developments related to the transition away from IBOR

Efforts to transition from the interbank offered rate ("IBOR") benchmarks to alternative
benchmark rates are continuing in various jurisdictions, given that they are expected to be
phased out after 2021. The working group on euro risk-free rates, led by the ECB, released a
consultation in June 2018 aiming to assess the potential advantages and disadvantages of
three euro risk-free rates, which could replace the Euro OverNight Index Average (EONIA) as
of 2020. In July 2018, the International Swaps and Derivatives Association launched a
market-wide consultation on technical issues related to new benchmark fallbacks for
derivatives contracts that reference certain IBORs. The consultation sets out four options for
adjustments that would apply to the fallback rate in the event an IBOR is permanently
discontinued. UBS has significant contractual rights and obligations referenced to IBOR
benchmarks. Discontinuance of, or changes to, benchmark rates as a result of these
developments or other initiatives or investigations, as well as uncertainty as to the timing and
manner of implementation of such changes or discontinuance, may require adjustments to
agreements by UBS, its clients and other market participants, as well as to UBS's systems and
processes.

Increase in stake in UBS Securities China

Following the announcement by the China Securities Regulatory Commission that foreign
investors will be permitted to increase their ownership percentages in China affiliates to a
cap of 51%, and may be allowed to increase their ownership up to 100% in 2021, UBS
submitted in May 2018 a preliminary application to increase the shareholding in its China
affiliate, UBS Securities Co. Limited ("UBSS"), from 24.99% to 51%. The transaction is
subject to completion of a share purchase from existing shareholders and regulatory
approval. If UBS acquires majority ownership, it would consolidate its investment in UBSS
under IFRS and would be required to remeasure its current 24.99% holding in UBSS at fair
value, likely resulting in a loss. The loss should not materially affect UBS's CET1 capital as the
loss is expected to be largely offset by the release of a capital deduction for the goodwill
included within the initial stake.

Refer to the "Recent developments" section of the UBS Group AG second quarter 2018
report published on 24 July 2018 (“UBS Group Second Quarter 2018 Report”) and the
“Note 1 Basis of accounting” and "Note 19 Transition to IFRS 9 as of 1 January 2018" to the
“Consolidated financial statements” section of the UBS AG Second Quarter 2018 Report, as
well as to “IFRS 9, Financial Instruments” and "“IFRS 15, Revenue from Contracts with
Customers” in the “Significant accounting and financial reporting changes in 2018" section
of the Annual Report 2017 for further information on key accounting, regulatory and legal
developments.”

The section “3. Organisational Structure of the Issuer” is completely replaced as
follows:

“3. Organisational Structure of the Issuer

UBS AG is a Swiss bank and the parent company of the UBS AG Group. It is 100% owned

by UBS Group AG, which is the holding company of the UBS Group. UBS operates as a
group with four business divisions and a Corporate Center.
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In 2014, UBS began adapting its legal entity structure to improve the resolvability of the
Group in response to too big to fail requirements in Switzerland and recovery and resolution
regulation in other countries in which the Group operates. In December 2014, UBS Group
AG became the holding company of the Group.

In 2015, UBS AG transferred its Personal & Corporate Banking and Wealth Management
businesses booked in Switzerland to the newly established UBS Switzerland AG, a banking
subsidiary of UBS AG in Switzerland, and UBS implemented a more self-sufficient business
and operating model for UBS Limited, UBS's investment banking subsidiary in the UK. In
2016, UBS Americas Holding LLC was designated as the intermediate holding company for
UBS's US subsidiaries and UBS merged its Wealth Management subsidiaries in various
European countries into UBS Europe SE. Additionally, UBS transferred the majority of Asset
Management’s operating subsidiaries to UBS Asset Management AG.

UBS Business Solutions AG, a wholly owned subsidiary of UBS Group AG, was established in
2015 and acts as the Group service company. In 2017, UBS's shared services functions in
Switzerland and the UK were transferred from UBS AG to UBS Business Solutions AG. UBS
also completed the transfer of shared services functions in the US to its US service company,
UBS Business Solutions US LLC, a wholly owned subsidiary of UBS Americas Holding LLC.

Given the continuing uncertainty on transition arrangements between the UK and the EU
and the potential future restrictions on providing financial services into the EU from the UK,
UBS has commenced the process of seeking regulatory approvals for the merger of UBS
Limited into UBS Europe SE, UBS's German-headquartered European bank. During the third
quarter of 2018, UBS expects to commence a business transfer proceeding in the UK to
facilitate the transfer of client business in connection with the merger. UBS also expects to
commence German merger proceedings in the same timeframe. The timing and extent of
the actions UBS takes may vary considerably from its current plan depending on regulatory
requirements and the nature of any transition or successor agreements between the UK and
the EU.

Following the announcement by the China Securities Regulatory Commission that foreign
investors will be permitted to increase their ownership percentages in China affiliates to a
cap of 51%, and may be allowed to increase their ownership up to 100% in 2021, UBS
submitted in May 2018 a preliminary application to increase the shareholding in its China
affiliate, UBS Securities Co. Limited, from 24.99% to 51%. The transaction is subject to
completion of a share purchase from existing shareholders and regulatory approval.

UBS continues to consider further changes to the Group's legal structure in response to
regulatory requirements and other external developments. Such changes may include further
consolidation of operating subsidiaries in the EU, and adjustments to the booking entity or
location of products and services. Refer to the section “C. Risk Factors — 2. Security specific
Risks — 6. UBS has announced its intention to make certain structural changes in light of
regulatory trends and requirements and the Conditions do not contain any restrictions on
the Issuer's or UBS's ability to restructure its business”.

UBS Group AG's interests in subsidiaries and other entities as of 31 December 2017,
including interests in significant subsidiaries, are discussed in "Note 28 Interests in
subsidiaries and other entities" to the UBS Group AG's consolidated financial statements
included in the Annual Report 2017.

UBS AG's interests in subsidiaries and other entities as of 31 December 2017, including
interests in significant subsidiaries, are discussed in "Note 28 Interests in subsidiaries and
other entities" to the UBS AG's consolidated financial statements included in the Annual
Report 2017.

UBS AG is the parent company of, and conducts a significant portion of its operations
through, its subsidiaries. UBS AG has contributed a significant portion of its capital and
provides substantial liquidity to subsidiaries. In addition, UBS Business Solutions AG provides
substantial services to group companies including UBS AG and its subsidiaries. To this extent,
UBS AG is dependent on certain of the entities of the UBS AG Group and of the UBS
Group.”
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The section “4. Trend Information” is completely replaced as follows:
“4. Trend Information

As indicated in the UBS Group Second Quarter 2018 Report, global economic growth
prospects continue to provide a supportive backdrop to markets, although ongoing
geopolitical tensions and rising protectionism have dampened investor confidence and
remain a threat. UBS continues to expect US dollar interest rates to rise gradually, which,
despite margin pressure, is likely to support net interest income in Global Wealth
Management. In addition to typical seasonality factors in the third quarter, market volatility
remains muted overall, which is usually less conducive to client activity. Funding costs related
to long-term debt and capital instruments issued to comply with regulatory funding and
liquidity requirements will be higher than in the previous year, but should be broadly stable
compared with the second quarter. As in the first half of the year, UBS's diversified business
model should help UBS make continued progress towards achieving its strategic and
financial targets.

Refer to "Current market climate and industry trends" in the "Operating environment and
strategy" section of the Annual Report 2017 and the section "C. Risk Factors — 1. Issuer
specific Risks" of this Base Prospectus for more information.”

In the section “5. Administrative, Management and Supervisory Bodies of UBS AG"
the subsection “Members of the Board of Directors” is completely replaced as

follows:

“Members of the Board of Directors

Member and business . Term — . :
Title of Current principal positions outside UBS AG
address "
office
Axel A. Weber Chairman of the Board of Directors of UBS Group AG; board member of the
Swiss Bankers Association; Trustees Board member of Avenir Suisse; Advisory
Board member of the "Beirat Zukunft Finanzplatz"; board member of the
Swiss Finance Council; Chairman of the board of the Institute of International
Finance; board member of the International Monetary Conference; member
Chairman 2019 : of the European Financial Services Round Table; member of the European
Banking Group; member of the International Advisory Panel, Monetary
Authority of Singapore; member of the Group of Thirty, Washington, D.C.;
UBS AG, Bahnhofstrasse Chairman of the Board of Trustees of DIW Berlin; Advisory Board member of
45, CH-8001 Zurich the Department of Economics at the University of Zurich; member of the
Trilateral Commission.
Michel Demaré Independent Vice-Chairman of the Board of Directors of UBS Group AG;
Independent board member of Louis-Dreyfus Commodities Holdings BV; board member of
UBS AG. Bahnhofstrasse Vice 2019 : Vodafone Group Plc; Vice Chairman of the Supervisory Board of IMD,
45 CH-8001 Zurich Chairman Lausanne; Advisory Board member of the Department of Banking and
' Finance at the University of Zurich.
David Sidwell Senior Independent Director of the Board of Directors of UBS Group AG;
Senior Advisor at Oliver Wyman, New York; board member of Chubb
Member 2019 . imited; board member of GAVI Alliance; Chairman of the Board of Village
UBS AG, Bahnhofstrasse Care. New York
45, CH-8001 Zurich ! ’
Jeremy Anderson Member of the Board of Directors of UBS Group AG; trustee at UK
Productivity Leadership Group.
Member 2019
UBS AG, Bahnhofstrasse
45, CH-8001 Zurich
Reto Francioni Member of the Board of Directors of UBS Group AG; professor at the
University of Basel; board member of Coca-Cola HBC AG; Chairman of the
UBS AG. Bahnhofstrasse Member 2019 poard of Swiss International Air Lines AG; board member of Francioni AG:
! X board member of MedTech Innovation Partners AG.
45, CH-8001 Zurich
Ann F. Godbehere Member of the Board of Directors of UBS Group AG; board member of Rio
Tinto plc (chairman of the audit committee); board member of Rio Tinto
Member 2019 | imited (chairman of the audit committee): board member of Royal Dutch
UBS AG, Bahnhofstrasse Shell plc
45, CH-8001 Zurich ’
Member 2019 Member of the Board of Directors of UBS Group AG; non-executive chairman
Fred Hu of the board of Yum China Holdings; board member of Hong Kong
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UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Exchanges and Clearing Ltd.; chairman of Primavera Capital Limited; non-
executive director of Dalian Wanda Commercial Properties Co Ltd.; board
member of China Asset Management; board member of Minsheng Financial
Leasing Co.; trustee of the China Medical Board; Governor of the Chinese
International School; co-chairman of the Nature Conservancy’s Asia Pacific
Councdil; director and member of the Executive Committee of China Venture
Capital and Private Equity Association Ltd.; Global Advisory Board member of
the Council on Foreign Relations.

Julie G. Richardson

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Isabelle Romy
Froriep Legal AG,

Bellerivestrasse 201, CH-
8034 Zurich

Member of the Board of Directors of UBS Group AG; board member of The
Hartford Financial Services Group, Inc. (chairman of the audit committee);
board member of Yext (chairman of the audit committee); board member of
Vereit, Inc. (chairman of the compensation committee).

Member of the Board of Directors of UBS Group AG; partner and board
member at Froriep Legal AG, Zurich; associate professor at the University of
Fribourg and at the Federal Institute of Technology, Lausanne; vice chairman
of the Sanction Commission of SIX Swiss Exchange; member of the
Fundraising Committee of the Swiss National Committee for UNICEF;
Supervisory Board member of the CAS program Financial Regulation of the
University of Bern and University of Geneva.

Robert W. Scully

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Member of the Board of Directors of UBS Group AG; board member of
Chubb Limited; board member of Zoetis Inc.; board member of KKR & Co LP;
board member of the Dean's Advisors of Harvard Business School.

Beatrice Weder di Mauro

Johannes Gutenberg-
University Mainz, Jakob
Welder-Weg 4, D-55099
Mainz

Member of the Board of Directors of UBS Group AG; distinguished fellow at
INSEAD in Singapore; Supervisory Board member of Robert Bosch GmbH;
board member of Bombardier Inc.; member of the ETH Zurich Foundation
Board of Trustees.

Dieter Wemmer

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Member 2019
Member 2019
Member 2019
Member 2019
Member 2019

Member of the Board of Directors of UBS Group AG; board member of
@rsted A/S; member of the CFO Forum; member of the Systemic Risk
Working Group of the European Central Bank and the Bank for International
Settlements; member of the Berlin Center of Corporate Governance.

In the section “5. Administrative, Management and Supervisory Bodies of UBS AG”
the subsection “Members of the Executive Board” is completely replaced as follows:

“Members of the Executive Board

Member and business
address

Function

Current principal positions outside UBS AG

Sergio P. Ermotti

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

President of the Executive Board

Martin Blessing

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Christian Bluhm

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Markus U. Diethelm

co-President Global Wealth
Management

Chief Risk Officer

General Counsel

Member of the Group Executive Board and Group Chief Executive
Officer of UBS Group AG; board member of UBS Switzerland AG;
Chairman of the Board of Directors of UBS Business Solutions AG;
Chairman of the UBS Optimus Foundation board; Chairman of the
Fondazione Ermotti, Lugano; Chairman and President of the board
of the Swiss-American Chamber of Commerce; board member of
the Global Apprenticeship Network; member of the Institut
International D’Etudes Bancaires; member of the Said Business
School Global Leadership Council, University of Oxford.

Member of the Group Executive Board and co-President Global
Wealth Management of UBS Group AG; member of the Executive
Board of Baden-Baden Entrepreneur Talks.

Member of the Group Executive Board and Group Chief Risk 7
Officer of UBS Group AG; board member of UBS Business
Solutions AG; board member of UBS Switzerland AG.

Member of the Group Executive Board and Group General
Counsel of UBS Group AG; board member of UBS Business
Solutions AG; Chairman of the Swiss-American Chamber of
: Commerce’s legal committee; Chairman of the Swiss Advisory
¢ Council of the American Swiss Foundation; member of the
: Foundation Council of the UBS International Center of Economics
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UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Kirt Gardner
UBS AG, Bahnhofstrasse

45, CH-8001 Zurich

Sabine Keller-Busse

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Chief Financial Officer

Chief Operating Officer

Ulrich Korner

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

Tom Naratil

UBS AG, 1200 Harbor
Boulevard, Weehawken,
NJ 07086 USA

Andrea Orcel

UBS AG, Bahnhofstrasse
45, CH-8001 Zurich

President Asset Management and
President UBS Europe, Middle
East and Africa

co-President  Global ~ Wealth

Management and President UBS
Americas

President Investment Bank

Kathryn Shih
UBS AG, 2 International
Finance Centre, 8
Finance Street, Central,
Hong Kong

President UBS Asia Pacific

¢ in Society; member of the Professional Ethics Commission of the

Association of Swiss Corporate Lawyers; member of the

Supervisory Board of the Fonds de Dotation LUMA / Arles.

Member of the Group Executive Board and Group Chief Financial 7
Officer of UBS Group AG; board member of UBS Business
Solutions AG.

Member of the Group Executive Board and Group Chief Operating
Officer of UBS Group AG; board member of UBS Business
Solutions AG; vice-chairman of the Board of Directors of SIX
Group (Chairman of the nomination & compensation committee);
Foundation Board member of the UBS Pension Fund; Foundation
Board member of the University Hospital Zurich.

Member of the Group Executive Board, President Asset
Management and President UBS Europe, Middle East and Africa at
UBS Group AG; member of the Supervisory Board of UBS Europe
SE; Chairman of the Foundation Board of the UBS Pension Fund;
Chairman of the Widder Hotel AG, Zurich; member of the UBS
Optimus Foundation Board; Vice President of the board of Lyceum
Alpinum Zuoz; member of the Financial Service Chapter Board of
the Swiss-American Chamber of Commerce; Advisory Board
member of the Department of Banking and Finance at the
University of Zurich; member of the business advisory council of
the Laureus Foundation Switzerland.

Member of the Group Executive Board and co-President Global

Wealth Management and President UBS Americas of UBS Group
AG; CEO and board member of UBS Americas Holding LLC; board
member of the American Swiss Foundation; board member of the
Clearing House Supervisory Board; member of the Board of
Consultors for the College of Nursing at Villanova University.

Bank at UBS Group AG; board member of UBS Limited; board
member of UBS Americas Holding LLC.

President UBS Asia Pacific; board member of Kenford International
Ltd.; board member of Shih Co Charitable Foundation Ltd.;
member of the Hong Kong Trade Development Council (Financial
Services Advisory Committee).

In the section “7. Financial Information concerning the Issuer’s Assets and Liabilities,
Financial Position and Profits and Losses” the subsection “Interim Financial
Information” is completely replaced as follows:

“Interim Financial Information

Reference is also made to (i) the UBS Group AG first quarter 2018 report published on 23
April 2018 ("UBS Group First Quarter 2018 Report") and the UBS AG first quarter 2018
report, published on 27 April 2018 ("UBS AG First Quarter 2018 Report"), which contain
information on the financial condition and results of operations, including the interim
financial statements, of UBS Group AG consolidated and UBS AG consolidated, respectively,
as of and for the period ended 31 March 2018, and to (i) the UBS Group Second Quarter
2018 Report and the UBS AG Second Quarter 2018 Report, which contain information on
the financial condition and results of operations, including the interim financial statements,
of UBS Group AG consolidated and UBS AG consolidated, respectively, as of and for the
period ended 30 June 2018. The interim consolidated financial statements are not audited
and no audit review report is produced.”
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The section “8. Litigation, Regulatory and Similar Matters” is completely replaced as
follows:

“8. Litigation, Regulatory and Similar Matters

UBS operates in a legal and regulatory environment that exposes it to significant litigation
and similar risks arising from disputes and regulatory proceedings. As a result, UBS (which
for purposes of this section may refer to UBS AG and / or one or more of its subsidiaries, as
applicable) is involved in various disputes and legal proceedings, including litigation,
arbitration, and regulatory and criminal investigations.

Such matters are subject to many uncertainties, and the outcome and the timing of
resolution are often difficult to predict, particularly in the earlier stages of a case. There are
also situations where UBS may enter into a settlement agreement. This may occur in order to
avoid the expense, management distraction or reputational implications of continuing to
contest liability, even for those matters for which UBS believes it should be exonerated. The
uncertainties inherent in all such matters affect the amount and timing of any potential
outflows for both matters with respect to which provisions have been established and other
contingent liabilities. UBS makes provisions for such matters brought against it when, in the
opinion of management after seeking legal advice, it is more likely than not that UBS has a
present legal or constructive obligation as a result of past events, it is probable that an
outflow of resources will be required, and the amount can be reliably estimated. Where
these factors are otherwise satisfied, a provision may be established for claims that have not
yet been asserted against UBS, but are nevertheless expected to be, based on UBS's
experience with similar asserted claims. If any of those conditions is not met, such matters
result in contingent liabilities. If the amount of an obligation cannot be reliably estimated, a
liability exists that is not recognized even if an outflow of resources is probable. Accordingly,
no provision is established even if the potential outflow of resources with respect to such
matters could be significant.

Specific litigation, regulatory and other matters are described below, including all such
matters that management considers to be material and others that management believes to
be of significance due to potential financial, reputational and other effects. The amount of
damages claimed, the size of a transaction or other information is provided where available
and appropriate in order to assist users in considering the magnitude of potential exposures.

In the case of certain matters below, UBS states that it has established a provision, and for
the other matters, it makes no such statement. When UBS makes this statement and it
expects disclosure of the amount of a provision to prejudice seriously its position with other
parties in the matter because it would reveal what UBS believes to be the probable and
reliably estimable outflow, UBS does not disclose that amount. In some cases UBS is subject
to confidentiality obligations that preclude such disclosure. With respect to the matters for
which UBS does not state whether it has established a provision, either (a) it has not
established a provision, in which case the matter is treated as a contingent liability under the
applicable accounting standard, or (b) it has established a provision but expects disclosure of
that fact to prejudice seriously its position with other parties in the matter because it would
reveal the fact that UBS believes an outflow of resources to be probable and reliably
estimable.

With respect to certain litigation, regulatory and similar matters for which UBS has
established provisions, UBS is able to estimate the expected timing of outflows. However,
the aggregate amount of the expected outflows for those matters for which it is able to
estimate expected timing is immaterial relative to its current and expected levels of liquidity
over the relevant time periods.

The aggregate amount provisioned for litigation, regulatory and similar matters as a class is
disclosed in "Note 14a Provisions" of the UBS AG's interim consolidated financial statements
included in the UBS AG Second Quarter 2018 Report. It is not practicable to provide an
aggregate estimate of liability for UBS's litigation, regulatory and similar matters as a class of
contingent liabilities. Doing so would require UBS to provide speculative legal assessments as
to claims and proceedings that involve unique fact patterns or novel legal theories, that have
not yet been initiated or are at early stages of adjudication, or as to which alleged damages
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have not been quantified by the claimants. Although it therefore cannot provide a numerical
estimate of the future losses that could arise from litigation, regulatory and similar matters,
UBS believes that the aggregate amount of possible future losses from this class that are
more than remote substantially exceeds the level of current provisions. Litigation, regulatory
and similar matters may also result in non-monetary penalties and consequences. For
example, the Non-Prosecution Agreement (“NPA") described in item 5 of this section, which
UBS entered into with the US Department of Justice (“DOJ”), Criminal Division, Fraud
Section in connection with UBS's submissions of benchmark interest rates, including, among
others, the British Bankers’ Association London Interbank Offered Rate (”“LIBOR"), was
terminated by the DOJ based on its determination that UBS had committed a US crime in
relation to foreign exchange matters. As a consequence, UBS AG pleaded guilty to one
count of wire fraud for conduct in the LIBOR matter, paid a fine and is subject to probation
through January 2020. A guilty plea to, or conviction of, a crime could have material
consequences for UBS. Resolution of regulatory proceedings may require UBS to obtain
waivers of regulatory disqualifications to maintain certain operations, may entitle regulatory
authorities to limit, suspend or terminate licenses and regulatory authorizations and may
permit financial market utilities to limit, suspend or terminate UBS's participation in such
utilities. Failure to obtain such waivers, or any limitation, suspension or termination of
licenses, authorizations or participations, could have material consequences for UBS.

The risk of loss associated with litigation, regulatory and similar matters is a component of
operational risk for purposes of determining UBS's capital requirements. Information
concerning UBS's capital requirements and the calculation of operational risk for this
purpose is included in the “Capital management” section of the UBS Group Second Quarter
2018 Report.

Provisions for litigation, regulatory and similar matters by business division and Corporate Center unit’

Global CC - Non-
Wealth Personal & Asset CC- core and
Manage- Corporate Manage- Investment CC- Group Legacy

CHF million ment Banking ment Bank Services ALM Portfolio UBS
Balance as of 31 December 555 79 1 345 240 0 1224 2444
Balance as of 31 March 2018 546 79 1 323 216 0 1,166 2,331
Increase in provisions recognized 69 0 0 3 ] 0 22 154
in the income statement " " " T o
Release of provisions recognized
in the income statement @ o 0 o ° o0 0 (13)
Provisions used in conformity
with designated purpose @ ® o @ O,,, 0 “2) (04)
Foreign currency translation / 1 0 0 9 0 0 5 64
unwind of discount
Balance as of 30 June 2018 567 75 0 333 216 0 1,251 2,442

1 Provisions, if any, for the matters described in this section are recorded in Global Wealth Management (item 3 and item 4), the
Investment Bank (item 7) and Corporate Center — Non-core and Legacy Portfolio (item 2). Provisions, if any, for the matters
described in items 1 and 6 of this section are allocated between Global Wealth Management and Personal & Corporate Banking,
and provisions, if any, for the matters described in this section in item 5 are allocated between the Investment Bank, Corporate
Center — Services and Corporate Center — Non-core and Legacy Portfolio.

1. Inquiries regarding cross-border wealth management businesses

Tax and regulatory authorities in a number of countries have made inquiries, served requests
for information or examined employees located in their respective jurisdictions relating to the
cross-border wealth management services provided by UBS and other financial institutions. It
is possible that the implementation of automatic tax information exchange and other
measures relating to cross-border provision of financial services could give rise to further
inquiries in the future. UBS has received disclosure orders from the Swiss Federal Tax
Administration ("FTA") to transfer information based on requests for international
administrative assistance in tax matters. The requests concern a number of UBS account
numbers pertaining to current and former clients and are based on data from 2006 and
2008. UBS has taken steps to inform affected clients about the administrative assistance
proceedings and their procedural rights, including the right to appeal. The requests are
based on data received from the German authorities, who seized certain data related to UBS
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clients booked in Switzerland during their investigations and have apparently shared this
data with other European countries. UBS expects additional countries to file similar requests.

The Swiss Federal Administrative Court ruled in 2016 that, in the administrative assistance
proceedings related to a French bulk request, UBS has the right to appeal all final FTA client
data disclosure orders.

Since 2013, UBS (France) S.A., UBS AG and certain former employees have been under
investigation in France for alleged complicity in having illicitly solicited clients on French
territory, regarding the laundering of proceeds of tax fraud, and of banking and financial
solicitation by unauthorized persons. In connection with this investigation, the investigating
judges ordered UBS AG to provide bail (“caution”) of EUR 1.1 billion and UBS (France) S.A.
to post bail of EUR 40 million, which was reduced on appeal to EUR 10 million.

In February 2016, the investigating judges notified UBS AG and UBS (France) S.A. that they
have closed their investigation. In July 2016, UBS AG and UBS (France) S.A. received the
National Financial Prosecutor's recommendation (“réquisitoire”). In March 2017, the
investigating judges issued the trial order (“ordonnance de renvoi”) that charges UBS AG
and UBS (France) S.A., as well as various former employees, with illicit solicitation of clients
on French territory and with participation in the laundering of the proceeds of tax fraud, and
that transfers the case to court. The trial is scheduled to start in October 2018. In October
2017, the Investigation Chamber of the Court of Appeals decided that UBS (France) S.A.
shall not be constituted as a civil party in the guilty plea proceedings against the former UBS
(France) S.A. Head of Front Office. UBS (France) S.A. has appealed this decision to the French
Supreme Court (“Cour de cassation”). The appeal is pending, although the criminal court
subsequently found the individual’s guilty plea to be invalid.

In 2016, UBS was notified by the Belgian investigating judge that it is under formal
investigation (“inculpé”) regarding the laundering of proceeds of tax fraud, of banking and
financial solicitation by unauthorized persons, and of serious tax fraud.

UBS has, and reportedly numerous other financial institutions have, received inquiries from
authorities concerning accounts relating to the Fédération Internationale de Football
Association (FIFA) and other constituent soccer associations and related persons and entities.
UBS is cooperating with authorities in these inquiries.

UBS's balance sheet at 30 June 2018 reflected provisions with respect to matters described
in this item 1 in an amount that UBS believes to be appropriate under the applicable
accounting standard. As in the case of other matters for which UBS has established
provisions, the future outflow of resources in respect of such matters cannot be determined
with certainty based on currently available information and accordingly may ultimately prove
to be substantially greater (or may be less) than the provision that UBS has recognized.

2. Claims related to sales of residential mortgage-backed securities and mortgages

From 2002 through 2007, prior to the crisis in the US residential loan market, UBS was a
substantial issuer and underwriter of US residential mortgage-backed securities ("RMBS")
and was a purchaser and seller of US residential mortgages. A subsidiary of UBS, UBS Real
Estate Securities Inc. ("UBS RESI"), acquired pools of residential mortgage loans from
originators and (through an affiliate) deposited them into securitization trusts. In this
manner, from 2004 through 2007, UBS RESI sponsored approximately USD 80 billion in
RMBS, based on the original principal balances of the securities issued.

UBS RESI also sold pools of loans acquired from originators to third-party purchasers. These
whole loan sales during the period 2004 through 2007 totalled approximately USD 19 billion
in original principal balance.

UBS was not a significant originator of US residential loans. A branch of UBS originated

approximately USD 1.5 billion in US residential mortgage loans during the period in which it
was active from 2006 to 2008, and securitized less than half of these loans.
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Lawsuits related to contractual representations and warranties concerning mortgages and
RMBS: When UBS acted as an RMBS sponsor or mortgage seller, it generally made certain
representations relating to the characteristics of the underlying loans. In the event of a
material breach of these representations, UBS was in certain circumstances contractually
obligated to repurchase the loans to which the representations related or to indemnify
certain parties against losses. In 2012, certain RMBS trusts filed an action (" Trustee Suit") in
the US District Court for the Southern District of New York ("SDNY") seeking to enforce
UBS RESI's obligation to repurchase loans in the collateral pools for three RMBS
securitizations issued and underwritten by UBS with an original principal balance of
approximately USD 2 billion. Approximately 9,000 loans were at issue in a bench trial in the
SDNY in 2016, following which the court issued an order ruling on numerous legal and
factual issues and applying those rulings to 20 exemplar loans. The court further ordered
that a lead master be appointed to apply the court’s rulings to the remaining loans. In 2017,
UBS and certain holders of the RMBS in the Trustee Suit entered into an agreement under
which UBS would have paid an aggregate of USD 543 million into the relevant RMBS trusts,
plus certain attorneys’ fees. The trustee for the RMBS trusts declined to become a party to
the settlement and the agreement with the RMBS holders therefore lapsed. In July 2018,
UBS and the trustee entered into an agreement under which UBS will pay USD 850 million to
resolve this matter. A significant portion of this amount will be borne by other parties that
indemnified UBS. The settlement remains subject to approval by the court and proceedings
to determine how the settlement funds will be distributed to RMBS holders. After giving
effect to this settlement, UBS considers claims relating to substantially all loan repurchase
demands to be resolved, and believes that new demands to repurchase US residential
mortgage loans are time-barred under a decision rendered by the New York Court of
Appeals.

Mortgage-related regulatory matters: In 2014, UBS received a subpoena from the US
Attorney's Office for the Eastern District of New York issued pursuant to the Financial
Institutions Reform, Recovery and Enforcement Act of 1989 ("FIRREA"), which seeks
documents and information related to UBS's RMBS business from 2005 through 2007. In
2015, the Eastern District of New York identified a number of transactions that are the focus
of their inquiry, and subsequently provided a revised list of transactions. UBS has provided
information in response to this subpoena. UBS has also responded to inquiries from both the
Special Inspector General for the Troubled Asset Relief Program (SIGTARP) (who is working in
conjunction with the US Attorney’s Office for Connecticut and the DOJ) and the US
Securities and Exchange Commission ("SEC") relating to trading practices in connection with
purchases and sales of mortgage-backed securities in the secondary market from 2009
through 2014. UBS is cooperating with the authorities in these matters.

UBS's balance sheet at 30 June 2018 reflected a provision with respect to matters described
in this item 2 in an amount that UBS believes to be appropriate under the applicable
accounting standard. As in the case of other matters for which UBS has established
provisions, the future outflow of resources in respect of this matter cannot be determined
with certainty based on currently available information and accordingly may ultimately prove
to be substantially greater (or may be less) than the provision that UBS has recognized.

3. Madoff

In relation to the Bernard L. Madoff Investment Securities LLC ("BMIS") investment fraud,
UBS AG, UBS (Luxembourg) S.A. (now UBS Europe SE, Luxembourg branch) and certain
other UBS subsidiaries have been subject to inquiries by a number of regulators, including
FINMA and the Luxembourg Commission de Surveillance du Secteur Financier ("CSSF").
Those inquiries concerned two third-party funds established under Luxembourg law,
substantially all assets of which were with BMIS, as well as certain funds established in
offshore jurisdictions with either direct or indirect exposure to BMIS. These funds faced
severe losses, and the Luxembourg funds are in liquidation. The documentation establishing
both funds identifies UBS entities in various roles, including custodian, administrator,
manager, distributor and promoter, and indicates that UBS employees serve as board
members.

In 2009 and 2010, the liquidators of the two Luxembourg funds filed claims against UBS
entities, non-UBS entities and certain individuals, including current and former UBS
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employees, seeking amounts aggregating approximately EUR 2.1 billion, which includes
amounts that the funds may be held liable to pay the trustee for the liquidation of BMIS
("BMIS Trustee").

A large number of alleged beneficiaries have filed claims against UBS entities (and non-UBS
entities) for purported losses relating to the Madoff fraud. The majority of these cases have
been filed in Luxembourg, where decisions that the claims in eight test cases were
inadmissible have been affirmed by the Luxembourg Court of Appeal, and the Luxembourg
Supreme Court has dismissed a further appeal in one of the test cases.

In the US, the BMIS Trustee filed claims against UBS entities, among others, in relation to the
two Luxembourg funds and one of the offshore funds. The total amount claimed against all
defendants in these actions was not less than USD 2 billion. In 2014, the US Supreme Court
rejected the BMIS Trustee’s motion for leave to appeal decisions dismissing all claims except
those for the recovery of fraudulent conveyances and preference payments. In 2016, the
Bankruptcy Court dismissed the remaining claims against the UBS entities. The BMIS Trustee
appealed.

4. Puerto Rico

Declines since 2013 in the market prices of Puerto Rico municipal bonds and of closed-end
funds ("funds") that are sole-managed and co-managed by UBS Trust Company of Puerto
Rico and distributed by UBS Financial Services Incorporated of Puerto Rico ("UBS PR") have
led to multiple regulatory inquiries, as well as customer complaints and arbitrations with
aggregate claimed damages of USD 2.6 billion, of which claims with aggregate claimed
damages of USD 1.6 billion have been resolved through settlements, arbitration or
withdrawal of the claim. The claims are filed by clients in Puerto Rico who own the funds or
Puerto Rico municipal bonds and / or who used their UBS account assets as collateral for UBS
non-purpose loans; customer complaint and arbitration allegations include fraud,
misrepresentation and unsuitability of the funds and of the loans. A shareholder derivative
action was filed in 2014 against various UBS entities and current and certain former directors
of the funds, alleging hundreds of millions of US dollars in losses in the funds. In 2015,
defendants’ motion to dismiss was denied.

Defendants’ requests for permission to appeal that ruling were denied by the Puerto Rico
Court of Appeals and the Puerto Rico Supreme Court. In 2014, a federal class action
complaint also was filed against various UBS entities, certain members of UBS PR senior
management and the co-manager of certain of the funds, seeking damages for investor
losses in the funds during the period from May 2008 through May 2014. In 2016,
defendants’ motion to dismiss was granted in part and denied in part. In 2015, a class action
was filed in Puerto Rico state court against UBS PR seeking equitable relief in the form of a
stay of any effort by UBS PR to collect on non-purpose loans it acquired from UBS Bank USA
in December 2013 based on plaintiffs’ allegation that the loans are not valid. The trial court
denied defendant’s motion for summary judgment based on a forum selection clause in the
loan agreements. The Puerto Rico Supreme Court reversed that decision and remanded the
case back to the trial court for reconsideration. On reconsideration the trial court granted
defendant’s motion and dismissed the action.

In 2014, UBS reached a settlement with the Office of the Commissioner of Financial
Institutions for the Commonwealth of Puerto Rico ("OCFI") in connection with OCFl's
examination of UBS’s operations from January 2006 through September 2013, pursuant to
which UBS is paying up to an aggregate of USD 7.7 million in investor education
contributions and restitution.

In 2015, the SEC and the Financial Industry Regulatory Authority ("FINRA") announced
settlements with UBS PR of their separate investigations stemming from the 2013 market
events. Without admitting or denying the findings in either matter, UBS PR agreed in the
SEC settlement to pay USD 15 million and USD 18.5 million in the FINRA matter. UBS also
understands that the DOJ is conducting a criminal inquiry into the impermissible
reinvestment of non-purpose loan proceeds. UBS is cooperating with the authorities in this
inquiry.
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In 2011, a purported derivative action was filed on behalf of the Employee Retirement
System of the Commonwealth of Puerto Rico ("System") against over 40 defendants,
including UBS PR, which was named in connection with its underwriting and consulting
services. Plaintiffs alleged that defendants violated their purported fiduciary duties and
contractual obligations in connection with the issuance and underwriting of USD 3 billion of
bonds by the System in 2008 and sought damages of over USD 800 million. In 2016, the
court granted the System’s request to join the action as a plaintiff, but ordered that plaintiffs
must file an amended complaint. In 2017, the court denied defendants’ motion to dismiss
the amended complaint.

Beginning in 2015, and continuing through 2017, certain agencies and public corporations
of the Commonwealth of Puerto Rico ("Commonwealth") defaulted on certain interest
payments on Puerto Rico bonds. The funds hold significant amounts of those bonds and the
defaults on interest payments have had, and are expected to continue to have, an adverse
effect on dividends from the funds. Executive orders of the Governor of Puerto Rico that
have diverted funds to pay for essential services instead of debt payments and stayed any
action to enforce creditors’ rights on the Puerto Rico bonds continue to be in effect. In 2016,
US federal legislation created an oversight board with power to oversee Puerto Rico’s
finances and to restructure its debt. The oversight board has imposed a stay on the exercise
of creditors’ rights. In 2017, the oversight board placed certain of the bonds into a
bankruptcy-like proceeding under the supervision of a Federal District Judge. These events,
further defaults, any further legislative action to create a legal means of restructuring
Commonwealth obligations or to impose additional oversight on the Commonwealth’s
finances, or any restructuring of the Commonwealth’s obligations may increase the number
of claims against UBS concerning Puerto Rico securities, as well as potential damages sought.

UBS’s balance sheet at 30 June 2018 reflected provisions with respect to matters described
in this item 4 in amounts that UBS believes to be appropriate under the applicable
accounting standard. As in the case of other matters for which UBS has established
provisions, the future outflow of resources in respect of such matters cannot be determined
with certainty based on currently available information and accordingly may ultimately prove
to be substantially greater (or may be less) than the provisions that UBS has recognized.

5. Foreign exchange, LIBOR and benchmark rates, and other trading practices

Foreign exchange-related regulatory matters: Following an initial media report in 2013 of
widespread irregularities in the foreign exchange markets, UBS immediately commenced an
internal review of its foreign exchange business, which includes UBS's precious metals and
related structured products businesses. Numerous authorities commenced investigations
concerning possible manipulation of foreign exchange markets and precious metals prices. In
2014 and 2015, UBS reached settlements with the UK Financial Conduct Authority ("FCA")
and the US Commodity Futures Trading Commission ("CFTC") in connection with their
foreign exchange investigations, FINMA issued an order concluding its formal proceedings
relating to UBS's foreign exchange and precious metals businesses, and the Board of
Governors of the Federal Reserve System ("Federal Reserve Board") and the Connecticut
Department of Banking issued a Cease and Desist Order and assessed monetary penalties
against UBS AG. In addition, the DOJ's Criminal Division ("Criminal Division") terminated
the 2012 Non-Prosecution Agreement ("NPA") with UBS AG related to UBS’s submissions of
benchmark interest rates and UBS AG pleaded guilty to one count of wire fraud, paid a fine
and is subject to probation through January 2020. UBS has ongoing obligations to cooperate
with these authorities and to undertake certain remediation measures. UBS has also been
granted conditional immunity by the Antitrust Division of the DOJ (" Antitrust Division")
and by authorities in other jurisdictions in connection with potential competition law
violations relating to foreign exchange and precious metals businesses. Investigations relating
to foreign exchange and precious metals matters by certain authorities remain ongoing
notwithstanding these resolutions.

Foreign exchange-related civil litigation: Putative class actions have been filed since 2013 in
US federal courts and in other jurisdictions against UBS and other banks on behalf of
putative classes of persons who engaged in foreign currency transactions with any of the
defendant banks. They allege collusion by the defendants and assert claims under the
antitrust laws and for unjust enrichment. In 2015, additional putative class actions were filed
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in federal court in New York against UBS and other banks on behalf of a putative class of
persons who entered into or held any foreign exchange futures contracts and options on
foreign exchange futures contracts since 2003. The complaints assert claims under the
Commodity Exchange Act ("CEA") and the US antitrust laws. In 2015, a consolidated
complaint was filed on behalf of both putative classes of persons covered by the US federal
court class actions described above. UBS has entered into a settlement agreement that
would resolve all of these US federal court class actions. The settlement agreement, which
has been preliminarily approved by the court and is subject to final court approval, requires,
among other things, that UBS pay an aggregate of USD 141 million and provide cooperation
to the settlement classes.

A putative class action has been filed in federal court in New York against UBS and other
banks on behalf of participants, beneficiaries and named fiduciaries of plans qualified under
the Employee Retirement Income Security Act of 1974 ("ERISA") for whom a defendant
bank provided foreign currency exchange transactional services, exercised discretionary
authority or discretionary control over management of such ERISA plan, or authorized or
permitted the execution of any foreign currency exchange transactional services involving
such plan’s assets. The complaint asserts claims under ERISA. The parties filed a stipulation to
dismiss the case with prejudice. The plaintiffs have appealed the dismissal. In July, the
Second Circuit affirmed the dismissal.

In 2015, a putative class action was filed in federal court against UBS and numerous other
banks on behalf of persons and businesses in the US who directly purchased foreign
currency from the defendants and their co-conspirators for their own end use. In March
2017, the court granted UBS's (and the other banks’) motions to dismiss the complaint. The
plaintiffs filed an amended complaint in August 2017. In March 2018, the court denied the
defendants’ motions to dismiss the amended complaint.

In 2016, a putative class action was filed in federal court in New York against UBS and
numerous other banks on behalf of persons and entities who had indirectly purchased
foreign exchange instruments from a defendant or co-conspirator in the US. The complaint
asserts claims under federal and state antitrust laws. In response to defendants’ motion to
dismiss, plaintiffs agreed to dismiss their complaint.

In 2017, two new putative class actions were filed in federal court in New York against UBS
and numerous other banks on behalf of different proposed classes of indirect purchasers of
currency, and a consolidated complaint was filed in June 2017. In March 2018, the court
dismissed the consolidated complaint. Plaintiffs have filed a motion seeking leave to file an
amended complaint.

Putative class actions are also pending against UBS and other banks in federal court in New
York and other jurisdictions on behalf of putative classes of persons who had bought or sold
physical precious metals and various precious metal products and derivatives. The complaints
in these lawsuits assert claims under the antitrust laws and the CEA, and other claims. In
2016, the court in New York granted UBS’s motions to dismiss the putative class actions
relating to gold and silver. Plaintiffs in those cases sought to amend their complaints to add
new allegations about UBS, which the court granted. The plaintiffs filed amended complaints
in 2017, and motions to dismiss the amended complaints are pending. In March 2017, the
court in New York granted UBS’s motion to dismiss the platinum and palladium action. In
May 2017, plaintiffs in the platinum and palladium a