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Quarter ended % change from

CHF million, except where indicated 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Income statement key figures
Operating income 10,295 8,538 7,768 21 33
Operating expenses 7,206 6,303 6,174 14 17
Operating profit before tax and minority interest 3,089 2,235 1,594 38 94
Net profit 2,423 1,808 1,209 34 100
Cost / income ratio (%) 1 70.0 73.4 78.8

Per share data (CHF)
Basic earnings per share 2 2.25 1.68 1.05 34 114
Diluted earnings per share 2 2.18 1.64 1.02 33 114

Return on shareholders’ equity (%) 3 29.2 17.8 13.2

CHF million, except where indicated % change from

As at 31.3.04 31.12.03 31.3.03 31.12.03 31.3.03

Balance sheet key figures
Total assets 1,670,033 1,550,056 8
Shareholders’ equity 37,602 35,310 6

Market capitalization 105,857 95,401 67,808 11 56

BIS capital ratios
Tier 1 (%) 4 12.1 11.8 11.5
Total BIS (%) 13.5 13.3 13.6
Risk-weighted assets 262,674 251,901 238,746 4 10

Invested assets (CHF billion) 2,238 2,133 1,923 5 16

Headcount (full-time equivalents)
Switzerland 26,469 26,662 27,689 (1) (4)
Europe (excluding Switzerland) 10,011 9,906 10,130 1 (1)
Americas 25,211 25,511 26,770 (1) (6)
Asia / Pacific 3,939 3,850 3,806 2 3
Total 65,630 65,929 68,395 0 (4)

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

Earnings adjusted for significant financial events and pre-goodwill 5, 6

Quarter ended % change from

CHF million, except where indicated 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Operating income 10,295 8,538 7,768 21 33
Operating expenses 6,981 6,078 5,932 15 18
Operating profit before tax and minority interest 3,314 2,460 1,836 35 81
Net profit 2,648 2,033 1,451 30 82

Cost / income ratio (%) 7 67.8 70.8 75.7
Basic earnings per share (CHF) 8 2.46 1.89 1.26 30 95
Diluted earnings per share (CHF) 9 2.38 1.84 1.23 29 93

Return on shareholders’ equity (%) 10 31.9 20.5 15.8

UBS Financial Highlights

First Quarter 2004 Report
4 May 2004

1 Operating expenses /operating income less credit
loss expense or recovery.

2 For the EPS calculation, see Note 8 to the
Financial Statements.

3 Net profit year to date (annualized as appli-
cable) /average shareholders’ equity less divi-
dends.

4 Includes hybrid Tier 1 capital, please refer to the
BIS capital and ratios table in the UBS Results
section.

5 Excludes the amortization of goodwill and other
intangible assets.

6 There were no significant financial events in the
current and comparative periods.

7 Operating expenses less the amortization of
goodwill and other intangible assets and signifi-
cant financial events /operating income less
credit loss expense or recovery and significant
financial events.

8 Net profit less the amortization of goodwill and
other intangible assets and significant financial
events (after tax) /weighted average shares out-
standing.

9 Net profit for diluted EPS less the amortization of
goodwill and other intangible assets and signifi-
cant financial events (after tax) /weighted aver-
age shares outstanding for diluted EPS.

10 Net profit year to date (annualized as applicable)
less the amortization of goodwill and other
intangible assets and significant financial events
(after tax) /average shareholders’ equity less
dividends.

Throughout this report, 2003 and 2002 results have
been restated to reflect the accounting changes 
(IAS 32/39, investment property, credit risk losses
incurred on OTC derivatives, change in treatment of
corporate client assets in Business Banking Switzer-
land) effective 1 January 2004 and announced 
22 April 2004.



1

Contents

First Quarter 2004 Report
4 May 2004

Financial Calendar

Publication of Second Quarter 2004 results Tuesday, 10 August 2004

Publication of Third Quarter 2004 results Tuesday, 2 November 2004

Publication of Fourth Quarter 2004 results Tuesday, 8 February 2005

Switchboards

Zurich +41 1 234 1111 New York +1 212 821 3000

London +44 20 7568 0000 Hong Kong +852 2971 8888

Investor Relations

Hotline: +41 1 234 4100 email: sh-investorrelations@ubs.com Web: www.ubs.com/investors

Zurich New York

Christian Gruetter +41 1 234 4360 Christopher McNamee +1 212 713 3091

Matt Miller +41 1 234 4100 +1 212 713 1381

Oliver Lee +41 1 234 2733

Cate Lybrook +41 1 234 2281

Fax +41 1 234 3415

UBS AG UBS Americas Inc.
Investor Relations Investor Relations
P.O. Box 135 West 50th Street, 10th Floor
CH-8098 Zurich New York, NY 10020
Switzerland United States of America

UBS Shareholder Services US Transfer Agent

UBS AG Mellon Investor Services
Shareholder Services Overpeck Centre
P.O. Box 85 Challenger Road
CH-8098 Zurich Ridgefield Park, NJ 07660
Switzerland United States of America
Phone: +4112356202 calls from the US +1 866 541 9689
Fax: +4112353154 calls outside the US +1 201 329 8451
email: sh-shareholder-services@ubs.com Fax: +1 201 296 4801

email: sh-relations@melloninvestor.com

Media Relations

Hotline: +41 1 234 8500 email: sh-gpr@ubs.com Web: www.ubs.com/media

Interactive First Quarter 2004 Report
An interactive version of this report can be viewed online in the First Quarter 2004 Results section 
of the UBS Investors & Analysts website: www.ubs.com/investors.

Other reports
All UBS’s published financial reports (including SEC filings) are available on the internet at:
www.ubs.com/investors. Alternatively, printed copies of our reports can be obtained from: 
UBS AG, Economic Information Center, P.O. Box, CH-8098 Zurich, Switzerland. 
email: sh-iz-ubs-publikationen@ubs.com.

Shareholders’ Letter 2

UBS Results 4

Wealth Management &
Business Banking 18

Global Asset Management 27

Investment Bank 33

Wealth Management USA 38

Corporate Center 43

Financial Statements
Income Statement 45
Notes to the 
Financial Statements 49

UBS Registered Shares 60



All our businesses reported both revenue
and pre-tax profit gains compared to a year
ago. Our Investment Bank reported a 115% gain
in pre-tax profit, with results driven by the best
fixed income and second best equities perform-
ances since 2000. Our wealth management and
institutional asset management businesses prof-
ited as financial markets attracted more frequent
investor activity. Strong market valuations also
helped asset-based fees. Our Wealth Manage-
ment and Global Asset Management units
reported their best results in three years, and the
Wealth Management USA business reported its
best operating performance since PaineWebber
became part of UBS.

At the same time, we have not eased our cost
discipline which was so critical in tougher rev-
enue environments. Total operating expenses, up
17% compared to first quarter 2003, rose far less
than revenues, with the increase mainly reflecting
higher accruals for performance-related compen-
sation.

Net new money flows are the best indicator of
growth in our wealth and asset management
businesses. This quarter saw clients add CHF
35 billion to their investments with UBS. Private
investors added a record CHF 19 billion to our
wealth management businesses worldwide, com-
pared to CHF 11 billion a year earlier. Inflows
from our institutional asset management clients
reached a record high of CHF 10 billion. Our
independent private banks and GAM together
recorded an inflow of CHF 6 billion.

Increasing our market risk limits allowed us to
take advantage of the trading conditions we saw
in first quarter, particularly in fixed income
where the high level of client activity, along with
the levels of rates and steepness of the yield curve
remained attractive. Set against a 34% increase
in average Value at Risk compared to a year ear-
lier, total income from trading activities rose
33%.

Dear Shareholders,

With our best quarterly performance on record,
the year has started extremely well. Net profit
was CHF 2,423 million, double our result in first
quarter 2003 (and up 82% before goodwill).
Revenues rose 33%. Before goodwill, earnings
per share increased 95% to CHF 2.46 while
return on equity was at 31.9% – record quarterly
levels for both. 

This outstanding performance is naturally a
reflection of the excellent trading conditions in
major financial markets and the positive effect of
strong market valuations on invested assets. We
also believe, however, that it shows the payoff
from investing in our businesses somewhat coun-
tercyclically over the past few years – positioning
ourselves for exactly these kinds of opportunities.
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the value of our investment and putting us in a
strong position, as majority shareholder, to divest
it in the future when the opportunity arises.

Outlook – This quarter was one of those rare
periods when conditions for every one of our
businesses were simultaneously excellent. As the
year progresses, such a positive combination of
circumstances is not likely to continue, especially
given the natural seasonality that boosts the first
quarter in some units. That said, with our busi-
nesses firing on all cylinders and the growth indi-
cators all showing positive, we have every reason
to feel optimistic about UBS’s future.

4 May 2004

UBS

Marcel Ospel Peter Wuffli
Chairman Chief Executive Officer

UBS has all that it needs to grow. One of our
major investments is in our brand, which this
quarter was reflected in a new global advertising
campaign, launched in February. Our advertising
investment concentrates on key markets where
we need to further build familiarity with our
brand in order to achieve our growth targets –
particularly the US. The campaign – themed
“You and us” – shows how UBS delivers global
financial resources through personal client rela-
tionships based on intimate understanding.

Selective, bolt-on acquisitions will continue to
be an element of our growth strategy. The two
acquisitions we have made so far this year –
Laing & Cruickshank and Scott Goodman Har-
ris – have helped us become one of the top-tier
providers in the UK wealth management market. 

Expanding our core businesses also implies that
we will continue to divest non-core businesses and
participations. Our current stake in Motor-Colum-
bus (a Swiss holding company whose most signifi-
cant asset is a majority ownership interest in Atel,
a Swiss electricity company) is no exception. At the
beginning of April, we announced the acquisition
of an additional 20% stake in Motor-Columbus
from the German utility RWE, temporarily raising
our participation to 55.6%, allowing us to protect



unit (ITI). The new unit covers most of our IT
infrastructure functions across the firm, and aims
to serve our businesses in a client-focused and
cost-efficient way.

The unit’s overall structure and senior man-
agement responsibilities have now been defined,
and it started to operate in second quarter 2004.
ITI will be housed within Corporate Center and
approximately 2,400 employees were relocated
from the Business Groups to ITI on 1 April 2004.
The unit will charge the businesses for services
through internal service level agreements (SLAs)
leading to a reclassification of costs for the Busi-
ness Groups. 

All SLA charges will in future be shown in an
additional cost line in the income statements of
all business units. Before publication of second
quarter results we will restate prior periods to
reflect the headcount impact and the reclassifica-
tion between expense lines. The restatement will
neither affect UBS’s result as a whole nor the
Business Group results previously reported.

Acquisition of majority stake 
in Motor-Columbus
In April, we announced the acquisition of a 20%
stake in Motor-Columbus and a 1.23% stake in
Atel from RWE, a German utility, for a total con-
sideration of CHF 420 million. Motor-Columbus
is a Swiss holding company whose most signifi-
cant asset is a 58.5% ownership interest in Atel,
a Swiss-based electricity company.

UBS already owned 35.6% of Motor-Colum-
bus, a non-core participation which will rise to
55.6% following the announced acquisition.
Being the majority shareholder will allow us to
protect the value of our investment and puts us
in a strong position to divest it in the future.
Our intention is to create a long-term solution
with industrial logic for both Motor-Columbus
and Atel.

In accordance with the opt-out clause within
the Motor-Columbus articles of association, UBS
will not submit a takeover offer to other share-
holders of Motor-Columbus. At the same time,

Initiatives and achievements

Appointment of new board members
Shareholders at the 2004 Annual General Meet-
ing (AGM) elected Stephan Haeringer, our for-
mer Deputy CEO, as Executive Vice Chairman of
the Board of Directors. Helmut Panke and Peter
Spuhler were elected as independent, non-execu-
tive members of the Board of Directors. Helmut
Panke, a German citizen, is Chairman of the
Board of Management of BMW AG. Peter Spuh-
ler, a Swiss citizen, is the owner of Stadler Rail
AG in Canton Thurgau, Switzerland. Sir Peter
Davis, a member of the Board of Directors since
2001, was re-elected for another three-year term.

Two members stepped down from the Board
of Directors at the 2004 AGM. As previously
announced, Johannes A.de Gier resigned from
the Board in order to focus on his role as Chair-
man of the holding company for the three UBS
independent private banks and GAM. Hans Peter
Ming reached the statutory retirement age and
retired from the Board of Directors after com-
pleting his term of office. The UBS Board of
Directors now has ten members – seven Swiss
citizens, one UK citizen, one US citizen, and one
German citizen.

Standish assumes role as CFO
On 1 April, Clive Standish assumed his new role
as Chief Financial Officer and Head of Corpo-
rate Center. His responsibilities encompass the
management of our finance, treasury, risk and
strategy functions. He will also, together with
CEO Peter Wuffli, oversee our relationships with
regulators and investors.

Rory Tapner, formerly Joint Global Head
of Investment Banking, succeeded Standish as
Chairman and CEO of the Asia Pacific region on
1 May. He will report directly to Peter Wuffli.

Integration of IT infrastructure 
across the firm
As announced in fourth quarter 2003, we have
started to build our integrated IT infrastructure
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In March 2004, the IASB issued IFRS 3 Busi-
ness Combinations, along with the related
revised IAS 36 Impairment of Assets, and revised
IAS 38 Intangible Assets. IFRS 3 replaces IAS 22
and requires that all business combinations be
accounted for under the purchase method. The
pooling of interests method is eliminated. Under
IFRS 3, goodwill will no longer be amortized and
must be tested for impairment at least once a
year. The new standard applies prospectively to
all business combinations on or after 31 March
2004. Beginning in 2005, we will cease to amor-
tize existing goodwill and will instead conduct an
annual impairment test. Intangible assets with
indefinite useful lives will also be tested for
impairment. These changes will bring the treat-
ment of goodwill and intangible assets in line
with that under US GAAP. The adoption of the
new standards will have a material impact on our
financial statements as we, for example, recorded
CHF 756 million of goodwill amortization
expense in 2003.

Changes in accounting and presentation
from 1 January 2004
On 22 April, we published restated figures for
2003 and 2002 that align our comparative prior
periods to the changes we undertook in account-
ing and presentation on 1 January 2004.

The restatement reflected the following
changes in accounting and presentation:
– early adoption of IAS 32 Financial Instru-

ments: Disclosure and Presentation and IAS
39 Financial Instruments: Recognition and
Measurement

– change in the accounting for investment prop-
erty from historical cost less accumulated
depreciation to the fair value method

– change in accounting for credit risk losses
incurred on over-the-counter (OTC) deriva-
tives which are now reported in net trading
income and no longer through credit loss
expense

– exclusion of corporate client assets in Business
Banking Switzerland (except for pension
funds) from invested assets, including the
related net new money flows.
These changes lowered 2003 and 2002 net

profit by CHF 146 million and CHF 5 million
respectively. All figures and results presented in
this report reflect these changes. More informa-
tion on the changes can be found in Note 1 to the

the acquisition of a majority stake in Motor-
Columbus indirectly gives us a controlling inter-
est in Atel. We will therefore submit a mandatory
offer to Atel’s shareholders. However, we expect
only a small percentage of Atel shares to be ten-
dered, given that most of these shares are held by
energy companies with a strategic interest in their
stake.

The transaction is subject to approval by the
competition authorities. The Swiss Takeover
Board will rule on whether UBS must make a
separate takeover offer for Atel’s subsidiary
Società Elettrica Sopracenerina. We are seeking
an exemption from such an offer.

We expect to complete the transaction in July
and to fully consolidate Motor-Columbus in the
UBS financial statements in third quarter 2004,
showing it within a separate Business Group.

New accounting standards and changes in
accounting and presentation

Recently issued IFRS standards
In first quarter 2004, the International Account-
ing Standards Board (IASB) issued several new
standards that apply to UBS. The two described
below will have a significant influence on our
financial statements.

IFRS 2 Share-based Payment, issued on
19 February 2004, governs the accounting of
share-based payments. It will require us to recog-
nize the fair value of all share-based payment
transactions as compensation expense. Effective
1 January 2005, the new standard applies to
equity-settled awards granted after 7 November
2002 that had not vested by 1 January 2005 and
liabilities arising from cash-settled share-based
awards that exist on 1 January 2005. Retrospec-
tive application to earlier awards is permitted. It
is likely that the fair value of awards (options and
shares) will be amortized over the service period,
which is generally equal to the vesting period.
This would represent a change from our current
approach of expensing the share component of
performance-related compensation upfront in
the year of corresponding performance. We are
currently evaluating the impact of the new stan-
dard, including whether we will adopt full retro-
spective application or only consider grants made
after 7 November 2002. We will provide an
update on the application of the new standard in
our second quarter 2004 report.



shows the impact of collateral on the coverage
ratio for impaired loans.

In our Business Banking Switzerland unit, we
now split our revenues to show the breakdown
between interest income and non-interest
income, giving a more distinct picture of the
unit’s sources of revenue.

At Wealth Management USA, we now indi-
cate the split between private client and munici-
pal finance revenues. We believe this will help to
better explain the performance of the under-
lying core business. To that effect, we are also
introducing a new key performance indicator
(KPI) that shows the productivity per financial
advisor.

Financial Statements of this report and our
restatement release issued on 22 April which you
can find on the web at www.ubs.com/investors.

New disclosure starting this quarter
As part of our continuing effort to improve the
transparency of our financial reporting and pro-
vide the best possible understanding of our busi-
ness, we have made a number of enhancements to
our disclosure this quarter.

From this report on, our underwriting fee
results will be split to show both equity and fixed
income contributions.

In our credit portfolio, we have introduced
a new ratio to better explain our allowances. It
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Performance Against Targets
Year to date (annualized as applicable) 31.3.04 31.12.03 31.3.03

RoE (%)
as reported 1 29.2 17.8 13.2
before goodwill and adjusted for significant financial events 2 31.9 20.5 15.8

For the quarter ended 31.3.04 31.12.03 31.3.03

Basic EPS (CHF)
as reported 3 2.25 1.68 1.05
before goodwill and adjusted for significant financial events 4 2.46 1.89 1.26

Cost / income ratio (%)
as reported 5 70.0 73.4 78.8
before goodwill and adjusted for significant financial events 6 67.8 70.8 75.7

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

Wealth Management 16.2 6.4 7.4
Wealth Management USA 2.8 7.8 3.7

Total 19.0 14.2 11.1
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1 Net profit /average shareholders’ equity less
dividends.

2 Net profit less the amortization of goodwill and
other intangible assets and significant financial
events (after tax) /average shareholders’ equity
less dividends.

3 Details of the EPS calculation can be found in
Note 8 to the Financial Statements.

4 Net profit less the amortization of goodwill and
other intangible assets and significant financial
events (after tax) /weighted average shares out-
standing.

5 Operating expenses /operating income less credit
loss expense or recovery.

6 Operating expenses less the amortization of
goodwill and other intangible assets and signifi-
cant financial events /operating income less cred-
it loss expense or recovery and significant finan-
cial events.

7 Excludes interest and dividend income.



significant financial events (SFEs). An additional
adjustment we use in our results discussion is the
exclusion of the amortization of goodwill and
other acquired intangible assets.

These adjustments reflect our internal ap-
proach to analyzing our results and managing the
company, in which SFE-adjusted figures before
the amortization of goodwill and intangibles are
used to assess performance against peers and to
estimate future growth potential. In particular,
our financial targets have been set in terms of
adjusted results, excluding SFEs and the amor-
tization of goodwill and intangibles. All the
analysis provided in our internal management
accounting is based on operational SFE-adjusted
performance. This helps us to illustrate the
underlying operational performance of our busi-
ness, insulated from the impact of individual gain
or loss items that are not relevant to our man-
agement’s business planning decisions. A policy
approved by the Group Executive Board (GEB)
defines which items are classified as SFEs.

We focus on four key performance targets,
designed to deliver continually improving returns
to our shareholders. These targets are evaluated
on this adjusted basis.

Accordingly, before goodwill and adjusted for
significant financial events:
– Our annualized return on equity in first quar-

ter 2004 was 31.9%, up from 15.8% a year
earlier and well above our target range of
15% to 20%. It was the best result ever,
reflecting higher net profit combined with a
lower average level of equity resulting from
our continued buyback programs.

– Basic earnings per share (EPS) also stood at
the highest level ever. In first quarter 2004
they were CHF 2.46, nearly double the CHF
1.26 seen in the same quarter a year ago,
reflecting the sharp net profit increase as
well as the 7% reduction in average number
of shares outstanding from our continuous
repurchase of shares.

– The cost / income ratio was 67.8% in first
quarter 2004, an improvement from 75.7%
in the same period last year – and the lowest
level seen since 2000. Its progress reflects a
31% rise in income against an 18% increase
in operating expenses. All our Business
Groups posted higher revenues in the helpful
market environment, which were generated
from a fixed cost base that has been steadily

Results

We reported our best quarterly result ever in first
quarter 2004. Net profit was CHF 2,423 million,
up 100% from CHF 1,209 million in the same
quarter a year earlier. Before goodwill, net profit
rose 82% from first quarter 2003. Our outstand-
ing performance reflected clear success in captur-
ing revenue opportunities and growing our busi-
ness as major financial markets continued to
recover. Operating income, up 33%, was also at
an all-time record. At the same time, we contin-
ued to manage costs tightly as expenses, up 17%,
rose far less than revenues. All our business units
posted higher operating income and pre-tax prof-
its in first quarter compared to a year earlier. Our
Investment Bank reported a 115% gain in pre-
tax profit, helped by the best fixed income and
second best equity performance since 2000 with
excellent trading returns rewarding increased
levels of risk. Our wealth management and asset
management businesses profited from growing
asset bases and increased investor activity as
individuals showed more willingness to enter the
securities markets. For the first time since 2001,
quarterly fee and commission income was over
CHF 5 billion, making up almost half of total
revenues. Wealth Management USA reported its
best operating performance since joining UBS.
Global Asset Management’s result was its best
since 2000. Costs were kept under tight control
in all our businesses, with general and adminis-
trative expenses up only 8% from first quarter
2003. The 23% overall rise in personnel expens-
es, however, was a direct reflection of our out-
standing performance – prompting higher accru-
als for performance-related compensation.

Annualized return on equity for first quarter
2004 was 29.2%, compared to 13.2% a year
earlier. Basic earnings per share were CHF 2.25
in first quarter 2004, against CHF 1.05 in the
same quarter a year earlier. The cost/income ratio
was 70.0% in first quarter 2004, down from
78.8% a year earlier.

UBS targets

UBS’s performance is reported in accordance
with International Financial Reporting Standards
(IFRS). Additionally, we provide comments and
analysis on an adjusted basis which excludes
from the reported amounts certain items we term
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2004, down slightly from CHF 3.7 billion a year
earlier.

Significant financial events

There were no significant financial events in all
quarters presented.

UBS results

Operating income
Total operating income, at its highest quarterly
level ever, was CHF 10,295 million in first quar-
ter 2004, up 33% from CHF 7,768 million in
the same period a year earlier. The increase was
driven by our ability to capture revenue oppor-
tunities in increasingly active financial markets.
Higher revenues were recorded in all categories

reduced over the last few years. Those gains
were partially offset by higher personnel
expenses due to increased accruals for per-
formance-related compensation.
Our wealth management businesses had an

excellent first quarter and continued to attract
strong net new money inflows, spread across
the globe. In first quarter 2004, inflows were at
a record CHF 19.0 billion, up from CHF 11.1
billion in the same quarter a year ago. The
Wealth Management unit attracted a record CHF
16.2 billion inflow in first quarter 2004, com-
pared to CHF 7.4 billion a year earlier. The inter-
national clients business saw strong inflows into
Asia, Eastern Europe and our domestic European
wealth management business, which itself saw a
record inflow of CHF 4.2 billion. In the US, net
new money was CHF 2.8 billion in first quarter

Invested Assets
Quarter ended % change from

CHF billion 31.3.04 31.12.03 31.3.03 31.12.03 31.3.03

UBS 2,238 2,133 1,923 5 16

Wealth Management & Business Banking
Wealth Management 737 701 638 5 16
Business Banking Switzerland 139 136 126 2 10

Global Asset Management
Institutional 335 313 264 7 27
Wholesale Intermediary 267 261 255 2 5

Investment Bank 4 4 3 0 33

Wealth Management USA 663 634 569 5 17

Corporate Center
Private Banks & GAM 93 84 68 11 37

Net New Money1

Quarter ended

CHF billion 31.3.04 31.12.03 31.3.03

UBS 35.1 10.7 20.7

Wealth Management & Business Banking
Wealth Management 16.2 6.4 7.4
Business Banking Switzerland 1.0 (0.2) 1.7

Global Asset Management
Institutional 10.1 1.4 3.9
Wholesale Intermediary (1.4) (8.3) 3.4

Investment Bank 0.0 0.6 0.0

Wealth Management USA 2.8 7.8 3.7

Corporate Center
Private Banks & GAM 6.4 3.0 0.6
1 Excludes interest and dividend income.



rise to the income, rather than by the type of
income generated.

At CHF 1,265 million, net income from inter-
est margin products in first quarter 2004 was 2%
lower than the CHF 1,285 million recorded a
year earlier. This was mainly due to declining rev-
enues from our contracting recovery portfolio,
lower interest margins on client cash and savings
accounts as well as falling revenues from US dol-
lar-denominated accounts. Higher volumes of
savings accounts and the successful growth of
our mortgage business in Switzerland almost
offset those declines.

Net income from trading activities was CHF
3,600 million in first quarter 2004, up 33% from
CHF 2,707 million in the same quarter a year
earlier. Equity trading income, at its highest level
since first quarter 2001, rose to CHF 946 million
in first quarter 2004 from CHF 319 million in the
same quarter a year ago. The increase reflects a
rapid expansion in market volumes, far higher
client activity levels and therefore a significant
improvement in trading opportunities. Propri-
etary trading revenues recovered sharply from
the particularly weak first quarter a year ago.
Fixed income trading revenues continued to per-
form strongly, rising 10% to CHF 2,151 million
in first quarter 2004 from CHF 1,960 million a

of our business. The increase in market levels
positively impacted the asset base of our wealth
and asset management businesses, prompting
fee-based revenues to rise. Fee and brokerage
income profited from the seasonally strong first
quarter and a much improved market environ-
ment that helped to significantly increase the
level of institutional and private client market
activity. Both our equities and our fixed income
businesses reported strong results, particularly
in their trading activities. Private equity made
a positive contribution, reflecting lower write-
downs and higher divestment gains.

Net interest income rose to CHF 3,218 million
in first quarter 2004, up from CHF 2,909 million
in the same period a year earlier. Net trading
income was CHF 1,785 million this quarter, up
from CHF 1,221 million in first quarter 2003.

As well as income from interest margin-based
activities (loans and deposits), net interest in-
come includes income earned as a result of trad-
ing activities (for example, coupon and dividend
income). This component is volatile from period
to period, depending on the composition of the
trading portfolio. In order to provide a better
explanation of the movements in net interest
income and net trading income, we analyze the
total according to the business activities that give
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Net Interest and Trading Income
Quarter ended % change from

CHF million 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Net interest income 3,218 3,007 2,909 7 11
Net trading income 1,785 578 1,221 209 46

Total net interest and trading income 5,003 3,585 4,130 40 21

Breakdown by business activity
Quarter ended % change from

CHF million 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Net income from interest margin products 1,265 1,233 1,285 3 (2)

Equities 946 701 319 35 197
Fixed income 2,151 1,146 1,960 88 10
Foreign exchange 414 321 357 29 16
Other 89 86 71 3 25

Net income from trading activities 3,600 2,254 2,707 60 33

Net income from treasury activities 310 326 398 (5) (22)

Other 1 (172) (228) (260) (25) (34)

Total net interest and trading income 5,003 3,585 4,130 40 21
1 Principally external funding costs of the Paine Webber Group, Inc. acquisition.
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lier. Major gains were seen in all geographical
regions. Net brokerage fees were CHF 1,341 mil-
lion in first quarter 2004, up 50% from CHF
895 million a year earlier. This was the highest
level seen since first quarter 2001, reflecting the
improved markets and the resulting higher insti-
tutional as well as individual client activity.
Investment fund fees, at their highest level ever,
were CHF 1,131 million in first quarter 2004,
up 28% from CHF 882 million a year earlier,
mainly reflecting higher asset- and sales-based
fees in our wealth and asset management busi-
nesses. Portfolio and other management and
advisory fees rose 25% to CHF 1,122 million in
first quarter from CHF 901 million a year earlier.
The gain was due to higher management and per-
formance fees in our asset management business
and increased portfolio management and advis-
ory fees in our wealth management businesses,
resulting from rising invested asset levels.

At CHF 284 million, other income in first
quarter 2004 was CHF 403 million higher than
the loss of CHF 119 million a year earlier. The
increase was mainly due to higher disposal gains
from private equity investments as well as a CHF
171 million drop in impairment charges for pri-
vate equity investments as well as other financial
investments.

Operating expenses
We continue to manage costs closely and con-
tinue to look for ways to improve the efficiency
of our businesses. Total operating expenses, at
CHF 7,206 million in first quarter 2004, were
17% higher than CHF 6,174 million in first
quarter 2003. The increase mainly reflects high-
er personnel expenses due to increasing accruals
for performance-related compensation follow-
ing the significant revenue gains in all our busi-
nesses. General and administrative expenses
increased slightly although they remained under
tight control and were at their third lowest level
since 2000, with declines seen in several business
units. The weakening of major currencies
against the Swiss franc helped keep expenses
down.

Personnel expenses increased 23% to CHF
5,171 million in first quarter 2004 from CHF
4,202 million in the same quarter a year earlier.
The increase almost wholly reflects higher rev-
enue-related accruals for performance-related
compensation in all our Business Groups. This

year earlier. The result was one of the best since
2001 and reflected high client activity as well as
another quarter of favorable interest rates and
yield curve configuration. Particular strength was
seen in rates derivatives and mortgages, partially
offset by a weaker result in investment grade
trading. Positive revenues of CHF 53 million
relating to Credit Default Swaps (CDSs) hedging
existing credit exposure in the loan book com-
pared to a mark to market loss of CHF 38 million
a year ago. Foreign exchange saw strong sales
volumes in cash and derivative transactions,
helping trading revenues to rise 16% to CHF 414
million in first quarter 2004 from CHF 357 mil-
lion a year earlier.

In first quarter 2004, net income from treasury
activities was CHF 310 million, down 22% from
CHF 398 million a year earlier. The drop was
mainly due to lower income from currency hedg-
ing revenues with a partial reversal of the unreal-
ized gain recorded in fourth quarter. Returns on
invested equity fell as we continued to repurchase
shares. The impact of falling interest rates was par-
tially offset by the diversification of our invested
equity into currencies other than the Swiss franc.

Other net trading and interest income showed
negative revenues of CHF 172 million compared
to negative CHF 260 million a year earlier. The
improvement was mainly due to lower funding
costs for goodwill as well as the contraction of
our private equity portfolio.

Net fee and commission income was CHF
5,005 million in first quarter 2004, up 31% from
first quarter 2003’s CHF 3,826 million, reflecting
increases in nearly all categories, with major
gains in asset-based, brokerage and underwriting
fees. Underwriting fees, at their second highest-
ever level, were CHF 711 million in first quarter
2004, up 63% from CHF 437 million in the same
quarter a year ago. Both equity and fixed income
underwriting rose. Compared to a year earlier,
equity underwriting rose 190% to CHF 397 mil-
lion and fixed income underwriting advanced
5% to CHF 314 million. Corporate finance fees,
at CHF 200 million in first quarter, rose 75%
from CHF 114 million a year earlier. We were
able to benefit from the improved market envi-
ronment for merger and acquisition activities as
the global fee pool (according to Freeman) grew
by 40%. We ranked fifth in the market with a
market share of 5.1% in first quarter 2004, up
from the eighth rank and 3.8% share a year ear-



At CHF 303 million, depreciation, also at
its lowest level ever, dropped 9% from CHF
333 million in first quarter 2003. The decline
reflected lower charges for IT depreciation,
mainly at the Investment Bank.

Amortization of goodwill and other intangible
assets dropped 7% to CHF 225 million in first
quarter 2004 from CHF 242 million a year ear-
lier, reflecting the strengthening of the Swiss
franc against major currencies.

Tax
In first quarter, UBS incurred a tax expense of
CHF 579 million, reflecting an effective tax rate
of 18.8% for the quarter, compared to last year’s
full-year rate of 17.8% (before significant finan-
cial events). The first quarter 2004 rate was pos-
itively influenced by a beneficial regional profit
mix, as well as by strong profitability in entities

was slightly offset by lower contributions to
retirement benefit plans, declining severance
expenses at the Investment Bank and lower reten-
tion expenses at the Wealth Management USA
business. Personnel expenses are managed on a
full-year basis with final fixing of annual per-
formance-related payments in fourth quarter.

General and administrative expenses were
CHF 1,507 million in first quarter, up 8% from
the record low of CHF 1,397 million a year ear-
lier. Most categories of expenses registered slight
increases. The largest increases were for occu-
pancy (due to a provision for a sub-lease), pro-
fessional fees (reflecting higher legal fees) and
advertising expenses (because of our new global
brand campaign). This was partially offset by
lower telecommunication and postage expenses
as well as declining rent and maintenance
expenses.
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Allowances and provisions for credit risk

CHF million Wealth Management

As at 31.3.04 31.12.03

Due from banks 772 738
Loans 39,245 35,500

Total lending portfolio, gross 40,017 36,238

Allowances for credit losses (18) (16)
Total lending portfolio, net 39,999 36,222

Impaired lending portfolio, gross 12 8
Estimated liquidation proceeds of collateral for impaired loans (2) 0

Impaired lending portfolio, net of collateral 10 8

Allocated allowances for impaired lending portfolio 10 8
Other allowances and provisions 8 8

Total allowances and provisions for credit losses 18 16

of which allowances and provisions for country risk 8 8

Non-performing loans 9 2

Allowances for non-performing loans 6 0

Ratios
Allowances and provisions as a % of lending portfolio, gross 0.0 0.0

Impaired as a % of lending portfolio, gross 0.0 0.0

Allocated allowances as a % of impaired lending portfolio, gross 83.3 100.0

Allocated allowances as a % of impaired lending portfolio, net of collateral 100.0 100.0

Non-performing loans as a % of lending portfolio, gross 0.0 0.0

Allocated allowances as a % of non-performing loans, gross 66.7 0.0
1 Includes Global Asset Management, Private Banks & GAM and Corporate Center.
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for the valuation of options (mainly longer
expected option life and higher risk free rates)
drove the after-tax cost higher.

Most stock options are granted in the first quar-
ter of the year, with any further grants generally
reflecting those made under the Equity Plus pro-
gram, an ongoing employee participation program
under which voluntary investments in UBS shares
each quarter are matched with option awards.

Our valuation of options may change during
the year due to further work we will undertake to
implement the new IFRS 2 standard. For further
details on the new standard, please refer to
page 5.

Credit risk

UBS experienced another strong credit result in
first quarter 2004, posting a net credit recovery

with tax losses carried forward. The slight in-
crease from the full-year rate reflects our stronger
results and therefore slightly higher progressive
tax rates in Switzerland. We continue to believe
that an underlying tax rate of around 19%
(before significant financial events) is a reason-
able indicator for full-year 2004.

Fair value disclosure of options
The proforma expense for options awarded, net of
tax, which would have been incurred if recorded
at fair value was CHF 468 million (pre-tax: CHF
496 million) in first quarter 2004, up from CHF
358 million (pre-tax: CHF 470 million) in first
quarter 2003. In line with our strategy to be more
selective, we granted 40% fewer options in first
quarter than in the same period a year earlier.

However, the higher UBS share price, a lower
proforma tax benefit, and adjusted assumptions

Business Banking Wealth Management
Switzerland Investment Bank USA Others 1 UBS

31.3.04 31.12.03 31.3.04 31.12.03 31.3.04 31.12.03 31.3.04 31.12.03 31.3.04 31.12.03

3,250 2,574 21,264 24,486 1,713 1,493 3,095 2,733 30,094 32,024
136,637 135,960 34,776 30,668 12,582 11,623 2,356 2,220 225,596 215,971

139,887 138,534 56,040 55,154 14,295 13,116 5,451 4,953 255,690 247,995

(2,732) (2,876) (588) (655) (25) (25) (4) (4) (3,367) (3,576)
137,155 135,658 55,452 54,499 14,270 13,091 5,447 4,949 252,323 244,419

5,927 6,382 739 791 25 25 4 3 6,707 7,209
(2,350) (2,460) (46) (3) (2) (2) 0 0 (2,400) (2,465)

3,577 3,922 693 788 23 23 4 3 4,307 4,744

2,664 2,822 565 599 25 25 4 4 3,268 3,458
353 304 136 181 1 3 0 0 498 496

3,017 3,126 701 780 26 28 4 4 3,766 3,954

124 110 114 144 0 0 0 0 246 262

4,176 4,418 452 455 25 25 3 1 4,665 4,901

2,440 2,346 391 392 25 25 3 1 2,865 2,764

2.2 2.3 1.3 1.4 0.2 0.2 0.1 0.1 1.5 1.6

4.2 4.6 1.3 1.4 0.2 0.2 0.1 0.1 2.6 2.9

44.9 44.2 76.5 75.7 100.0 100.0 100.0 133.3 48.7 48.0

74.5 72.0 81.5 76.0 108.7 108.7 100.0 133.3 75.9 72.9

3.0 3.2 0.8 0.8 0.2 0.2 0.1 0.0 1.8 2.0

58.4 53.1 86.5 86.2 100.0 100.0 100.0 100.0 61.4 56.4



book, as expressed by the ratio of impaired loans
to total loans, improved to 2.6% from 2.9%.

This quarter, we introduced a new ratio to bet-
ter explain our allowances. It shows the impact
of collateral on the coverage ratio for impaired
loans. The ratio was 75.9% on 31 March 2004
compared to 48.7% when excluding the effect of
collateral.

Market risk 

Market risk is incurred primarily through UBS’s
trading activities, which are centered in the
Investment Bank.

As noted in our fourth quarter 2003 report,
with the growth in the competitiveness of our
trading businesses, the successful growth of our
franchise, and increased market opportunities,
we raised the Value at Risk (VaR) limit for the
Investment Bank to CHF 600 million from
CHF 450 million effective 1 January 2004.
Within this new limit, average VaR rose to
CHF 466 million compared with CHF 356 mil-
lion in the previous quarter. The main driver for
VaR remained interest rate exposures – in par-
ticular exposures to highly rated securities in
the credit markets. Given continued favorable
market conditions, opportunities were also
taken in US Treasuries, high yield and emerging
market bonds. New deal flow and secondary
markets also remained strong, which supported
both customer flow trading and proprietary
activity.

Equity markets in general started the year
higher, with the trend continuing into February.
In March, markets softened as the more uncer-
tain geopolitical situation led to increased market
volatility. VaR for equities ended the quarter
broadly unchanged from fourth quarter 2003,
with the average slightly higher as we supported
higher levels of primary issuance.

of CHF 3 million, compared to credit loss
expense of CHF 46 million in fourth quarter
2003 and CHF 69 million in first quarter 2003.

The Wealth Management & Business Banking
business incurred a net credit loss expense of
CHF 54 million in first quarter 2004, compared
to CHF 64 million in first quarter 2003 and CHF
100 million in fourth quarter 2003. As the Swiss
economy showed signs of a recovery, new impair-
ments remained low, and recoveries of previously
established provisions exceeded our expecta-
tions.

The Investment Bank realized net recoveries
of CHF 58 million in first quarter 2004 as we
continued to benefit from the release of previ-
ously established provisions, reflecting improv-
ing business sentiment and stronger credit fun-
damentals as companies continue to rebuild
their balance sheets. In fourth quarter 2003,
the Investment Bank realized net recoveries of
CHF 54 million and in first quarter 2003 expe-
rienced a net credit loss expense of CHF 5 mil-
lion.

On 31 March 2004, UBS’s gross loan port-
folio was CHF 256 billion compared to CHF 248
billion on 31 December 2003 as all businesses
increased lending exposure. The loan book of
Wealth Management & Business Banking saw an
increase of CHF 5.1 billion, of which CHF 3.8
billion was in Wealth Management, reflecting the
success of a focused campaign to extend secured
lending. At the Investment Bank, outstanding
loans were up a marginal CHF 0.9 billion. The
loan book of Wealth Management USA grew
CHF 1.2 billion as clients leveraged their invest-
ment portfolios in anticipation of annual client
tax requirements.

Total impaired loans fell CHF 502 million or
7% to CHF 6,707 million on 31 March 2004
from CHF 7,209 million on 31 December 2003.
In the same period, the relative quality of our loan
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Credit loss (expense) / recovery

Quarter ended % change from

CHF million 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Wealth Management & 
Business Banking (54) (100) (64) (46) (16)
Investment Bank 58 54 (5) 7
Wealth Management USA (1) 0 0
Corporate Center 0 0 0

UBS 3 (46) (69)
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emerging markets, and severe currency and inter-
est rate movements. These scenarios are kept
under constant review and fine-tuned as neces-

Within these risk levels, we have continued to
avoid risk concentrations and focused on taking
risk in liquid assets. As can be seen in the back-
testing graph, revenue volatility remained low.

‘Backtesting’ compares actual revenues arising
from closing positions (i. e. excluding intraday
revenues, fees and commissions) with the 1-day
VaR calculated on these positions, and is used to
monitor the quality of the VaR model. The graph
opposite shows these daily revenues and the  cor-
responding 1-day VaR over the last 12 months.
The 10-day VaR, which is the basis of the limits
and exposures in the tables above, is also shown
in this graph for information. Revenues over the
period were within the range predicted by the
VaR model.

We routinely assess and actively manage tail
risks against a standard set of forward-looking
scenarios supplemented by specific scenarios tar-
geting individual sectors or reflecting current
concerns, such as increasing interest rate levels.
Stress events modeled in our standard scenarios
include crises in equity, corporate bond and

Investment Bank: Value at Risk (10-day 99% confidence)

Quarter ended 31.3.04 Quarter ended 31.12.03

CHF million Min. Max. Average 31.3.04 Min. Max. Average 31.12.03

Risk type
Equities 150.5 176.1 158.4 154.4 141.9 189.4 154.7 159.8
Interest rates 367.1 521.0 434.3 521.0 252.9 437.1 341.1 394.5
Foreign exchange 5.3 72.6 30.1 19.1 8.4 46.4 22.9 28.3
Other1 9.3 28.6 16.8 14.6 7.4 21.1 14.3 9.5
Diversification effect 2 2 (174.0) (190.7) 2 2 (176.9) (181.6)

Total 388.9 555.5 465.6 518.4 294.9 430.2 356.1 410.5
1 Includes energy and precious metals risk. 2 As the minimum and maximum occur on different days for different risk types, it is not meaningful to calculate a portfolio diversification effect.

UBS: Value at Risk (10-day 99% confidence)

Quarter ended 31.3.04 Quarter ended 31.12.03

CHF million Limits Min. Max. Average 31.3.04 Min. Max. Average 31.12.03

Business Groups
Investment Bank 600 388.9 555.5 465.6 518.4 294.9 430.2 356.1 410.5
Wealth Management USA 50 12.7 27.4 17.2 17.8 10.0 20.6 15.6 16.7
Global Asset Management 1 30 7.2 15.8 10.6 7.7 7.7 13.1 10.3 8.1
Wealth Management & 
Business Banking 5 0.5 1.1 0.8 0.9 0.6 1.3 0.9 0.7
Corporate Center 2 150 46.9 69.0 57.8 52.4 43.0 58.9 50.3 49.2
Reserve 170
Diversification effect 3 3 (69.7) (57.5) 3 3 (64.9) (71.6)

Total 750 397.5 557.7 482.3 539.7 297.9 456.3 368.3 413.6
1 Only covers UBS interest in UBS O’Connor funds. 2 VaR for Corporate Center includes interest rate exposures in the banking books of Group Treasury and of the Private Banks. 3 As the minimum and maximum occur on
different days for different Business Groups, it is not meaningful to calculate a portfolio diversification effect.
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pushed our Tier 1 capital ratio up to 12.1% from
11.8% a quarter earlier.

Buyback program
We terminated our 2003 share buyback program
on 5 March 2004 after repurchasing a total of
59,482,000 shares for an average price of CHF
75.93 for a total value of CHF 4.5 billion. Fol-
lowing the approval at the Annual General Meet-
ing on 15 April 2004, these shares are expected
to be canceled in July 2004.

In light of the continued strong capitaliza-
tion, we started a new program on 8 March
2004, which will again lead to a cancelation of
the repurchased shares. The program will allow
the repurchase of shares for a maximum value
of CHF 6 billion or 5.4% of total share capital
and will run for one year. We will seek approval
for the cancelation of shares bought back under
this program at the Annual General Meeting in
April 2005. As of 31 March 2004, we had not
yet bought back any shares under the new pro-
gram.

sary. Like VaR, stress loss exposure ended the
quarter higher than at the previous quarter end.
The average was also higher but exposure
remained within limits.

Capital management

We remain committed to being one of the best-
capitalized financial services firms in the world
and will therefore continue to manage our bal-
ance sheet prudently. This clear focus as well as
our ongoing strong cash flow generation allowed
us to continue our share buyback programs.

Risk-weighted assets, at CHF 262.7 billion on
31 March 2004, rose 4% from CHF 251.9 bil-
lion on 31 December 2003. The increase
was mainly due to higher capital requirements
for market risk and from our principal finance
business as well as the appreciation of the US dol-
lar against the Swiss franc. BIS Tier 1 capital was
CHF 31.7 billion on 31 March 2004, up from
CHF 29.8 billion on 31 December 2003. The
increase, reflecting strong retained earnings,
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BIS Capital and Ratios

CHF million, except where indicated % change from

As at 31.3.04 31.12.03 31.3.03 31.12.03 31.3.03

Risk-weighted assets 262,674 251,901 238,746 4 10

BIS Tier 1 capital 31,700 29,765 27,562 7 15
of which hybrid Tier 1 capital 1 3,294 3,224 3,113 2 6
BIS total capital 35,473 33,581 32,490 6 9

BIS Tier 1 capital ratio (%) 12.1 11.8 11.5
of which hybrid Tier 1 capital (%) 1 1.3 1.3 1.3
BIS total capital ratio (%) 13.5 13.3 13.6
1 Trust preferred securities.

UBS Shares and Market Capitalization

Number of shares, except where indicated % change from

As at 31.3.04 31.12.03 31.3.03 31.12.03 31.3.03

Total ordinary shares issued 1,184,421,495 1,183,046,764 1,256,702,037 0 (6)
Second trading line treasury shares

2002 first program (67,700,000)
2002 second program (8,270,080)
2003 program (59,482,000) (56,707,000) (1,470,000)
2004 program 0

Shares outstanding for 
market capitalization 1,124,939,495 1,126,339,764 1,179,261,957 0 (5)

Share price (CHF) 94.10 84.70 57.50 11 64

Market capitalization (CHF million) 105,857 95,401 67,808 11 56

Total treasury shares 109,842,853 111,360,692 106,106,685 (1) 4
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2004 from 111,360,692, or 9.4% of all issued,
on 31 December 2003. A decline in the number
of treasury shares held for employee share and
option programs was responsible for the drop.
The majority of grants for those programs are
made in first quarter. The overall decline was par-
tially offset by shares purchased under our buy-
back program.

Of the currently held treasury shares,
59,482,000 were bought for cancelation whereas
the other 50,360,853 cover employee share and
option programs, and, to a limited extent, mar-
ket-making activities in the Investment Bank.
The Investment Bank acts as a market-maker in
UBS shares as well as in derivatives related to
those shares and may hold UBS shares as a hedge
for derivatives issued to retail and institutional
investors. Changes in the trading approach can
lead to fluctuations in the size of our direct
holding of UBS shares.

Treasury shares
IFRS requires a company that holds its own
shares for trading or non-trading purposes to
record those shares as treasury shares and deduct
them from shareholders’ equity.

Our holding of own shares fell to
109,842,853, or 9.3% of all issued, on 31 March
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Wealth Management & Business Banking

Wealth Management & Business Banking
4 May 2004

Georges Gagnebin
Chairman, Wealth Management &
Business Banking

Marcel Rohner
CEO, Wealth Management & 
Business Banking

In first quarter 2004, Wealth Management recorded its best quarterly result in three years.
Pre-tax profit was CHF 868 million, up 23% from fourth quarter 2003. Net new money inflows
were a record CHF 16.2 billion, including an all-time high contribution of CHF 4.2 billion from
the European wealth management business. Business Banking Switzerland’s pre-tax profit
was CHF 510 million in first quarter 2004, a 5% decrease from fourth quarter 2003, reflecting
slightly lower operating income.

Business Group reporting

Quarter ended % change from

CHF million, except where indicated 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Income 3,203 3,028 2,866 6 12
Adjusted expected credit loss 1 (17) (5) (57) 240 (70)

Total operating income 3,186 3,023 2,809 5 13

Personnel expenses 1,185 1,118 1,146 6 3
General and administrative expenses 523 543 517 (4) 1
Depreciation 82 101 94 (19) (13)
Amortization of goodwill and other intangible assets 18 17 19 6 (5)

Total operating expenses 1,808 1,779 1,776 2 2

Business Group performance before tax 1,378 1,244 1,033 11 33

Business Group performance before tax and 
amortization of goodwill and other intangible assets 1,396 1,261 1,052 11 33

Additional information
Regulatory equity allocated (average) 9,150 8,850 8,500 3 8
Cost / income ratio (%) 2 56.4 58.8 62.0
Cost / income ratio before goodwill (%) 3 55.9 58.2 61.3
1 In management accounts, adjusted expected credit loss rather than credit loss is reported for the Business Groups (see Note 2 to the Financial Statements).
2 Operating expenses / income. 3 Operating expenses less the amortization of goodwill and other intangible assets / income.
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Wealth Management

1 In management accounts, adjusted expected
credit loss rather than credit loss is reported for
the Business Groups (see Note 2 to the Financial
Statements).

2 Excludes interest and dividend income.

3 Income (annualized) /average invested assets.

4 Operating expenses / income.

5 Operating expenses less the amortization of
goodwill and other intangible assets / income.

6 Operating expenses less the amortization of
goodwill and other intangible assets and
expenses for the European wealth management
business / income less income for the European
wealth management business.

Business Unit reporting
Quarter ended % change from

CHF million, except where indicated 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Income 1,932 1,739 1,575 11 23
Adjusted expected credit loss 1 (2) 1 (2) 0

Total operating income 1,930 1,740 1,573 11 23

Personnel expenses 522 479 474 9 10
General and administrative expenses 508 518 525 (2) (3)
Depreciation 14 21 21 (33) (33)
Amortization of goodwill and other intangible assets 18 17 19 6 (5)

Total operating expenses 1,062 1,035 1,039 3 2

Business unit performance before tax 868 705 534 23 63

Business unit performance before tax and 
amortization of goodwill and other intangible assets 886 722 553 23 60

KPI’s
Invested assets (CHF billion) 737 701 638 5 16
Net new money (CHF billion) 2 16.2 6.4 7.4

Gross margin on invested assets (bps) 3 107 100 98 7 9

Cost / income ratio (%) 4 55.0 59.5 66.0
Cost / income ratio before goodwill (%) 5 54.0 58.5 64.8
Cost / income ratio before goodwill and excluding 
the European wealth management business (%) 6 46.9 49.2 56.7

Client advisors (full-time equivalents) 3,343 3,300 3,065 1 9

International Clients
Income 1,336 1,205 1,088 11 23

Invested assets (CHF billion) 521 491 447 6 17
Net new money (CHF billion) 2 15.1 7.1 7.0

Gross margin on invested assets (bps) 3 106 99 97 7 9

European wealth management (part of International Clients)
Income 92 80 52 15 77

Invested assets (CHF billion) 51 46 31 11 65
Net new money (CHF billion) 2 4.2 1.7 3.0

Client advisors (full-time equivalents) 695 672 575 3 21

Swiss Clients
Income 596 534 487 12 22

Invested assets (CHF billion) 216 210 191 3 13
Net new money (CHF billion) 2 1.1 (0.7) 0.4

Gross margin on invested assets (bps) 3 112 102 101 10 11

Additional information % change from

As at 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Client assets (CHF billion) 931 884 777 5 20
Regulatory equity allocated (average) 2,800 2,700 2,550 4 10
Headcount (full-time equivalents) 9,199 9,176 9,316 0 (1)



high client activity levels, and the margin also
benefited from our continuous effort to enhance
our client offering with value-added products
and services.

The pre-goodwill cost / income ratio, at 54.0%
in first quarter 2004, was down 4.5 percentage
points from fourth quarter 2003. The drop was
due to the strong growth in operating income
combined with strictly controlled non-personnel
expenses. Excluding the European wealth man-

Key performance indicators

The first quarter 2004 net new money inflow of
CHF 16.2 billion was CHF 9.8 billion higher
than the fourth quarter 2003 figure of CHF
6.4 billion, and 72% higher than the previous
record intake in third quarter 2003. The Inter-
national Clients business reported a record CHF
15.1 billion in net new money, with positive
inflows in all geographical regions. Particularly
strong inflows were seen from Asia, Eastern
European and European domestic clients. The
Swiss Clients business also showed a record
intake of CHF 1.1 billion, reflecting successful
client acquisition activity. In first quarter, the net
new money intake from existing clients was par-
ticularly high. Our extremely strong perform-
ance reflects continuous investment in our
domestic European business as well as other
growth areas, among them the Asia Pacific
region, giving us significantly enhanced capacity.
A clear example of that is our client advisor
workforce, which has expanded by 19% over
the last two years. The stronger market environ-
ment, as well as certain seasonal effects, also had
a positive influence.

Invested assets on 31 March 2004 were
CHF 737 billion, up 5% from CHF 701 billion
on 31 December 2003, due to the high net new
money intake, the slight increase in the US dollar
against the Swiss franc (approximately 37% of
Wealth Management’s invested assets are dollar-
denominated) and the effect of the continued
recovery seen in most financial markets.

Gross margin on invested assets increased
to 107 basis points in first quarter 2004 from
100 basis points in fourth quarter 2003, reflect-
ing the helpful market environment. Brokerage
fees were particularly strong on exceptionally
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Income in first quarter 2004 was a record
CHF 92 million, up 15% from CHF 80 million in
fourth quarter 2003 because of higher recurring
revenues from the rapidly growing asset base and
increased client transaction activity.

The number of client advisors rose to 695 at
the end of March 2004, up from 672 at the end
of December 2003. This increase was mainly due
to the inclusion of 16 client advisors acquired
from Merrill Lynch in Germany.

UBS strengthens UK domestic presence
On 10 February 2004, UBS agreed to buy UK
wealth manager Laing & Cruickshank from
Crédit Lyonnais, a member of the French Crédit
Agricole Group, for approximately GBP 160 mil-
lion. Laing & Cruickshank is a leading provider
of wealth management services to high net worth
investors and charities. It will add approximately
GBP 5 billion in invested assets – doubling the
present GBP 5 billion of invested assets in our
UK domestic business. The acquired business has
246 employees. 

A week later, on 17 February, UBS agreed to
acquire Scott Goodman Harris, a leading UK
Independent Financial Advisor (IFA) that serves
executives and company directors and is a leader
in advising clients on life insurance and pensions
products. Scott Goodman Harris employs 28
people and has 6 partners.

Scott Goodman Harris was fully integrated in
mid-April. The Laing & Cruickshank transaction
is expected to be completed in second quarter
2004, subject to regulatory approval. Consequent-
ly, neither is reflected in first quarter figures. The
acquisitions will accelerate UBS’s successful organ-
ic growth program, under which it has expanded
its UK domestic business in four years to over
GBP 5 billion in invested assets and more than
100 client advisors. The combined business will
be a leading player in the UK wealth management
sector.

The purchases are a further step in the sys-
tematic expansion of UBS’s European wealth
management business following the acquisition
of the private client businesses of Merrill Lynch
in Germany in October 2003, and of Lloyds TSB
in France in May 2003.

In addition to these acquisitions, we have fur-
ther strengthened our UK presence by opening a
representative office in Manchester.

agement business, the pre-goodwill cost / income
ratio was 46.9% in first quarter 2004, down
2.3 percentage points from the previous quarter.

European wealth management

Our European wealth management business
continues to perform strongly with all its key
performance indicators at all-time highs. Net
new money in first quarter 2004 was CHF 4.2
billion – up strongly from CHF 1.7 billion in
fourth quarter 2003. This was the best result
since the initiative’s launch at the beginning of
2001. Particularly strong inflows were seen in
Germany and the UK. The inflow in first quarter
2004 represents an annualized growth rate of
37% of year-end 2003 assets.

The level of invested assets reached a record
CHF 51 billion on 31 March 2004, up from CHF
46 billion on 31 December 2003, as a result of
the strong net new money inflows, the first-time
inclusion of the invested assets from the acqui-
sition of Merrill Lynch’s private client business
in Germany and positive market and currency
developments.
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to the article published on page 20 of our Second
Quarter 2003 Report.

Results

In first quarter 2004, Wealth Management’s 
pre-tax profit was CHF 868 million, up CHF
163 million, or 23%, from fourth quarter 2003.
This was the best result in three years and reflect-
ed higher operating income, which rose on gains
in asset-based and transaction fees. In contrast,
operating expenses increased only slightly, allow-
ing almost the entire rise in operating income to
be captured in the bottom line.

Operating income
Total operating income, at CHF 1,930 million in
first quarter 2004, increased by CHF 190 million
or 11% from fourth quarter 2003. This repre-
sents the highest level since 2001. Recurring

Initiatives and achievements

Australian private client business joins
Wealth Management
On 1 April 2004, our Australian private client
business was transferred to the Wealth Manage-
ment business from the Investment Bank. The
business, with 123 employees, has branches in
Melbourne and Sydney. The total of invested
assets transferred was approximately CHF 3 bil-
lion.

Top-tier in unit-linked life insurance in
Switzerland
Our three-year old UBS Life Swiss unit has
become, with a total premium volume of CHF
251 million in 2003, one of the leaders in the
national market for single premium unit-linked
life insurance products.

In early 2004, its product range was expand-
ed by the UBS Life Funds MFP (Managed Fund
Portfolio). This specific unit-linked life insurance
gives our clients an opportunity to combine their
investment strategy in a first-class fund portfolio
(comprising both UBS and third-party invest-
ment funds) with a life insurance contract.

Our international life insurance unit, UBS
International Life Ltd., which was established
last spring in Dublin, generated a volume of more
than CHF 1 billion in premiums in its first eight
months of operation. For more detailed informa-
tion on our life insurance businesses, please refer
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selling assets. Investors gained access to a
product with an attractive yield, while we
received a substantial flow of assets into
our wealth management business.

CAG has specialized in corporate
finance solutions for private company
owners since 2002. As one would expect,
the majority of the unit’s 40 professionals
come from an investment banking back-
ground. Yet it would be a mistake to regard
CAG as a “mini-investment bank” within
the Wealth Management business.

For CAG, corporate finance solutions

Our private client had interests in various
industries, including a substantial stake in a
listed blue-chip company. Now he needed to
raise funds for a new venture, but preferred
not to sell down any of his existing holdings.

The answer came from our Corporate
Advisory Group (CAG). Using the client’s
shares in the blue-chip company as collat-
eral, the team structured a USD 30 million
equity-linked note that was then sold
through our own distribution network.

The transaction generated benefits for
all parties: the client raised capital without

are not an end in themselves. Rather, they
form part of a holistic approach to wealth
management. Together with client advi-
sors, the CAG team takes into account the
client’s entire needs, both private and cor-
porate, when advising on corporate finance
solutions.

Typically, a client approaches CAG for
assistance with a succession problem at a
family-owned firm. If appropriate, the
group can find buyers for all or part of such
a company, then structure and execute the
transaction.

Holistic solutions for private company owners
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Outlook

We started the year with very strong results. The
helpful market environment was reflected in very
high client activity levels, a rising asset base, and
exceptionally strong inflows of net new money.
The countercyclical investments we have made in
our franchise and staff over the last two years
have started to pay off, giving us the opportunity
to grow in markets where new wealth is being
created. We are in a prime position to further
grow our asset base and continue to improve
profitability although we are obviously depend-
ent on overall market developments that have an
impact on client activity levels, our asset base and
therefore, profitability.

income increased on rising asset-based fees, bene-
fiting from gains in asset levels. Non-recurring
income rose due to higher brokerage fees, reflect-
ing an increase in client activity levels, which were
particularly strong due to the positive market
environment. The share of recurring income
increased from 70% to 71%.

Operating expenses
Wealth Management’s operating expenses were
CHF 1,062 million in first quarter 2004, up 3%
from the previous quarter. Personnel expenses, at
CHF 522 million in first quarter 2004, increased
by 9% from fourth quarter 2003, due to higher
performance-related accruals in line with revenue
growth. General and administrative expenses, at
CHF 508 million, were down CHF 10 million
from the fourth quarter 2003 level. This was
mainly due to lower travel and entertainment
expenses. Depreciation fell to a record low of
CHF 14 million, reflecting lower charges for IT.

Headcount
Headcount, at 9,199 on 31 March 2004,
increased by 23 from 31 December 2003, reflect-
ing the inclusion of Merrill Lynch staff in Ger-
many, partially offset by the ongoing streamlin-
ing of processes and structures.

But the transaction is only a first step. A
team of specialists from different areas of
Wealth Management ensures that the trans-
action is structured efficiently, the proceeds
of any sale effectively invested and estate-
planning issues settled in line with the
client’s objectives.

To this end, CAG works closely with
client-facing and product units across the
firm. Within Europe, CAG focuses mainly
on the five core countries of the European
wealth management business. Accordingly,
the unit is represented in Frankfurt, Milan,

Paris, Madrid and London, as well as in
Switzerland. In January 2004, Euromoney
named UBS as “Best in Western Europe”
for corporate advisory services in the mag-
azine’s first annual survey of the global
private banking industry.

Outside Europe, Swiss-based offices
cater for clients with offshore assets, and
additional CAG representatives in Latin
America and Singapore are developing
business within their regions.

CAG specializes in the type of transac-
tions that might occur once in the lifetime

of a typical entrepreneur, typically the sale
or restructuring of a family-owned busi-
ness. For larger deals or capital market
transactions, it can call on the execution
capabilities of the Investment Bank.

CAG is a relatively young business unit,
but the market potential is considerable. As
the post-war generation of entrepreneurs
reaches retirement age, succession issues
are looming in the family business sector
across Europe. With the resources of the
entire firm behind it, CAG is ideally placed
to provide the right solutions.
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Business Unit reporting

Quarter ended % change from

CHF million, except where indicated 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Interest income 857 866 901 (1) (5)
Non-interest income 414 423 390 (2) 6

Income 1,271 1,289 1,291 (1) (2)
Adjusted expected credit loss 1 (15) (6) (55) 150 (73)

Total operating income 1,256 1,283 1,236 (2) 2

Personnel expenses 663 639 672 4 (1)
General and administrative expenses 15 25 (8) (40)
Depreciation 68 80 73 (15) (7)
Amortization of goodwill and other intangible assets 0 0 0

Total operating expenses 746 744 737 0 1

Business unit performance before tax 510 539 499 (5) 2

Business unit performance before tax and 
amortization of goodwill and other intangible assets 510 539 499 (5) 2

KPI’s
Invested assets (CHF billion) 139 136 126 2 10
Net new money (CHF billion) 2 1.0 (0.2) 1.7

Cost / income ratio (%) 3 58.7 57.7 57.1
Cost / income ratio before goodwill (%) 4 58.7 57.7 57.1

Non-performing loans / gross loans (%) 3.0 3.2 3.5
Impaired loans / gross loans (%) 4.2 4.6 5.7

Additional information % change from

As at or for the period ended 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Deferral (included in adjusted expected credit loss) 103 114 77 (10) 34
Client assets (CHF billion) 642 622 481 3 33
Regulatory equity allocated (average) 6,350 6,150 5,950 3 7
Headcount (full-time equivalents) 17,529 17,620 18,302 (1) (4)
1 In management accounts, adjusted expected credit loss rather than credit loss is reported for the Business Groups (see Note 2 to the Financial Statements). 2 Excludes
interest and dividend income. 3 Operating expenses / income. 4 Operating expenses less the amortization of goodwill and other intangible assets / income.
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31 March 2004 from 3.2% on 31 December
2003, while the impaired loan ratio improved to
4.2% from 4.6% in the same period.

Initiatives and achievements

New IT platform improves year-end processing
As reported in previous quarters, UBS has been
progressively replacing its old IT platform with
its new ‘Strategic Solution Program (SSP)’ over
the last few years.

For the first time, the year-end processing
for 2003 was carried out using the new soft-
ware, functions and procedures. Thanks to
these improvements, it was possible to produce
twice as many asset statements per hour as
last year.

As a result, clients received their statements up
to three days earlier than in the previous year.
Additionally, postage costs were reduced and
mail handling for clients simplified, since account
statements and interest certificates could be sent
out together for the first time.

As additional bank applications in Switzer-
land are transferred to the SSP platform, it will
shorten the time it takes us to launch new prod-
ucts to market and further improve our manage-
ment reporting.

Results

In first quarter 2004, Business Banking Switzer-
land reported a pre-tax profit of CHF 510 mil-
lion – a 5% decrease from fourth quarter 2003.
Operating income fell due to a slightly lower
deferred credit loss release as well as reduced
interest and fee income. Operating costs in-
creased marginally, as the rise in personnel
expenses offset the decline in depreciation and
general and administrative expenses.

Key performance indicators

Our cost/income ratio was 58.7% in first quarter
2004, up 1.0 percentage points from fourth
quarter 2003, due to slightly lower income.
Operating expenses were almost unchanged in
comparison to the previous quarter.

Net new money was CHF 1.0 billion in first
quarter 2004, up from fourth quarter 2003’s
small outflow of CHF 0.2 billion. This increase
was mainly related to inflows in our private client
business.

Business Banking Switzerland’s invested assets
were CHF 139 billion on 31 March 2004, up
CHF 3 billion from 31 December 2003, reflect-
ing net new money inflows and positive market
and currency developments.

Business Banking Switzerland’s loan portfolio,
at CHF 139.9 billion on 31 March 2004, was up
1.4 billion from the level on 31 December 2003.
An increase in mortgages for private clients and
loans to banks was only partly offset by the
ongoing workout of the recovery portfolio,
which fell from CHF 6.4 billion to CHF 6.0 bil-
lion. The reduction in the recovery portfolio is
also mirrored in our key loan ratios: the non-
performing loans ratio dropped to 3.0% on
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general and administrative expenses, and then
offset by lower general and administrative
expenses in the provider unit. Depreciation
decreased to a more normal level of CHF 68 mil-
lion, down CHF 12 million from fourth quarter
2003, which was impacted by the accelerated
depreciation of certain software.

Headcount
Business Banking Switzerland’s headcount was
17,529 on 31 March 2004, down 91 from 17,620
on 31 December 2003, reflecting the ongoing effi-
ciency gains in processes and structures.

Outlook

Business Banking Switzerland delivered a good
result in first quarter 2004, mainly due to contin-
ued strict management of the cost base. We
remain determined to keep our profitability at
levels that compare favorably to our peers, and
will keep managing our cost base in line with rev-
enue developments.

Operating income
Operating income in first quarter 2004 was CHF
1,256 million, down 2%, or CHF 27 million,
from fourth quarter 2003. Interest income fell to
CHF 857 million in first quarter 2004 from
CHF 866 million in fourth quarter 2003, mainly
reflecting lower interest income from our
reduced recovery portfolio. Non-interest income,
at CHF 414 million in first quarter 2004, fell by
CHF 9 million or 2% from fourth quarter 2003,
mainly due to lower fee income compared with
seasonally high levels in fourth quarter.

Operating expenses
Operating expenses increased slightly to CHF
746 million in first quarter 2004, up from CHF
744 million in fourth quarter 2003. Personnel
expenses, at CHF 663 million, rose by CHF
24 million due to higher performance-related
accruals, although the increase was partially
offset by lower expenses for early retirement
costs. It should be noted that our personnel
expenses are managed on a full-year basis with
final fixing of annual performance-related pay-
ments in fourth quarter. General and administra-
tive expenses fell to CHF 15 million, down by
CHF 10 million from fourth quarter 2003 due to
lower occupancy and travel and entertainment
costs. The overall very low general and adminis-
trative expenses are a result of UBS’s integrated
business model, through which Business Banking
Switzerland provides a significant number of
services to other business units, mainly Wealth
Management. In accounting terms, the costs for
these services are charged to the receiving unit as
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In the best quarterly result since 2000, first quarter pre-tax profit was CHF 144 million, a 29%
rise from fourth quarter 2003. Continued inflows of net new money into equities and alter-
native mandates and improving market valuations resulted in higher management fees –
strongly contributing to the record performance.

Business Group reporting

Quarter ended % change from

CHF million, except where indicated 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Institutional fees 280 228 198 23 41
Wholesale Intermediary fees 227 223 180 2 26

Total operating income 507 451 378 12 34

Personnel expenses 236 200 188 18 26
General and administrative expenses 88 96 99 (8) (11)
Depreciation 6 10 7 (40) (14)
Amortization of goodwill and other intangible assets 33 33 40 0 (18)

Total operating expenses 363 339 334 7 9

Business Group performance before tax 144 112 44 29 227

Business Group performance before tax and 
amortization of goodwill and other intangible assets 177 145 84 22 111

KPI’s
Cost / income ratio (%) 1 71.6 75.2 88.4
Cost / income ratio before goodwill (%) 2 65.1 67.8 77.8

Institutional
Invested assets (CHF billion) 335 313 264 7 27
of which: money market funds 19 14 19 36 0
Net new money (CHF billion) 3 10.1 1.4 3.9
of which: money market funds 0.8 (1.6) (0.6)
Gross margin on invested assets (bps) 4 35 30 29 17 21

Wholesale Intermediary
Invested assets (CHF billion) 267 261 255 2 5
of which: money market funds 82 87 110 (6) (25)
Net new money (CHF billion) 3 (1.4) (8.3) 3.4
of which: money market funds (6.4) (12.5) 0.6
Gross margin on invested assets (bps) 4 34 34 28 0 21

Additional information % change from

As at 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Client assets (CHF billion) 602 574 519 5 16
Regulatory equity allocated (average) 1,000 1,000 950 0 5
Headcount (full-time equivalents) 2,664 2,689 2,732 (1) (2)
1 Operating expenses /operating income. 2 Operating expenses less the amortization of goodwill and other intangible assets /operating income. 3 Excludes interest and
dividend income. 4 Operating income (annualized) /average invested assets.

John A.Fraser
Chairman and CEO, 
Global Asset Management



CHF 1.4 billion in fourth quarter 2003. This was
the best result since 1999 and reflects the strength
of our long-term investment performance. Major
recipients of the inflows were equity mandates,
primarily in the UK and EMEA, as well as multi-
manager mandates in the alternative and quanti-
tative investments business, partially offset by
outflows in fixed income mandates, mainly in
Asia Pacific.

The gross margin increased to 35 basis points
in first quarter 2004 from 30 basis points in
fourth quarter 2003, reflecting higher perform-
ance-based revenues and the long-term asset shift
towards higher-margin asset classes.

Wholesale Intermediary

Invested assets were CHF 267 billion on 
31 March 2004, up from CHF 261 billion on 
31 December 2003. Positive market develop-
ments, the Swiss franc’s weakening against the
US dollar as well as net new money inflows in
equities and fixed income mandates were partly
offset by outflows from money market funds,

Key performance indicators

The pre-goodwill cost / income ratio was 65.1%
in first quarter 2004, down from 67.8% in
fourth quarter 2003 and at its lowest level since
2000. Higher asset-based and performance fees,
coupled with lower general and administrative
expenses, contributed to the overall improve-
ment. Those developments were partly offset by
higher incentive-based compensation which, in
turn, reflected the stronger revenue performance.

Institutional

Institutional invested assets were CHF 335 bil-
lion on 31 March 2004, up by CHF 22 billion
from 31 December 2003. The gain reflected
strong net new money inflows and continued
favorable market developments as well as the
Swiss franc’s decline against the US dollar and
UK sterling.

Net new money inflows in first quarter 2004
totaled CHF 10.1 billion, up significantly from
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accounts. In first quarter 2004, we saw outflows
from these money market assets of CHF 4.2 bil-
lion compared with outflows of CHF 10.6 bil-
lion in fourth quarter 2003, bringing total out-
flows to CHF 20.2 billion since the launch of the
UBS Bank USA in third quarter 2003. Before its
start, cash balances of private clients in the US
were swept into our money market funds. Now,
those cash proceeds are redirected automatically
into FDIC-insured deposit accounts at UBS Bank
USA. Although there was no bulk transfer of
client assets to the bank, the funds invested in
our sweep accounts are being used to complete
client transactions and will therefore gradually
deplete over time. Such funds are a low-fee
component of Global Asset Management’s
invested assets.

Investment capabilities and performance

After a strong performance in 2003, equity mar-
kets lacked direction in first quarter 2004,
although they ended by and large in positive ter-
ritory. Japan led the other markets, with gains
driven by its domestic banking and consumer
sectors. The quarter was also notable for the pull-
back in the technology sector, which had previ-
ously outpaced the market.

Throughout most of the quarter, bond mar-
kets in developed economies continued to display
a surprising degree of resilience despite widely
held concerns that buoyant economic growth
would ultimately prompt upward pressure on
interest rates. Bond yields in most markets fell
over the quarter and there was little sign of an
immediate tightening by central banks in the US,
the Eurozone or Japan. The strength of econom-
ic activity in Japan, however, led to a bearish
steepening of the yield curve.

primarily related to assets switching to UBS Bank
USA, which is part of Wealth Management USA
(see below).

Net new money outflows were CHF 1.4 bil-
lion in first quarter 2004, compared with an out-
flow of CHF 8.3 billion in fourth quarter 2003.
The CHF 6.4 billion money market outflow
in first quarter 2004 was mainly due to a CHF
4.2 billion outflow related to UBS Bank USA.
Excluding money market outflows, we recorded
an inflow of CHF 5.0 billion, with particularly
strong flows into equity mandates in all regions,
as well as in fixed income mandates in EMEA.

The first quarter gross margin of 34 basis
points was unchanged from fourth quarter 2003.

Money market sweep accounts
The majority of money market fund assets man-
aged by our US wholesale intermediary business
represent the cash portion of private client
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For the quarter, performance in the single
manager investment stream of the alternative and
quantitative investments business was mixed.
Long short equity, convertibles, quantitatives,
merger arbitrage and credit relative all performed
well. Macro trading was volatile but flat on the
year. The majority of the multi-manager pro-
grams registered strong performance in the quar-
ter. However, the volatile market conditions in
March were not favorable for underlying man-
agers whose strategies follow market trend sce-
narios and chart-technical models. Programs
with higher allocations to these types of man-
agers underperformed.

For the real estate business, performance in
the US, UK and Japan continued to be strong.

The actively managed Global Equity compos-
ite lagged the benchmark over the quarter, reflect-
ing underperforming securities selection globally.

After strong relative performance in 2003,
fixed income portfolios generally produced
returns in line with the benchmark during the
quarter. Active market allocation and yield curve
management contributed to performance but
were outweighed by a negative impact from cur-
rency strategy.

Asset allocation portfolios finished behind
benchmark for the quarter as security selection,
principally within equity strategies, detracted
from performance. Asset allocation strategy con-
tributed marginally to performance, while cur-
rency strategy detracted a little.
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York, London, Zurich, Tokyo, Hong Kong,
and Singapore, it serves as one of the prin-
cipal hedge fund providers in UBS. Since its
inception in 2003, invested assets have
more than doubled to CHF 26 billion (USD
20 billion).

The business both operates its own
hedge funds and offers multi-manager
(funds of funds) portfolios consisting of
third-party hedge funds. The in-house
funds operate under two brands, O’Con-
nor and DSI. O’Connor has a long history
as an operator of single-manager hedge
funds and is recognized as a pioneer in the
development of the equity derivatives mar-
kets. Today, O’Connor operates hedge
funds employing equity long / short and
other common hedge fund strategies.

DSI offers quantitatively-based equity
long / short and enhanced index strategies.
The latter seek to modestly outperform spe-
cific equity market indices by creating mod-

Hedge funds offer attractive diversifica-
tion features when added to a traditional
portfolio of stocks and bonds. As hedge
funds and other alternative investments
tend not to move in step with traditional
assets, adding them to a portfolio helps to
reduce risk and volatility while improving
returns.

Interest in hedge fund investments has
grown rapidly following the increased
volatility in financial markets seen since
2000, and growth is set to continue as indi-
viduals and institutions search for higher
risk-adjusted returns.

To meet this demand, UBS brought
together several existing centers of hedge
fund expertise in early 2003 to form the
alternative and quantitative investments
business within Global Asset Manage-
ment.

Employing around 225 professionals
located mainly in Chicago, Stamford, New

ified index-based funds based on funda-
mental analysis of the constituent stocks.

The multi-manager stream consists of
two distinct providers. The global Alter-
native Investment Solutions group creates
well-diversified portfolios of third-party
hedge funds. At the core of the unit is a
research-intensive investment process that
screens, selects, and monitors hedge fund
managers for inclusion in portfolios.

The other component of the multi-man-
ager business is the Alternative Funds Advi-
sory (AFA) group, which constructs com-
plete portfolio solutions. These combine
funds of hedge funds with single manager
strategies and other alternative assets, includ-
ing private equity. The unit was founded in
the late 1990s, primarily to manage assets
from the UBS Pension Plan in Switzerland.
From early 2000, AFA started to offer exter-
nal clients combined investments in top-tier
hedge funds and private equity partnerships.

The alternative and quantitative investments business

Annualized

Composite 1 Year 3 Years 5 Years 10 Years

Global Equity Composite vs. MSCI World Equity (Free) Index – + + +
Global Bond Composite vs. Citigroup World Government Bond Index = + – +
Global Securities Composite vs. Global Securities Markets Index + + + +

(+) above benchmark; (–) under benchmark; (=) equal to benchmark. All after fees.
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with assets of CHF 236 billion, of which 314
were UBS Funds worth CHF 220 billion.

The Cayman Island business also provides
administration services to hedge funds. We have
applied for a license to provide similar services for
European asset managers out of Dublin and, sub-
ject to regulatory approval, hope to commence
business there on 1 July 2004. At end-March
2004, the Cayman Islands hedge fund business
administered some 420 funds with assets of
CHF 66 billion, of which 320 funds with assets
of CHF 43 billion were from external clients.

Results

Global Asset Management pre-tax profit was
CHF 144 million in first quarter 2004, up 29%
from CHF 112 million in fourth quarter 2003. It
was the highest quarterly result since 2000. The
increase was mainly attributable to higher man-
agement fees reflecting the strong net new money
inflows and continued strong market valuations
as well as lower general and administrative

Two of the four Swiss-based real estate mutual
funds performed well above their respective
benchmarks, while the other two performed
below their benchmarks. In most countries,
demand for real estate investments is strong and
finding attractive, appropriately priced invest-
ments remains a challenge.

Initiatives and achievements

Third-party fund administration
In March, we announced we would turn UBS
Fund Services into a global business to fulfil the
rising demand for fund administration services
from external fund providers. The business pro-
vides fund design and registration services, as
well as valuation, accounting, reporting and risk
management. UBS Fund Services is currently the
leading administrator in Luxembourg, Switzer-
land and the Cayman Islands, three of the larger
fund administration centers in the industry.

At end-March, our businesses in Luxembourg
and Switzerland administered some 460 funds

UBS believes that the alternative and
quantitative investments business’ broad
span of activities offers one of the strongest
global capabilities in the industry. Investors
can either use its direct hedge fund capabil-
ities as components of their own strategies,
or they can take the multi-manager

approach to ensure their exposure to the
hedge fund sector is well-diversified and
broad-based.

The business also contributes to the col-
lective success of UBS, providing advice on
alternative investments to the Wealth Man-
agement business. Our private clients

therefore benefit from the same capabilities
that support our institutional relationships.
Together with GAM, the alternative and
quantitative investments business makes
UBS one of the world’s largest hedge fund
managers.

Defining alternative investments

Alternative investments cover a broad
array of investment techniques and asset
classes. In general, they are distinguished
from traditional investments by their use
of innovative techniques and focus on
exploiting opportunities across a wide
range of asset classes. Hedge funds are by
far the best known type of alternative
investment.

Today, the term hedge fund covers most
non-traditional investment funds that
seek absolute returns rather than returns
relative to a traditional stock or bond
index. Hedge funds offer attractive diver-
sification features when added to a tradi-
tional portfolio of stocks and bonds.
Global Asset Management estimates that
there are more than 3,500 fund managers

and approximately 6,000 hedge funds,
with invested assets of more than USD 800
billion. This amount is still relatively small
when compared with traditional assets
managed by all other institutions, suggest-
ing that the sector has substantial growth
potential. Assets are expected to reach
USD 1 trillion by 2005, according to lead-
ing industry data provider TASS Tremont.



expenses rose by CHF 36 million from the previ-
ous quarter, a result of higher accruals for per-
formance-related compensation based on the
improved overall revenues. This was partially
offset by lower salary expenses and severance
costs. In first quarter 2004, general and adminis-
trative expenses were CHF 88 million - at their
lowest level since 2000 - representing a decrease
of CHF 8 million compared to fourth quarter
2003, mainly due to lower IT expenses.

Headcount
Headcount was 2,664 on 31 March 2004, 25
lower than 2,689 on 31 December 2003, prima-
rily reflecting the ongoing focus on productivity
improvement and cost control.

Outlook

Markets are showing signs of sustainable
strength and we are seeing solid growth from
new business in our activities worldwide. In
order to further improve our profitability, we will
continue to keep our sharp focus on managing
costs while constantly widening the range of
investment opportunities for our clients.

expenses. These developments were partly offset
by higher incentive-based compensation expenses
as a result of the overall improvement in revenues.

Operating income
Total operating income in first quarter 2004 was
CHF 507 million, up 12% from CHF 451 mil-
lion in fourth quarter 2003. Institutional rev-
enue, at CHF 280 million in first quarter 2004,
increased by CHF 52 million from fourth quarter
2003, mainly due to higher management fees in
our core investment management and alternative
and quantitative investments businesses, reflect-
ing the continued strength in equity market valu-
ations and net new money inflows. Wholesale
Intermediary revenues, at CHF 227 million in
first quarter 2004, were up slightly from CHF
223 million in fourth quarter 2003, due to high-
er fees reflecting our improved asset mix, as out-
flows from money market funds were partially
offset by inflows into higher-margin products.

Operating expenses
Operating expenses, at CHF 363 million in first
quarter 2004, increased by 7% from CHF 339
million in fourth quarter 2003. Personnel

32

Global Asset Management
4 May 2004

160

140

120

100

  80

  60

  40

  20

    0

Performance before tax (CHF million)

1Q
02

2Q
02

3Q
02

4Q
02

4Q
03

3Q
03

1Q
04

2Q
03

1Q
03

3,000

2,750

2,500

2,250

2,000

Headcount (full-time equivalents)

31
.3

.0
2

30
.6

.0
2

30
.9

.0
2

31
.1

2.
02

31
.3

.0
4

31
.1

2.
03

30
.9

.0
3

30
.6

.0
3

31
.3

.0
3



33

Investment Bank

Investment Bank
4 May 2004

John P. Costas
Chairman and CEO, 
Investment Bank

In first quarter 2004, the Investment Bank posted a record pre-tax profit of CHF 1,674 million,
up 115% from first quarter last year. This reflected a significant rise in revenues across all
businesses, particularly in our Equities business and in Fixed Income, Rates and Currencies,
which posted another record result. Results also benefited from gains on private equity
divestments.

Business Group reporting
Quarter ended % change from

CHF million, except where indicated 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Investment Banking 455 622 287 (27) 59
Equities 1,722 1,405 823 23 109
Fixed Income, Rates and Currencies 2,595 1,427 2,182 82 19
Private Equity 165 113 (75) 46

Income 4,937 3,567 3,217 38 53
Adjusted expected credit loss 1 0 (10) (18) (100) (100)

Total operating income 4,937 3,557 3,199 39 54

Personnel expenses 2,590 1,604 1,794 61 44
General and administrative expenses 534 606 478 (12) 12
Depreciation 66 86 80 (23) (18)
Amortization of goodwill and other intangible assets 73 69 70 6 4

Total operating expenses 3,263 2,365 2,422 38 35

Business Group performance before tax 1,674 1,192 777 40 115

Business Group performance before tax and 
amortization of goodwill and other intangible assets 1,747 1,261 847 39 106

KPI’s
Compensation ratio (%) 2 52 45 56

Cost / income ratio (%) 3 66.1 66.3 75.3
Cost / income ratio before goodwill (%) 4 64.6 64.4 73.1

Non-performing loans / gross loans (%) 0.8 0.8 1.5
Impaired loans / gross loans (%) 1.3 1.4 2.5
Average VaR (10-day 99%) 466 356 350 31 33

Private Equity
Value creation (CHF billion) 0.5 (0.1) (0.1)
Investment (CHF billion) 5 2.3 2.3 2.9 0 (21)
Portfolio fair value (CHF billion) 3.2 2.9 3.6 10 (11)

Additional information % change from

As at or for the period ended 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Net new money (CHF billion) 0.0 0.6 0.0
Invested assets (CHF billion) 4 4 3 0 33
Client assets (CHF billion) 152 143 130 6 17
Deferral (included in adjusted expected credit loss) 20 10 9 100 122
Regulatory equity allocated (average) 13,700 12,750 12,600 7 9
Headcount (full-time equivalents) 15,712 15,550 15,910 1 (1)

1 In management accounts, adjusted expected
credit loss rather than credit loss is reported for
the Business Groups (see Note 2 to the Financial
Statements).

2 Personnel expenses / income.

3 Operating expenses / income.

4 Operating expenses less the amortization of
goodwill and other intangible assets / income.

5 Historical cost of investments made, less divest-
ments and impairments.



lion from CHF 450 million, reflecting increased
market opportunities and the growing competi-
tiveness of our trading businesses. Within this
new limit, average VaR rose to CHF 466 million
in first quarter 2004 compared with CHF 356
million in the previous quarter. The main driver
for VaR remained interest rate exposures – in
particular exposures to highly rated securities in
the credit markets.

At the end of the first quarter, the Investment
Bank’s outstanding loans were up a marginal
CHF 0.9 billion from 31 December 2003. The
non-performing loans to gross loans ratio re-
mained at 0.8%. The impaired loans to gross
loans ratio decreased from 1.4% to 1.3%.

The level of private equity investments
remained unchanged from 31 December 2003 at
CHF 2.3 billion, as the reductions from success-
ful divestments and returns of capital were offset
by the funding of undrawn commitments. This
additional funding, together with valuation
increases, led to an increase in the fair value of
the portfolio to CHF 3.2 billion from CHF 2.9
billion a quarter earlier. Unfunded commitments
were CHF 1.4 billion on 31 March 2004, down
7% from 31 December 2003.

Key performance indicators

Performance in first quarter 2004 reflected our
ability to capitalize on improving market con-
ditions combined with disciplined cost control.
The pre-goodwill cost / income ratio was 64.6%,
8.5 percentage points lower than in first quarter
2003. This improvement reflects higher revenues
in all businesses, combined with tight control of
non-personnel costs.

The compensation ratio for first quarter
2004 fell by 4 percentage points from the same
period last year to 52%. Accrual levels for
incentive-based compensation are driven by the
revenue mix across business areas and managed
in line with market levels. The 7 percentage
point increase in the compensation ratio from
the fourth quarter 2003 level of 45% is due to
annual performance-related payments being
determined only in fourth quarter, resulting in
the steep downward correction of the ratio at
that time.

As noted in our fourth quarter 2003 report,
on 1 January 2004 we raised the Investment
Bank’s value at risk (VaR) limit to CHF 600 mil-
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year in succession. The magazine also ranked us
top for FX derivatives in its Derivatives Poll
2004. We were named Best US Equity bookrun-
ner by EuroWeek as well.

Significant deals

Mergers and acquisitions 
The market continued to recover in first quarter
2004 with a sustained increase in merger and acqui-
sition deal volumes. Among the most significant
transactions we advised on in the quarter were:
– exclusive financial advisor to Regions Finan-

cial, a US-based banking group, on its an-
nounced USD 6 billion merger with Union
Planters Bank 

– co-advisor and broker to J Sainsbury, the UK
supermarket company, on its announced USD
2.5 billion sale of Shaw’s Supermarkets, a US
subsidiary, to Albertson’s Inc

– sole advisor to Group 4 Falck, a leading secu-
rity services company, on its announced USD
2.1 billion merger with Securicor and its
divestment of non-security businesses. 

Equity underwriting 
Following a significant improvement in fourth
quarter 2003, equity issuance activity continued
to pick up in first quarter 2004, which is nor-
mally the weakest quarter of the year. The US,
Europe and Asia Pacific all contributed to this
improvement. Important transactions in the first
quarter included:
– joint global coordinator and joint bookrunner

on the EUR 3.6 billion IPO for Belgacom, Bel-
gium’s largest telecom company

– joint bookrunner for the sell-down of German
utility RWE’s entire holding in Hochtief, Ger-
many’s largest construction company, through
a combined equity (EUR 750 million) and
exchangeable bond (EUR 200 million) offering

– joint global coordinator and joint bookrunner
for the sale of the Japanese government’s remain-
ing stake in West Japan Railway Company.

Initiatives and achievements

Corporate clients
The fee pool continued to recover in first quarter
2004, rising 40% from the same period a year
earlier and remaining approximately in line with
the previous quarter. According to Freeman data,
we were ranked fifth with 5.1% year to date mar-
ket share, down from fourth position with 5.6 %
market share for 2003. In first quarter 2003, our
market share was 3.8%.

Our US market share is 5.3% with our rank
rising to sixth at the end of first quarter 2004
from seventh with 5.4% share for 2003. In Asia
Pacific, we achieved third place with 5.3% year
to date market share, down from second place
with 5.7% market share for 2003.

Institutional clients
According to the latest data released by a leading
private industry survey, we kept our first place in
the global ranking for secondary equity cash
commissions for the eighth consecutive quarter.
The strength of our institutional client franchise
was further underlined by the number of presti-
gious awards received by our Equities business in
first quarter. We ranked top for European, Mid-
dle East, and African Sales in Institutional
Investor’s All Europe Poll for the second consec-
utive year. In the same survey, we also moved into
the lead for Trading and Execution and kept the
Best All-Europe Research Team award for a third
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Key performance indicators: league table rankings

31.3.04 31.12.03 31.3.03

Market Market Market
Rank share % Rank share % Rank share %

Global mergers and acquisitions (completed) 1 7 10.3 8 11.2 10 7.2
International equity new issues 2 6 9.0 4 8.5 7 5.1
1 Source: Thomson Financial Securities. 2 Source: Dealogic EquitywarePlus.



ing a 54% increase from a year earlier and a 39%
improvement on fourth quarter 2003. The main
contributors were the FIRC and Equities busi-
nesses, which capitalized on helpful market con-
ditions and higher volumes, along with improved
Private Equity results.

Investment Banking revenues, at CHF 455
million, were up 59% on the same period last
year, reflecting increased activity in mergers and
acquisitions, continued favorable debt capital
markets and improving market conditions for
equity issuance. The business posted strong
increases in revenues across all regions, but par-
ticularly in Asia Pacific. Investment Banking rev-
enues were 27% lower than in fourth quarter
because of the seasonal pattern of investment
banking deal completion – for which revenues
are consistently strongest in the last quarter of
the year.

Operating income from our Equities business
in first quarter 2004 stood at CHF 1,722 million,
up 109% from the same quarter last year and
23% from fourth quarter 2003. This reflected
improved market conditions, strong demand for
derivative and cash products from key client seg-
ments, higher proprietary revenues and our abil-
ity to process high trading volumes efficiently.
In addition, the integration of ABN AMRO’s
US prime brokerage business has fully met our
expectations, helping us to achieve strong growth
in our business with hedge funds.

The Fixed Income, Rates and Currencies
(FIRC) business again posted record revenues, at
CHF 2,595 million, up 82% from the previous
quarter and 19% more than a year earlier. Over
the past three years, this business has consistently

Fixed income underwriting
After a slow start, volumes in the new issue market
rose by 37% in first quarter 2004, according to
Thomson Financial data, compared to the same
period a year earlier, mainly due to issuance of sov-
ereign, supra-sovereign and floating rate note debt.
Notable transactions in this quarter included:
– joint bookrunner for Pacific Gas & Electric

(PG&E), a US utility, on a USD 6.7 billion
bond offering 

– joint bookrunner for Mizuho Financial
Group, the Japanese banking group, in a USD
1.5 billion debt offering

– joint lead manager to HBOS/Halifax, the
leading mortgage originator in the UK, on the
launch and pricing of a GBP 6.1 billion prime
residential mortgage-backed securitization.

Results

At CHF 1,674 million, pre-tax profit in first
quarter 2004 was the best ever achieved by the
Investment Bank. It represented an increase of
115% from the same period a year earlier and of
40% from fourth quarter 2003. The significant
improvement from the previous year, achieved
despite the weakening of the US dollar against
the Swiss franc, reflected higher revenues in
almost all businesses, including record revenues
in the Fixed Income, Rates and Currencies
(FIRC) area and excellent results in the Equities
business, as well as successful Private Equity
divestments. Our businesses have demonstrated
their ability to match resources to market oppor-
tunities and simultaneously take advantage of
strong market conditions.

Operating income
Total operating income in first quarter 2004
stood at a record CHF 4,937 million, represent-
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first quarter 2004 compared to first quarter 2003,
following the purchase of ABN AMRO’s prime
brokerage business. Depreciation expense fell
18% from first quarter 2003 to CHF 66 million,
reflecting lower IT depreciation.

Headcount
Headcount, at 15,712 on 31 March 2004,
increased by 162 or 1% from the end of 2003.
Compared to a year earlier, however, headcount
fell 1% following a market-driven review of
staffing levels in mid-2003.

Outlook

Taking full advantage of strong market con-
ditions, our businesses increased their revenues
in first quarter and further improved their com-
petitive position. Market uncertainty could, of
course, return to affect business conditions later
this year, but we remain cautiously optimistic
about a full recovery of financial markets and
investor confidence. Our proven ability to shift
emphasis according to changing market op-
portunities will remain important in coming
quarters.

turned in its best results of the year in first quar-
ter. Excellent results in rates, foreign exchange
and cash and collateral trading drove perform-
ance year on year. Credit default swaps hedging
our credit exposures posted revenues of CHF 53
million in first quarter, an improvement from
negative CHF 38 million a year earlier.

Performance continued to improve in our Pri-
vate Equity business, which posted revenues of
CHF 165 million compared to negative CHF 75
million in first quarter a year earlier. Improved
market conditions allowed a number of success-
ful divestments and a reduced level of write-
downs. In first quarter 2004, writedowns on the
private equity portfolio were CHF 63 million,
compared to CHF 123 million in first quarter
2003. The performance of our Private Equity
business remains dependent on our ability to cap-
italize on exit opportunities and conditions
prevalent in the industries of the underlying
investments.

Operating expenses
Total operating expenses in first quarter 2004
were CHF 3,263 million, up 35% from first quar-
ter 2003 and 38% from fourth quarter 2003. The
increase over first quarter last year was driven pri-
marily by higher personnel expenses, which rose
44% to CHF 2,590 million. Lower salary expens-
es resulting from a reduction in headcount par-
tially offset the revenue-driven increase in incen-
tive-based remuneration. General and adminis-
trative expenses were CHF 534 million in first
quarter 2004, 12% higher than in the same period
a year earlier. The increase reflects higher occu-
pancy costs as well as higher expenses for IT proj-
ects and travel and entertainment. Amortization
of goodwill increased 4% to CHF 73 million in
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In first quarter 2004, Wealth Management USA’s pre-tax profit was CHF 43 million compared
to a pre-tax loss of CHF 10 million in fourth quarter 2003, reflecting strong revenue growth
as well as a decrease in staff retention payments. Before acquisition costs, pre-tax profit
increased 20% to CHF 218 million. On the same basis, but in US dollars, the operating result
was 23% higher than in fourth quarter.

Business Group reporting

Quarter ended % change from

CHF million, except where indicated 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Private client revenues 1,306 1,220 1,105 7 18
Municipal finance revenues 86 113 122 (24) (30)
Net goodwill funding (46) (50) (61) 8 25

Income 1,346 1,283 1,166 5 15
Adjusted expected credit loss 1 (3) (1) (2) 200 50

Total operating income 1,343 1,282 1,164 5 15

Personnel expenses 2 947 930 888 2 7
General and administrative expenses 238 250 246 (5) (3)
Depreciation 38 33 38 15 0
Amortization of goodwill and other intangible assets 77 79 87 (3) (11)

Total operating expenses 1,300 1,292 1,259 1 3

Business Group performance before tax 43 (10) (95)

Business Group reporting excluding acquisition costs and significant financial events

Total operating income 1,343 1,282 1,164 5 15
Add back: Net goodwill funding 3 46 50 61 (8) (25)

Operating income excluding acquisition costs 1,389 1,332 1,225 4 13

Total operating expenses 1,300 1,292 1,259 1 3
Retention payments (52) (62) (67) (16) (22)
Amortization of goodwill and other intangible assets (77) (79) (87) (3) (11)

Operating expenses excluding acquisition costs 1,171 1,151 1,105 2 6

Business Group performance before tax 
and acquisition costs 218 181 120 20 82
1 In management accounts, adjusted expected credit loss rather than credit loss is reported for the Business Groups (see Note 2 to the Financial Statements). 2 Includes
retention payments in respect of the PaineWebber acquisition. 3 Goodwill and intangible asset-related funding, net of risk-free return on the corresponding equity
allocated.
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lion reported for first quarter a year earlier.
Including interest and dividends, net new money
in first quarter 2004 was CHF 6.6 billion.
Although net new money declined from CHF
11.8 billion in fourth quarter 2003, the first
quarter result compares favorably to the per-
formance reported by competitors.

Gross margin on invested assets was 83 basis
points in first quarter 2004, 2 basis points higher
than in fourth quarter 2003. Excluding acquisi-
tion costs (goodwill and intangible asset amorti-
zation, net goodwill funding costs and retention
payments), gross margin was 86 basis points, up

Key performance indicators

Invested assets were CHF 663 billion on 31 March
2004, up 5% from CHF 634 billion on 31 Decem-
ber 2003. In US dollar terms, invested assets
increased 2% in first quarter, reflecting positive
inflows of net new money and the effects of mar-
ket appreciation on invested assets. On the same
basis, compared to first quarter a year earlier,
invested assets have increased 24%.

The inflow of net new money was CHF 2.8
billion in first quarter 2004, lower than CHF 7.8
billion in fourth quarter 2003 and CHF 3.7 bil-

Wealth Management USA (continued)
Quarter ended % change from

KPI’s 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Invested assets (CHF billion) 663 634 569 5 17

Net new money (CHF billion) 1 2.8 7.8 3.7
Interest and dividend income (CHF billion) 2 3.8 4.0 4.0 (5) (5)
Gross margin on invested assets (bps) 3 83 81 81 2 2
Gross margin on invested assets excluding 
acquisition costs and SFEs (bps) 4 86 85 85 1 1

Cost / income ratio (%) 5 96.6 100.7 108.0
Cost / income ratio excluding 
acquisition costs and SFEs (%) 6 84.1 86.4 90.1

Recurring fees 7 518 506 454 2 14
Financial advisor productivity (CHF thousand) 8 172 155 126 11 37

Additional information % change from

As at 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Client assets (CHF billion) 711 690 634 3 12
Regulatory equity allocated (average) 5,250 5,400 5,950 (3) (12)
Headcount (full-time equivalents) 17,679 18,016 19,243 (2) (8)
Financial advisors (full-time equivalents) 7,451 7,766 8,625 (4) (14)
1 Excludes interest and dividend income. 2 For purposes of comparison with US peers. 3 Income (annualized) /average invested assets. 4 Income (annualized), add
back net goodwill funding and less significant financial events /average invested assets. 5 Operating expenses / income. 6 Operating expenses less the amortization of
goodwill and other intangible assets, retention payments and significant financial events / income, add back net goodwill funding and less significant financial events.
7 Asset-based fees for portfolio management and fund distribution, account-based and advisory fees. 8 Private client revenues /average number of financial advisors.
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to CHF 172,000 from CHF 155,000 in fourth
quarter 2003. Higher revenues were generated by
a smaller number of financial advisors, with
financial advisor headcount standing at 7,451 on
31 March 2004. The decline of 315 in the head-
count from 7,766 on 31 December 2003 reflects
turnover primarily among trainees and less expe-
rienced or less productive financial advisors. We
continue to recruit talented and highly produc-
tive financial advisors. Given the improved mar-
ket conditions, we also expect to increase hiring
of new trainees.

Initiatives and achievements

Municipal Securities ranks top
Despite a general decline in industry volumes, the
Municipal Securities Group gained market share
in first quarter 2004, achieving the top rank for
lead-managed negotiated underwriting volume.
With municipal finance income of USD 68 mil-
lion (CHF 86 million), the group posted a market
share of 15.8% in first quarter, up from 13.4% a
year earlier. We were the top underwriting firm in
the industry in the Housing, National Infrastruc-
ture, Education Loans and Water & Sewer sec-
tors in first quarter.

1 basis point from fourth quarter 2003. The
increase in gross margin followed from the
recovery in transactional revenues.

The cost / income ratio before acquisition costs
was 84.1% in first quarter 2004, down from
86.4% in fourth quarter 2003. This represents
the lowest ratio since PaineWebber became part
of UBS. The improvement reflects a strong recov-
ery in revenues, and fixed costs that are signifi-
cantly lower than when PaineWebber joined
UBS. Compared to first quarter 2003, the cost /
income ratio before acquisition costs improved
by 6.0 percentage points.

Recurring fees stood at CHF 518 million in
first quarter 2004, 2% higher than the CHF 506
million recorded in fourth quarter 2003. In US
dollar terms, recurring fees rose 5% from fourth
quarter 2003 to record levels. This derived from
increased asset levels in fee-based accounts as
USD 3.8 billion in net assets flowed into man-
aged account products.

Our financial advisors continue to be among
the most productive in the industry. In first quar-
ter 2004, productivity per financial advisor rose
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investors, increased levels of loans outstanding,
and lower funding costs. The increased lending
and lower funding costs can be ascribed to UBS
Bank USA. These positive effects were partially
offset in US dollar terms by a 22% decline in
municipal finance income from CHF 113 million
(USD 88 million) in fourth quarter 2003 to CHF
86 million (USD 68 million) in first quarter 2004.
This decline reflects lower origination volumes
across the industry and changes in the interest
rate environment affecting the value of municipal
securities.

Operating expenses
In first quarter 2004, total operating expenses
were CHF 1,300 million, up 1% from fourth
quarter 2003. In US dollar terms and before
acquisition costs, operating expenses increased
4% from fourth quarter. Personnel expenses
increased 2% from fourth quarter 2003 to CHF
947 million in first quarter 2004. In US dollar
terms, they increased 4% from the previous
quarter, reflecting higher performance-driven
compensation. These increases were partially
offset by reduced retention payments and lower
insurance and social contributions. Non-per-
sonnel expenses, which include general and
administrative, depreciation and amortization
expenses, fell 2% to CHF 353 million in first
quarter 2004. In US dollar terms, non-personnel
expenses were unchanged from fourth quarter
2003 levels.

Headcount
Headcount was 17,679 on 31 March 2004, 337
lower than on 31 December 2003. This reflects a
continued fall in the number of financial advisors
and in non-financial advisor staff. Non-financial
advisor headcount was 4% lower than at the
same time last year.

Results

Investor activity continued to grow in first quar-
ter 2004, with average daily trading volumes ris-
ing 11% from fourth quarter 2003. However,
activity near the end of the quarter was affected
by a drop in investor sentiment. The UBS Index
of Investor Optimism fell, reflecting investor
concerns about unemployment and the stock
market outlook.

Because our business is almost entirely con-
ducted in US dollars, comparisons of first
quarter results to prior periods are affected by
movements of the US dollar against the Swiss
franc.

In first quarter 2004, pre-tax profit stood at
CHF 43 million compared to a pre-tax loss of
CHF 10 million in fourth quarter 2003. The
improvement was driven by strong operating
performance and lower retention costs. Before
acquisition costs, pre-tax profit increased 20%
to CHF 218 million from CHF 181 million in
fourth quarter 2003 as underlying operating
performance continued to improve. Excluding
the effect of currency fluctuations and before
acquisition costs, pre-tax profit reached a
record high, increasing 23% from fourth quar-
ter 2003.

Operating income
Total operating income in first quarter 2004 was
CHF 1,343 million. Before acquisition costs, it
stood at CHF 1,389 million, 4% higher than in
fourth quarter 2003. On the same basis and in US
dollar terms, operating income rose 7% from
fourth quarter 2003 to a record level. The
increase reflects a record level of recurring fees,
higher levels of activity among private client
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markets and the economy, we believe that our deep
understanding of our clients’ needs continues to pro-
vide a firm foundation for our competitive position-
ing. We will continue to invest in the quality of our
advice and service with the aim of benefiting to the
maximum from market opportunities. 

Outlook

The strong results achieved in first quarter reflect
our efforts to enhance our service offering and to
improve profitability. While investor sentiment con-
tinues to be affected by concerns about the financial
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Results

Corporate Center recorded a pre-tax loss of CHF
150 million in first quarter 2004, compared to a
pre-tax loss of CHF 165 million in the same
quarter a year earlier.

The credit loss expense or recovery booked in
the Corporate Center represents the difference
between the adjusted expected credit losses
charged to the business units and the credit loss
recognized in the UBS financial statements. In
first quarter 2004, UBS recorded a credit recov-
ery of CHF 3 million, compared to a credit loss
of CHF 69 million in the same quarter a year
earlier. In both quarters, credit loss expense was

lower than the adjusted expected credit loss
charged to the business units, resulting in a credit
loss recovery in Corporate Center of CHF 23 mil-
lion in first quarter 2004 and CHF 8 million in
the same period a year earlier.

Total operating income rose to CHF 322 mil-
lion in first quarter 2004, up 48% from CHF 218
million in the same period a year earlier. The
increase was mainly due to higher revenues at the
Private Banks & GAM unit which benefited from
financial market developments, as well as lower
writedowns on financial investments (in first
quarter a year earlier, we recorded a writedown
in our stake in Swiss International Airlines Ltd.).
This increase was partly offset by lower interest
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Business Group reporting

Quarter ended % change from

CHF million, except where indicated 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Income 299 255 210 17 42
Credit loss (expense) / recovery 1 23 (30) 8 188

Total operating income 322 225 218 43 48

Personnel expenses 213 186 186 15 15
General and administrative expenses 124 172 57 (28) 118
Depreciation 111 143 114 (22) (3)
Amortization of goodwill and other intangible assets 24 27 26 (11) (8)

Total operating expenses 472 528 383 (11) 23

Business Group performance before tax (150) (303) (165) 50 9

Private Banks & GAM
Performance before tax 113 46 56 146 102
Performance before tax and amortization of goodwill 
and other intangible assets 132 66 77 100 71

Invested assets (CHF billion) 93 84 68 11 37
Net new money (CHF billion) 2 6.4 3.0 0.6

Headcount (full-time equivalents) 1,647 1,672 1,697 (1) (3)

Additional information % change from

As at 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Regulatory equity allocated (average) 8,400 8,400 9,550 0 (12)
Total headcount (full-time equivalents) 2,847 2,878 2,892 (1) (2)
1 In order to show the relevant Business Group performance over time, adjusted expected credit loss rather than credit loss is reported for all Business Groups. The differ-
ence between the adjusted expected credit loss and credit loss recorded at Group level is reported in the Corporate Center (see Note 2 to the Financial Statements).
2 Excludes interest and dividend income.

Clive Standish
CFO



2004 compared to CHF 3.0 billion in fourth
quarter 2003, was driven by inflows into GAM,
which were also at a quarterly all-time high. Pre-
tax profit was also at record levels, rising to CHF
113 million in first quarter 2004 from CHF 46
million in fourth quarter 2003. Revenues rose,
benefiting from higher fee income that gained as
a result of the increased asset base. General and
administrative expenses were lower, reflecting
fewer restructuring costs related to the merger of
Cantrade, Bank Ehinger and Armand von Ernst.
The decline in expenses was partly offset by ris-
ing personnel expenses as the strong performance
of the business led to higher accruals for per-
formance-related compensation.

Headcount Private Banks & GAM
Headcount was 1,647 on 31 March 2004, down
25 from fourth quarter 2003 because of rational-
ization measures at the individual private banks.
That was somewhat offset by new hiring in
GAM, reflecting the growth of its business.

income from our treasury activities, which
reflected a generally lower interest rate environ-
ment and a drop in our invested equity as we con-
tinued to buy back shares. The impact of falling
interest rates was somewhat offset by the diversi-
fication of our invested equity into currencies
other than Swiss francs.

Total operating expenses increased to CHF
472 million in first quarter 2004, up from CHF
383 million a year earlier. Personnel expenses
increased 15% to CHF 213 million this quarter
from CHF 186 million in first quarter 2003,
mainly reflecting higher accruals for perform-
ance-related compensation. In the same period,
general and administrative expenses increased
to CHF 124 million from CHF 57 million a year
earlier. This was mainly due to higher advertis-
ing expenses that reflected the launch of our
new advertising campaign in first quarter 2004
and higher provisions for sub-leases, although
they were partly offset by lower overall project
costs.

Headcount
Corporate Center headcount, excluding Private
Banks & GAM, was 1,200 on 31 March 2004,
practically unchanged from 1,206 on 31 Decem-
ber 2003.

Private Banks & GAM

Invested assets in Private Banks & GAM were
CHF 93 billion on 31 March 2004, up from CHF
84 billion on 31 December 2003, reflecting a
record inflow of net new money and positive
financial market developments. The inflow of net
new money, at CHF 6.4 billion in first quarter
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Income Statement (unaudited)

Quarter ended % change from

CHF million, except per share data Note 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Operating income
Interest income 3 9,741 9,739 9,632 0 1
Interest expense 3 (6,523) (6,732) (6,723) (3) (3)

Net interest income 3,218 3,007 2,909 7 11
Credit loss (expense) / recovery 3 (46) (69)

Net interest income after credit loss expense 3,221 2,961 2,840 9 13

Net fee and commission income 4 5,005 4,820 3,826 4 31
Net trading income 3 1,785 578 1,221 209 46
Other income 5 284 179 (119) 59

Total operating income 10,295 8,538 7,768 21 33

Operating expenses
Personnel expenses 6 5,171 4,038 4,202 28 23
General and administrative expenses 7 1,507 1,667 1,397 (10) 8
Depreciation of property and equipment 303 373 333 (19) (9)
Amortization of goodwill and 
other intangible assets 225 225 242 0 (7)

Total operating expenses 7,206 6,303 6,174 14 17

Operating profit before tax 
and minority interests 3,089 2,235 1,594 38 94

Tax expense 579 327 313 77 85

Net profit before minority interests 2,510 1,908 1,281 32 96

Minority interests (87) (100) (72) (13) 21

Net profit 2,423 1,808 1,209 34 100

Basic earnings per share (CHF) 8 2.25 1.68 1.05 34 114
Diluted earnings per share (CHF) 8 2.18 1.64 1.02 33 114



Balance Sheet (unaudited)

% change from
CHF million 31.3.04 31.12.03 31.12.03

Assets
Cash and balances with central banks 3,433 3,584 (4)
Due from banks 29,830 31,740 (6)
Cash collateral on securities borrowed 243,501 213,932 14
Reverse repurchase agreements 330,560 320,499 3
Trading portfolio assets 519,706 461,772 13
Positive replacement values 258,315 248,206 4
Loans 222,493 212,679 5
Financial investments 5,438 5,139 6
Accrued income and prepaid expenses 7,855 6,218 26
Investments in associates 1,718 1,616 6
Property and equipment 7,554 7,683 (2)
Goodwill and other intangible assets 11,616 11,529 1
Other assets 28,014 25,459 10

Total assets 1,670,033 1,550,056 8

Total subordinated assets 5,466 4,794 14

Liabilities
Due to banks 124,002 127,012 (2)
Cash collateral on securities lent 56,142 53,278 5
Repurchase agreements 429,506 415,863 3
Trading portfolio liabilities 169,153 143,957 18
Negative replacement values 272,738 254,768 7
Financial liabilities designated at fair value 39,313 35,286 11
Due to customers 359,362 346,633 4
Accrued expenses and deferred income 12,086 13,673 (12)
Debt issued 127,573 88,843 44
Other liabilities 37,950 31,360 21

Total liabilities 1,627,825 1,510,673 8

Minority interests 4,606 4,073 13

Shareholders’ equity
Share capital 948 946 0
Share premium account 7,175 6,935 3
Net gains / (losses) not recognized in the income statement, net of tax (703) (983) 28
Retained earnings 39,064 36,641 7
Equity classified as obligation to purchase own shares (172) (49) (251)
Treasury shares (8,710) (8,180) (6)

Total shareholders’ equity 37,602 35,310 6

Total liabilities, minority interests and shareholders’ equity 1,670,033 1,550,056 8

Total subordinated liabilities 9,050 9,301 (3)
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Statement of Changes in Equity (unaudited)

CHF million
For the quarter ended 31.3.04 31.3.03

Issued and paid up share capital
Balance at the beginning of the period 946 1,005
Issue of share capital 2 0
Cancelation of second trading line treasury shares 0 0

Balance at the end of the period 948 1,005

Share premium
Balance at the beginning of the period, restated 6,935 12,641
Premium on shares issued and warrants exercised 90 13
Net premium/ (discount) on treasury share and own equity derivative activity 150 (120)

Balance at the end of the period 7,175 12,534

Net gains / (losses) not recognized in the income statement, net of taxes
Foreign currency translation
Balance at the beginning of the period (1,644) (849)
Movements during the period 157 (30)

Subtotal – balance at the end of the period (1,487) (879)

Net unrealized gains / (losses) on available for sale investments, net of taxes
Balance at the beginning of the period 805 946
Net unrealized gains / (losses) on available for sale investments 386 (80)
Impairment charges reclassified to the income statement 55 132
Gains reclassified to the income statement (158) (26)
Losses reclassified to the income statement 2 11

Subtotal – balance at the end of the period 1,090 983

Change in fair value of derivative instruments designated as cash flow hedges, 
net of taxes
Balance at the beginning of the period (144) (256)
Net unrealized gains / (losses) on the revaluation of cash flow hedges (156) (27)
Net (gains) / losses reclassified to the income statement (6) 53

Subtotal – balance at the end of the period (306) (230)

Balance at the end of the period (703) (126)

Retained earnings
Balance at the beginning of the period, restated 36,641 32,700
Net profit for the period 2,423 1,209

Balance at the end of the period 39,064 33,909

Equity classified as obligation to purchase own shares
Balance at the beginning of the period, restated (49) (104)
Net movements (123) 37

Balance at the end of the period (172) (67)

Treasury shares, at cost
Balance at the beginning of the period (8,180) (7,131)
Acquisitions (2,634) (910)
Disposals 2,104 541
Cancelation of second trading line treasury shares 0 0

Balance at the end of the period (8,710) (7,500)

Total shareholders’ equity 37,602 39,755

Out of the total number of 109,842,853 treasury shares on 31 March 2004, 59,482,000 shares have
been repurchased for cancelation. On 31 March 2004, a maximum of 5,497,021 shares can be issued
against the exercise of options from former PaineWebber employee option plans.



Statement of Cash Flows (unaudited)

CHF million
For the quarter ended 31.3.04 31.3.03

Cash flow from/ (used in) operating activities
Net profit 2,423 1,209
Adjustments to reconcile net profit to cash flow from/
(used in) operating activities
Non-cash items included in net profit and other adjustments:

Depreciation of property and equipment 303 333
Amortization of goodwill and other intangible assets 225 242
Credit loss expense / (recovery) (3) 69
Equity in income of associates (8) (10)
Deferred tax expense / (benefit) 181 119
Net loss / (gain) from investing activities (180) 172
Net loss / (gain) from financing activities 385 (112)

Net (increase) / decrease in operating assets:
Net due from / to banks (2,787) 13,827
Reverse repurchase agreements and cash collateral on securities borrowed (39,630) (18,404)
Trading portfolio and net replacement values (11,706) (3,364)
Loans / due to customers 2,918 15,042
Accrued income, prepaid expenses and other assets (4,131) (668)

Net increase / (decrease) in operating liabilities:
Repurchase agreements, cash collateral on securities lent 16,507 (239)
Accrued expenses and other liabilities 6,521 (1,973)

Income taxes paid (317) (250)

Net cash flow from/ (used in) operating activities (29,299) 5,993

Cash flow from / (used in) investing activities
Investments in subsidiaries and associates (247) 0
Disposal of subsidiaries and associates 129 27
Purchase of property and equipment (395) (226)
Disposal of property and equipment 263 15
Net (investment in) / divestment of financial investments 235 254

Net cash flow from/ (used in) investing activities (15) 70

Cash flow from/ (used in) financing activities
Net money market paper issued / (repaid) 33,149 335
Net movements in treasury shares and own equity derivative activity (290) (474)
Capital issuance 2 0
Issuance of long-term debt, including financial liabilities designated at fair value 15,553 4,132
Repayment of long-term debt, including financial liabilities designated at fair value (2,865) (4,469)
Increase in minority interests 518 65
Dividend payments to / and purchase from minority interests (161) (156)

Net cash flow from / (used in) financing activities 45,906 (567)
Effects of exchange rate differences 2,137 (1,144)

Net increase / (decrease) in cash equivalents 18,729 4,352
Cash and cash equivalents, beginning of the period 73,356 82,344

Cash and cash equivalents, end of the period 92,085 86,696

Cash and cash equivalents comprise:
Cash and balances with central banks 3,433 3,243
Money market paper 1 61,166 51,470
Due from banks maturing in less than three months 27,486 31,983

Total 92,085 86,696
1 Money market paper is included in the Balance sheet under Trading portfolio assets and Financial investments. CHF 9,687 million and CHF 8,692 million were pledged
at 31 March 2004 and 31 March 2003, respectively.
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Notes to the Financial Statements (unaudited)

Notes to the Financial Statements
4 May 2004

earliest comparative prior period that will be pre-
sented with the audited Financial Statements to
be included in the UBS Financial Report 2004.

Revised IAS 32 amends the accounting for cer-
tain derivative contracts linked to an entity’s own
shares. Physically settled written put options and
forward purchase contracts with UBS shares as
underlying are recorded as liabilities, where at
inception the present value of the obligation
under the contract is debited against equity. The
liability is subsequently accreted to the settlement
amount using the effective interest rate method,
thereby recording interest expense over the life of
the contract. UBS currently has physically settled
written put options linked to own shares that are
now accounted for as liabilities. Liabilities of
CHF 172 million at 31 March 2004, and CHF
49 million at 31 December 2003 were debited to
shareholders’ equity due to written options. The
impact on the income statement of all periods
presented is insignificant. All other derivative
contracts linked to own shares are accounted for
as derivative instruments and are carried at fair
value on the balance sheet under Positive replace-
ment values or Negative replacement values.

Revised IAS 32 provides that netting is per-
mitted only if, in addition to all other netting
conditions, normal settlement is intended to take
place on a net basis. In general, that condition is
not met for derivative instruments and therefore
replacement values are now reported on a gross
basis. Replacement values of CHF 165,050 mil-
lion that were previously offset have been affect-
ed and are now reported gross in the 31 Decem-
ber 2003 balance sheet. 

Revised IAS 39 permits any financial instru-
ment to be designated at inception, or at adoption
of revised IAS 39, as carried at fair value through
profit and loss. Upon adoption of revised IAS 39,
UBS made that designation for the majority of its
compound instruments issued. Previously, UBS
separated the embedded derivative from the host
contract and accounted for the separated deriva-

Note 1  Basis of Accounting

UBS AG’s (“UBS”) consolidated financial state-
ments (“the Financial Statements”) are prepared
in accordance with International Financial
Reporting Standards (IFRS) and stated in Swiss
francs (CHF). These Financial Statements are
presented in accordance with IAS 34 “Interim
Financial Reporting”. In preparing the interim
Financial Statements, the same accounting prin-
ciples and methods of computation are applied as
in the Financial Statements at 31 December 2003
and for the year then ended. These interim Finan-
cial Statements should be read in conjunction
with the audited Financial Statements included in
the UBS Financial Report 2003.

UBS sponsors the formation of companies,
which may or may not be directly or indirectly
owned subsidiaries, for the purpose of asset secu-
ritization transactions and to accomplish certain
narrow and well-defined objectives. These com-
panies may acquire assets directly or indirectly
from UBS or its affiliates. Some of these compa-
nies are bankruptcy-remote entities whose assets
are not available to satisfy the claims of creditors
of UBS or any of its subsidiaries. Such companies
are consolidated in the Financial Statements
when the relationship between UBS and the com-
pany indicates that it is controlled by UBS.

Changes in Accounting Policies
Financial Instruments
On 1 January 2004, UBS early adopted revised
IAS 32 “Financial Instruments: Disclosure and
Presentation” and revised IAS 39 “Financial
Instruments: Recognition and Measurement”
which were applied retrospectively to all finan-
cial instruments affected within the context of
the two standards with the exception of the guid-
ance relating to derecognition of financial assets
and liabilities, which is applied prospectively. As
a result of adopting the revised standards, UBS
has restated prior period comparative informa-
tion, as if the revised accounting standards had
been in effect since the beginning of 2002, the



This change required restatement of the 2002
and 2003 comparative financial years. The
effects of the restatement were as follows:

For the full year 2003, net profit was reduced
by CHF 64 million and for the full year 2002 net
profit was increased by CHF 19 million. For the
comparative fourth and first quarter of 2003, the
effect on net profit was insignificant.

Credit risk losses incurred on OTC derivatives
Effective 1 January 2004, the method of account-
ing for credit risk losses incurred on over-the-
counter (OTC) derivatives has been changed. All
such credit risk losses are now reported in net trad-
ing income and are no longer reported in credit
loss expense. This change did not affect net profit
or earnings per share results. It did, however, affect
segment reporting, as losses reported as credit loss
expense were previously deferred over a three-year
period in the Business Group segment reporting,
whereas under the changed method of accounting,
losses in trading income are not subject to such a
deferral. In the segment report, therefore, losses on
OTC derivatives are now reported as they are
incurred. This change in accounting method
affected to a minor extent certain balance sheet
lines at 31 December 2003, which have been
restated to conform to the current year presenta-
tion. The changed method of accounting had the
following impact on the performance before tax of
our Business Groups. In 2003, it reduced Wealth
Management & Business Banking’s pre-tax per-
formance by CHF 8 million. It raised the Invest-
ment Bank’s by CHF 37 million while Corporate
Center’s fell by CHF 29 million. In 2002, the
changed method lowered the Investment Bank’s
pre-tax performance by CHF 28 million and
raised Corporate Center’s by CHF 28 million. For
the comparative fourth and first quarter of 2003,
the effect on net profit was insignificant.

Recently issued accounting standards
IFRS 3 Business Combinations
On 31 March 2004, the International Account-
ing Standards Board (IASB) issued IFRS 3 Busi-
ness Combinations, revised IAS 36 Impairment
of Assets, and revised IAS 38 Intangible Assets.
The new standards are applicable immediately
for business combinations that were agreed to on
or after 31 March 2004. In all other respects, the
standards are effective for the first financial year
beginning on or after 31 March 2004.

tive as a trading instrument. These instruments
are now carried at fair value in their entirety with
changes in fair value recorded in the income
statement. The amounts are now included on the
balance sheet within the line item Financial lia-
bilities designated at fair value, with amounts
of CHF 39,313 million at 31 March 2004 and
CHF 35,286 million at 31 December 2003 being
reported in that new line.

The guidance governing recognition and dere-
cognition of a financial asset is considerably more
complex under revised IAS 39 than previously and
requires a multi-step decision process to determine
whether derecognition is appropriate. UBS derecog-
nizes financial assets for which it transfers the con-
tractual rights to the cash flows and no longer
retains any risk or reward coming from them nor
maintains control over the financial assets. The pro-
visions of this guidance were applied prospectively
as of 1 January 2004. As a result of the new require-
ments, certain transactions are now accounted for
as secured financing transactions instead of pur-
chases or sales of trading portfolio assets with an
accompanying swap derivative. The impact on the
balance sheet is that at 31 March 2004 Loans
increased by approximately CHF 5.8 billion, Trad-
ing portfolio assets decreased by approximately
CHF 4.3 billion, and Due to customers increased by
approximately CHF 1.5 billion.

The effect of restating the income statement
due to the adoption of revised IAS 32 and 39 on
the comparative prior periods is as follows:

For the full years 2003 and 2002, net profit
is reduced by CHF 82 million and CHF 24 million
respectively. For the fourth and first quarters of
2003, the effect on net profit was a reduction of
CHF 49 million and CHF 8 million respectively.

Investment properties
Effective 1 January 2004, UBS changed its
accounting policy for investment property from
historical cost less accumulated depreciation to
the fair value model. All changes in the fair value
of investment property are now recognized in the
income statement, and depreciation expense is no
longer recorded. Investment property is defined
as property held exclusively to earn rental
income and benefit from appreciation in value.
Fair value of investment property is determined
by appropriate valuation techniques employed in
the real estate industry, taking into account the
specific circumstances for each item. 
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IFRS 5 Non-Current Assets Held for Sale and
Discontinued Operations
On 31 March 2004, the IASB issued IFRS 5 Non-
Current Assets Held for Sale and Discontinued
Operations, which replaces IAS 35 Discontinued
Operations. The new standard provides guidance
on the measurement and classification of assets
“held for sale” and introduces the concept of a
“disposal group”. IFRS 5 is effective for financial
years beginning on or after 1 January 2005 and
is applicable prospectively. Assets or disposal
groups classified as held for sale are carried at the
lower of their carrying amount and fair value less
costs to sell, and are not depreciated. Assets held
for sale and assets and liabilities that are part of
a disposal group classified as held for sale have to
be presented separately on the face of the balance
sheet. Operations are classified as discontinued
at the time they meet the criteria for being classi-
fied as held for sale or when they are disposed of.
The results of discontinued operations have to be
classified separately on the face of the income
statement. UBS is in the process of evaluating the
new standard and the impact it may have on its
financial statements.

Amendment to IAS 39 Fair Value Hedge Account-
ing for a Portfolio Hedge of Interest Rate Risk
On 31 March 2004, the IASB issued an amend-
ment to IAS 39 Fair Value Hedge Accounting for
a Portfolio Hedge of Interest Rate Risk. The
amendment establishes conditions under which
an entity is permitted to apply fair value hedge
accounting to a portfolio of financial assets or
financial liabilities to hedge against interest rate
risks. As UBS adopted revised IAS 32 and 39 as
of 1 January 2004, the amendment has been
adopted with immediate effect. However, the
amendment has currently no relevance to UBS as
it does not intend to apply this new hedging
method.

Under IFRS 3, all business combinations must
be accounted for using the purchase method of
accounting. The pooling of interests method of
accounting for business combinations has been
eliminated. Goodwill arising from business combi-
nations entered into on or after 31 March 2004 is
not amortized but tested annually for impairment.
Goodwill carried on the balance sheet relating to
business combinations prior to 31 March 2004
will continue to be amortized until 31 December
2004. Beginning 2005, amortization will cease
and all goodwill carried on the balance sheet will
be subject to impairment testing. Intangible assets
with indefinite useful lives will also be tested for
impairment rather than being amortized.

In purchase accounting, IFRS 3 requires that
contingent liabilities assumed must be recognized
at their estimated fair value. Minority interests
have to be recognized at the minority’s share of
interest in the fair value of net assets acquired,
whereas previously minority interests were
recorded at carryover basis. The adoption of the
new standards will have a material impact on
UBS’s financial statements as goodwill amortiza-
tion will cease. In 2003, UBS recorded CHF 756
million of goodwill amortization expense.

IFRS 4 Insurance Contracts
On 31 March 2004, the IASB issued IFRS 4 Insur-
ance Contracts, which provides guidance on the
accounting and reporting of insurance contracts
issued and reinsurance contracts held. The new
standard is effective for financial years beginning
on or after 1 January 2005 and is relevant to UBS
with respect to its life insurance activities. IFRS 4
requires that the deposit component of an insur-
ance policy is unbundled from the insurance com-
ponent and accounted for separately in accor-
dance with IAS 39. UBS is in the process of eval-
uating the new standard but does not expect it to
have a material impact on its financial statements.



Note 2  Reporting by Business Group

Internal charges and transfer pricing adjustments are reflected in the performance of each business. Revenue-sharing agreements are
used to allocate external customer revenues to a Business Group on a reasonable basis. Transactions between Business Groups are con-
ducted at arm’s length.

For the quarter ended 31 March 2004
Wealth

Wealth Management & Global Asset Investment Management Corporate
CHF million Business Banking Management Bank USA Center UBS

Income 3,203 507 4,937 1,346 299 10,292
Credit loss (expense) / recovery (54) 0 58 (1) 0 3

Total operating income 3,149 507 4,995 1,345 299 10,295

Personnel expenses 1,185 236 2,590 947 213 5,171
General and administrative expenses 523 88 534 238 124 1,507
Depreciation 82 6 66 38 111 303
Amortization of goodwill and other intangible assets 18 33 73 77 24 225

Total operating expenses 1,808 363 3,263 1,300 472 7,206

Business Group performance before tax 1,341 144 1,732 45 (173) 3,089
Tax expense 579

Net profit before minority interests 2,510
Minority interests (87)

Net profit 2,423

For internal management reporting purposes we measure credit loss expense using an expected loss concept. The table below shows
Business Group performance consistent with the way in which our businesses are managed and the way Business Group performance
is measured. Expected credit loss reflects the average annual costs that are expected to arise from positions in the current portfolio that
become impaired in the future. The Adjusted expected credit loss reported for each Business Group is the Expected credit loss on its
portfolio, plus the deferral which is the difference between Credit loss expense and Expected credit loss, amortized over a three-year
period. The difference between these Adjusted expected credit loss figures and the Credit loss expense recorded at Group level for finan-
cial reporting purposes is reported in the Corporate Center.

Wealth
Wealth Management & Global Asset Investment Management Corporate

CHF million Business Banking Management Bank USA Center UBS

Income 3,203 507 4,937 1,346 299 10,292
Adjusted expected credit loss (17) 0 0 (3) 23 3

Total operating income 3,186 507 4,937 1,343 322 10,295

Personnel expenses 1,185 236 2,590 947 213 5,171
General and administrative expenses 523 88 534 238 124 1,507
Depreciation 82 6 66 38 111 303
Amortization of goodwill and other intangible assets 18 33 73 77 24 225

Total operating expenses 1,808 363 3,263 1,300 472 7,206

Business Group performance before tax 1,378 144 1,674 43 (150) 3,089
Tax expense 579

Net profit before minority interests 2,510
Minority interests (87)

Net profit 2,423
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Note 2  Reporting by Business Group (continued)
For the quarter ended 31 March 2003

Wealth
Wealth Management & Global Asset Investment Management Corporate

CHF million Business Banking Management Bank USA Center UBS

Income 2,866 378 3,217 1,166 210 7,837
Credit loss (expense) / recovery (64) 0 (5) 0 0 (69)

Total operating income 2,802 378 3,212 1,166 210 7,768

Personnel expenses 1,146 188 1,794 888 186 4,202
General and administrative expenses 517 99 478 246 57 1,397
Depreciation 94 7 80 38 114 333
Amortization of goodwill and other intangible assets 19 40 70 87 26 242

Total operating expenses 1,776 334 2,422 1,259 383 6,174

Business Group performance before tax 1,026 44 790 (93) (173) 1,594
Tax expense 313

Net profit before minority interests 1,281
Minority interests (72)

Net profit 1,209

For internal management reporting purposes we measure credit loss expense using an expected loss concept. The table below shows
Business Group performance consistent with the way in which our businesses are managed and the way Business Group performance
is measured. Expected credit loss reflects the average annual costs that are expected to arise from positions in the current portfolio that
become impaired in the future. The Adjusted expected credit loss reported for each Business Group is the Expected credit loss on its
portfolio, plus the deferral which is the difference between Credit loss expense and Expected credit loss, amortized over a three-year
period. The difference between these Adjusted expected credit loss figures and the Credit loss expense recorded at Group level for finan-
cial reporting purposes is reported in the Corporate Center.

Wealth
Wealth Management & Global Asset Investment Management Corporate

CHF million Business Banking Management Bank USA Center UBS

Income 2,866 378 3,217 1,166 210 7,837
Adjusted expected credit loss (57) 0 (18) (2) 8 (69)

Total operating income 2,809 378 3,199 1,164 218 7,768

Personnel expenses 1,146 188 1,794 888 186 4,202
General and administrative expenses 517 99 478 246 57 1,397
Depreciation 94 7 80 38 114 333
Amortization of goodwill and other intangible assets 19 40 70 87 26 242

Total operating expenses 1,776 334 2,422 1,259 383 6,174

Business Group performance before tax 1,033 44 777 (95) (165) 1,594
Tax expense 313

Net profit before minority interests 1,281
Minority interests (72)

Net profit 1,209



Note 3  Net Interest and Trading Income

Accounting standards require separate disclosure of net interest income and net trading income (see
the second and the third table). This required disclosure, however, does not take into account that
net interest and trading income are generated by a range of different business activities. In many
cases, a particular business activity can generate both net interest and trading income. Fixed income
trading activity, for example, generates both trading profits and coupon income. UBS management
therefore analyzes net interest and trading income according to the business activity generating it.
The first table below (labeled Net interest and trading income) provides information that corre-
sponds to this management view. For example, net income from trading activities is further broken
down into the four sub-components of Equities, Fixed income, Foreign exchange and Other. These
activities generate both types of income (interest and trading revenue) and therefore this analysis is
not comparable to the breakdown provided in the third table on the next page (Net trading income
only).

Net interest and trading income
Quarter ended % change from

CHF million 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Net interest income 3,218 3,007 2,909 7 11
Net trading income 1,785 578 1,221 209 46

Total net interest and trading income 5,003 3,585 4,130 40 21

Breakdown by business activity
Quarter ended % change from

CHF million 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Net income from interest margin products 1,265 1,233 1,285 3 (2)

Equities 946 701 319 35 197
Fixed income 2,151 1,146 1,960 88 10
Foreign exchange 414 321 357 29 16
Other 89 86 71 3 25

Net income from trading activities 3,600 2,254 2,707 60 33

Net income from treasury activities 310 326 398 (5) (22)

Other 1 (172) (228) (260) (25) (34)

Total net interest and trading income 5,003 3,585 4,130 40 21
1 Principally external funding costs of the Paine Webber Group, Inc. acquisition.
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Note 3  Net Interest and Trading Income (continued)

Net interest income 1

Quarter ended % change from

CHF million 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Interest income
Interest earned on loans and advances 2,733 2,354 2,572 16 6
Interest earned on securities borrowed and 
reverse repurchase agreements 2,274 2,905 2,844 (22) (20)
Interest and dividend income from financial investments 21 15 25 40 (16)
Interest and dividend income from trading portfolio 4,713 4,465 4,191 6 12

Total 9,741 9,739 9,632 0 1

Interest expense
Interest on amounts due to banks and customers 1,187 1,720 1,192 (31) (0)
Interest on securities lent and repurchase agreements 2,141 2,062 2,482 4 (14)
Interest and dividend expense from trading portfolio 2,315 2,274 2,193 2 6
Interest on financial liabilities designated at FV 275 231 137 19 101
Interest on debt issued 605 445 719 36 (16)

Total 6,523 6,732 6,723 (3) (3)

Net interest income 3,218 3,007 2,909 7 11

Net trading income 1

Quarter ended % change from

CHF million 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Equities 701 529 186 33 277
Fixed income 2 546 (354) 579 (6)
Foreign exchange and other 538 403 456 33 18

Net trading income 1,785 578 1,221 209 46
1 Please refer to the table “Net Interest and Trading Income” on the previous page for the Equities, Fixed income, Foreign exchange and Other business results (for an
explanation, read the corresponding introductory comment). 2 Includes commodities trading income.

Included in the Net trading income table are the fair value changes of CHF (385) million for the
quarter ended 31 March 2004 (CHF (178) million and CHF 112 million for the quarter ended 
31 December 2003 and 31 March 2003 respectively) related to financial liabilities designated as held
at fair value through profit and loss. The major portion of the entire change in fair value is attrib-
utable to the change in fair value of derivatives embedded in the liabilities designated as held at fair
value. The exposure from such embedded derivatives is economically hedged with derivatives whose
change in fair value is also reported in Net trading income, offsetting the fair value changes related
to financial liabilities designated as held at fair value.



Note 4  Net Fee and Commission Income
Quarter ended % change from

CHF million 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Underwriting fees 711 771 437 (8) 63
Corporate finance fees 200 306 114 (35) 75
Brokerage fees 1,768 1,495 1,229 18 44
Investment fund fees 1,131 1,051 882 8 28
Fiduciary fees 54 56 63 (4) (14)
Custodian fees 314 318 279 (1) 13
Portfolio and other management and advisory fees 1,122 1,021 901 10 25
Insurance-related and other fees 65 69 103 (6) (37)

Total securities trading and investment activity fees 5,365 5,087 4,008 5 34

Credit-related fees and commissions 65 74 62 (12) 5
Commission income from other services 240 293 260 (18) (8)

Total fee and commission income 5,670 5,454 4,330 4 31

Brokerage fees paid 427 403 334 6 28
Other 238 231 170 3 40

Total fee and commission expense 665 634 504 5 32

Net fee and commission income 5,005 4,820 3,826 4 31
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Note 5  Other Income
Quarter ended % change from

CHF million 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Gains / (losses) from disposal of 
associates and subsidiaries
Net gain from disposal of:

Consolidated subsidiaries 0 (7) 0
Investments in associates 0 0 0

Total 0 (7) 0

Financial investments available for sale
Net gain from disposal of:

Private equity investments 239 242 63 (1) 279
Other financial investments 10 (2) 5 100

Impairment charges on private equity investments 
and other financial investments (69) (129) (240) 47 71

Total 180 111 (172) 62

Net income from investments in property 18 19 16 (5) 13
Equity in income of associates 8 9 10 (11) (20)
Gains / (losses) from investment properties 0 (7) 0
Other 78 54 27 44 189

Total other income 284 179 (119) 59
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Note 6  Personnel Expenses
Quarter ended % change from

CHF million 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Salaries and bonuses 4,236 3,220 3,267 32 30
Contractors 129 129 134 0 (4)
Insurance and social contributions 291 203 216 43 35
Contribution to retirement plans 177 150 203 18 (13)
Other personnel expenses 338 336 382 1 (12)

Total personnel expenses 5,171 4,038 4,202 28 23

Note 7  General and Administrative Expenses
Quarter ended % change from

CHF million 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Occupancy 350 330 304 6 15
Rent and maintenance of machines and equipment 171 176 174 (3) (2)
Telecommunications and postage 199 205 219 (3) (9)
Administration 144 154 143 (6) 1
Marketing and public relations 111 122 89 (9) 25
Travel and entertainment 136 158 118 (14) 15
Professional fees 137 193 109 (29) 26
IT and other sourcing 215 234 198 (8) 9
Other 44 95 43 (54) 2

Total general and administrative expenses 1,507 1,667 1,397 (10) 8
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Note 8  Earnings per Share (EPS) and Shares Outstanding
Quarter ended % change from

Basic earnings (CHF million) 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Net profit 2,423 1,808 1,209 34 100

Quarter ended % change from

Diluted earnings (CHF million) 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Net profit 2,423 1,808 1,209 34 100
Less: Profit on own equity derivative contracts (3) 0 (17) 82

Net profit for diluted EPS 2,420 1,808 1,192 34 103

Quarter ended % change from

Weighted average shares outstanding 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Weighted average shares outstanding 1,076,148,650 1,075,169,790 1,153,931,972 0 (7)
Potentially dilutive ordinary shares resulting 
from options and warrants outstanding 33,652,562 28,432,962 16,327,254 18 106

Weighted average shares outstanding 
for diluted EPS 1,109,801,212 1,103,602,752 1,170,259,226 1 (5)

Quarter ended % change from

Earnings per share (CHF) 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Basic EPS 2.25 1.68 1.05 34 114
Diluted EPS 2.18 1.64 1.02 33 114

As at % change from

Shares outstanding 31.3.04 31.12.03 31.3.03 4Q03 1Q03

Total ordinary shares issued 1,184,421,495 1,183,046,764 1,256,702,037 0 (6)
Second trading line treasury shares

2002 first program 67,700,000 (100)
2002 second program 8,270,080 (100)
2003 program 59,482,000 56,707,000 1,470,000 5
2004 program 0

Other treasury shares 50,360,853 54,653,692 28,666,605 (8) 76

Total treasury shares 109,842,853 111,360,692 106,106,685 (1) 4

Shares outstanding 1,074,578,642 1,071,686,072 1,150,595,352 0 (7)
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CHF 1,230 per share. Under the takeover code,
UBS would also have to make a tender offer to
the minority shareholders of Società Elettrica
Sopracenerina, a publicly listed subsidiary of
Atel, for which UBS however is seeking to
receive an exemption from the Swiss authorities.
The tender offer to the minority shareholders of
Atel and Sopracenerina, in case the exemption
from the offer is not granted, would, if accepted
in full, increase the purchase price by a maxi-
mum of CHF 1,589 million.

UBS will consolidate Motor-Columbus,
which includes Atel and its subsidiaries, as of the
acquisition date using the purchase method of
accounting. In 2003, Atel had consolidated sales
of approximately CHF 5.3 billion, and it report-
ed assets of approximately CHF 6.3 billion at 31
December 2003.

On 2 April 2004, UBS signed an agreement with
RWE, a German utilities company, to purchase
its 20% ownership interest in Motor-Columbus
AG (Motor-Columbus) and its 1.23% direct
interest in Atel AG (Atel), a subsidiary of Motor-
Columbus, for a cash consideration of CHF
420 million. Together with the 35.6% interest
already owned, UBS will hold a 55.6% majori-
ty interest in Motor-Columbus after the transac-
tion has closed, which is expected to occur in
early July 2004. Motor-Columbus is a Swiss
holding company whose most significant asset is
a 58.5% ownership interest in Atel, a Swiss
group engaged in the production, distribution
and trading of electricity. In complying with the
Swiss takeover code, UBS will make an uncon-
ditional tender offer to the minority sharehold-
ers of Atel to acquire their shares at a price of

Note 9  Currency Translation Rates

The following table shows the principal rates used to translate the financial statements of foreign
entities into Swiss francs:

Spot rate Average rate
As at Quarter ended

31.3.04 31.12.03 31.3.03 31.3.04 31.12.03 31.3.03

1 USD 1.27 1.24 1.35 1.26 1.29 1.36
1 EUR 1.56 1.56 1.48 1.57 1.55 1.47
1 GBP 2.34 2.22 2.14 2.33 2.24 2.18
100 JPY 1.21 1.15 1.15 1.19 1.19 1.14

Note 10  Post Balance Sheet Event



60

UBS Registered Shares

UBS Registered Shares
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UBS ordinary shares are registered shares with a par value of
CHF 0.80 per share. They are issued in the form of Global Regis-
tered Shares (GRS). A Global Registered Share is a security that
provides direct and equal ownership for all shareholders. It can be
traded and transferred across applicable borders without the need
for conversion, with identical shares traded on different stock
exchanges in different currencies. The share is listed on the Swiss
(traded on virt-x), New York and Tokyo stock exchanges.

Ticker symbols
Trading exchange Bloomberg Reuters

virt-x UBSN VX UBSN.VX

New York Stock Exchange UBS US UBS.N

Tokyo Stock Exchange 8657 JP UBS.T

Security identification codes 

ISIN CH0012032030 

Valoren 1203203  

Cusip CINS H8920M855  

UBS share price

UBS registered share
DJ Stoxx Banks Europe Index120%

115%
110%
105%
100%
95%
90%
85%
80%
75%
70%
65%
60%
55%
50%

1Q02 2Q02 3Q02 4Q02 1Q044Q033Q032Q031Q03

1.1.2002–31.3.2004

Note: For current share price refer to: www.ubs.com/quotes



Cautionary statement regarding 
forward-looking statements 
This communication contains statements that constitute
“forward-looking statements”, including, but not limited
to, statements relating to the implementation of strategic
initiatives, such as the European wealth management busi-
ness, and other statements relating to our future business
development and economic performance. While these for-
ward-looking statements represent our judgments and
future expectations concerning the development of our
business, a number of risks, uncertainties and other impor-
tant factors could cause actual developments and results to
differ materially from our expectations. These factors
include, but are not limited to, (1) general market, macro-
economic, governmental and regulatory trends, (2) move-
ments in local and international securities markets, curren-
cy exchange rates and interest rates, (3) competitive pres-
sures, (4) technological developments, (5) changes in the
financial position or creditworthiness of our customers,
obligors and counterparties and developments in the mar-
kets in which they operate, (6) legislative developments, (7)
management changes and changes to our Business Group
structure and (8) other key factors that we have indicated
could adversely affect our business and financial perform-
ance which are contained in other parts of this document
and in our past and future filings and reports, including
those filed with the SEC. More detailed information about
those factors is set forth elsewhere in this document and in
documents furnished by UBS and filings made by UBS with
the SEC, including UBS’s Annual Report on Form 20-F for
the year ended 31 December 2003. UBS is not under any
obligation to (and expressly disclaims any such obligations
to) update or alter its forward-looking statements whether
as a result of new information, future events, or otherwise.
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