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Switzerland: Leading indicators point to sharp slow-down
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Reason #1: CHF strength
SNB has set floor for EURCHF at 1.20 — successfully (so far)
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Reason #2: Global slowdown is under way

Purchasing Manager Indices in manufacturing
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Reason #3: Financial market stress on the rise

UBS financial health thermometer, in Celsius

44

43

42

41

40

39

38

37

36
Jan-06 Jan-07 Jan-08 Jan-09 Jan-10 Jan-11

— Eurozone —US — UK

$ LIBS Source: Reuters, UBS WMR, October 2011 .

The last restort: The printing press

Monetary Base (Index, 01.01.2007 = 100)
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Interest rates at historically low levels

3M-Libor interest rate & 10Y government bond yields

10
9_.

‘\/ A

Percent
N WA OO N @

W[\\Q‘W“‘mﬁ

0 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11

== 10y government bond yiela—= 3M-Libor

% UBS Source: Reuters Ecowin, UBS WMR

Switzerland: Inflation rate (currently) at low levels

Consumption prices (% change to previous year), domestic & imported inflation
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Survey participants' assessment of inflation developments

This year's wage negotiations are based on low inflation rates
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Driver of the Swiss domestic economy: Immigration
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Switzerland's job miracle
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Labor market: First signs of a turning point

Unemployment rate and number of job vacancies (inverted right hand scale)
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Expected head count development in 2012
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Results of the 23rd UBS Compensation Survey

Salary development & inflation

mm UBS Compensation Survey: Salary Development® — Inflation™ *
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Results of the 23rd UBS Compensation Survey

Expected salary development 2012
Switzerland 1.1%
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Disclaimer

Wealth Management Research is published by Wealth Management & Swiss Bank and Wealth Management Americas, Business Divisions of UBS AG (UBS) or an affiiate thereof. In certain countries UBS AG is referred to as UBS SA. This publication is for your
information only and is not intended as an offer, or a solcitation of an offer, to buy or sell any investment or other specific product. Certain services and products are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/or may not be
eligible for sale to all investors. All information and opinions expressed in this document were obtained from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to its accuracy or completeness (other than
disclosures relating to UBS AG, its subsidiaries and affiiates). All information and opinions as well as any prices indicated are current as of the date of this report, and are subject to change without notice. The analysis contained herein is based on numerous assumptions.
Different assumptions could result in materially different results. Opinions expressed herein may differ or be contrary to those expressed by other business areas or divisions of UBS, its subsidiaries and afflites, as a result of using different assumptions and/or criteria. At
any time UBS and other companies in the UBS group (or its employees) may have a long or short position, or deal as principal or agent, in relevant securities or provide advisory or other services to the issuer of relevant securities or to a company connected with an issuer.
Some investments may not be readily realizable since the market in the securities is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow of information
contained in one or more areas within UBS, into other areas, units, divisions o affiates of UBS. Futures and options trading is considered risky. Past performance of an investment is no guarantee for its future performance. Additional information will be made available
upon request. Some investments may be subject to sudden and large falls in value and on realization you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on the price, value or
income of an investment. The compensation of the analyst(s) who prepared this report is determined exclusively by research management and senior management (not including investment banking). Analyst compensation is not based on investment banking revenues,
however, compensation may relate to the revenues of UBS Wealth Management & Swiss Bank as a whole, which includes investment banking, sales and trading services. We are of necessity unable to take into account the particular investment objectives, financial
situation and needs of our individual clients and we would recommend that you take financial and/or tax advice as to the implications (including tax) of investing in any of the products mentioned herein. For structured financial instruments and funds the sales prospectus is
legally binding. If you are interested you may attain a copy via UBS or a subsidiary of UBS. This document may not be reproduced or copies circulated without prior authority of UBS or a subsidiary of UBS. UBS expressly prohibits the distribution and transfer of this
document to third parties for any reason. UBS will not be liable for any claims or lawsuits from any third parties arising from the use or distribution of this document. This report is for distribution only under such circumstances as may be permitted by applicable law.

Australia: 1) Clients of UBS Wealth Management Australia Ltd: This notice is distributed to clients of UBS Wealth Management Australia Ltd ABN 50 005 311 937 (Holder of Australian Financial Services Licence No. 231127), Chifley Tower, 2 Chifley Square, Sydney,
New South Wales, NSW 2000, by UBS Wealth Management Australia Ltd.: This Document contains general information and/or general advice only and does not constitute personal financial product advice. As such the content of the Document was prepared without taking
into account the objectives, financial situation or needs of any specific recipient. Prior to making any investment decision, a recipient should obtain personal financial product advice from an independent adviser and consider any relevant offer documents (including any
product disclosure statement) where the acquisition of financial products is being considered. 2) Clients of UBS AG: This notice is issued by UBS AG ABN 47 088 129 613 (Holder of Australian Financial Services Licence No 231087): This Document is issued and
distributed by UBS AG. This is the case despite anything to the contrary in the Document. The Document is intended for use only by “Wholesale Clients® as defined in section 761G (*Wholesale Clients’) of the Corporations Act 2001 (Cth) (*Corporations Act’). In no
circumstances may the Document be made available by UBS AG to a “Retail Client” as defined in section 761G of the Corporations Act. UBS AG's research services are only available to Wholesale Clients. The Document is general information only and does not take into
account any person’s investment objectives, financial and taxation situation or particular needs. Austria: This publication is not intended to constitute a public offer or a comparable solicitation under Austrian law and will only be used under circumstances which will not be
equivalent 10 a public offering of securities in Austria. The document may only be used by the direct recipient of this information and may under no circumstances be passed on to any other investor. Bahamas: This publication is distributed to private clients of UBS
(Bahamas) Ltd and is not intended for distribution to persons designated as a Bahamian citizen or resident under the Bahamas Exchange Control Regulations. Bahrain: UBS AG is a Swiss bank not licensed, supervised or regulated in Bahrain by the Central Bank of
Bahrain and does not undertake banking or investment business activities in Bahrain. Therefore, Clients have no protection under local banking and investment services laws and regulations. Belgium: This publication is not intended to constitute a public offering or a
comparable solicitation under Belgian law, but might be made available for information purposes to clients of UBS Belgium NV/SA, a regulated bank under the "Commission Bancaire, Financiére et des Assurances", to which this publication has not been submitted for
approval. Canada: The information contained herein is not, and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, solcitation of an offer to buy securities described herein, in Canada
or any province or teritory thereof. Any offer or sale of the securities described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered
under applicable securities laws or, alternatively, pursuant to an exemption from the dealer registration requirement in the relevant province or territory of Canada in which such offer or sale is made. Under no circumstances is the information contained herein to be
construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. To the extent that the information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a
province or territory of Canada, any trades in such securities must be conducted through a dealer registered in Canada or, altematively, pursuant to a dealer registration exemption. No securities commission or similar regulatory authority in Canada has reviewed or in any
way passed upon these materials, the information contained herein or the merits of the securities described herein and any representation to the contrary is an offence. Amendments regarding the taxation of investments in foreign investment eniiies (‘FIES") have been
proposed by the Minister of Finance (Canada) to apply to taxation years commencing after 2006 (the “Proposed Amendments”). In the Federal Budget tabled on January 27, 2009, it was stated that the government will review the Proposed Amendments, in light of
submissions made by various parties, before proceeding with such measures. In general, as currently released, the Proposed Amendments may require an investor that has acquired a “participating interest” other than an “exempt interest” (as defined in the Proposed
Amendments) in a FIE, to include in income for income tax purposes each year (i) an amount equal to a prescribed percentage of the designated cost of its participating interest in the FIE; (ii) in limited circumstances, its gain on its participating interest in FIEs, on a mark-to-
market basis whether or not such gain has been realized; or (ii) in limited circumstances, its proportionate share of the FIE's income (or loss) calculated using Canadian tax rules. Accordingly, if the Proposed Amendments apply to an investor, the investor may be required
o include in taxable income amounts that the investor has not earmed or received. The foregoing summary provides a general description of Proposed Amendments, and should not be construed as advice to any particular investor regarding the implications of the
Proposed Amendments in the investor's particular circumstances. Investors are urged to consult their own tax advisors regarding the application and impact of the Proposed Amendments in their particular circumstances. A Canadian investor in the Fund must promptly
notify UBS if that investor acquires or holds more than 10% of any class of shares of a particular Fund. In Canada, this publication is distributed to clients of UBS Wealth Management Canada by UBS Investment Management Canada Inc. Dubai: Research is issued by
UBS AG Dubai Branch within the DIFC, is intended for professional clients only and is not for onward distribution within the United Arab Emirates. France: This publication is distributed by UBS (France) S.A., French "société anonyme" with share capital of € 125.726.944,
69, boulevard Haussmann F-75008 Paris, R.C.S. Paris B 421 255 670, to its clients and prospects. UBS (France) S.A. is a provider of investment services duly authorized according to the terms of the "Code Monétaire et Financier", regulated by French banking and
financial authorities as the "Banque de France” and the "Autorité des Marchés Financiers". Germany: The issuer under German Law is UBS Deutschland AG, Bockenheimer Landstrasse 2-4, 60306 Frankfurt am Main. UBS Deutschland AG is authorized and regulated by
the far " Hong Kong: This publication is distributed to clients of UBS AG Hong Kong Branch by UBS AG Hong Kong Branch, a licensed bank under the Hong Kong Banking Ordinance and a registered institution under the
Securities and Futures Ordinance. Indonesias This research or publication is not intended and not prepared for purposes of public offering of securities under the Indonesian Capital Market Law and its implementing regulations. Securities mentioned in this material have
not been, and will not be, registered under the Indonesian Capital Market Law and regulations. ltaly: This publication s distributed to the clients of UBS (ltalia) S.p.A., via del vecchio politecnico 3, Milano, an Italian bank duly authorized by Bank of Italy to the provision of
financial services and supervised by "Consob" and Bank of Italy. Jersey: UBS AG, Jersey Branch, is regulated and authorized by the Jersey Financial Services Commission for the conduct of banking, funds and investment business. Luxembourg: This publication is not
intended to constitute a public offer under Luxembourg law, but might be made available for information purposes to clients of UBS (Luxsmbnurg) S.A., a regulated bank under the supervision of the "Commission de Surveillance du Secteur Financier" (CSSF), to which this
publication has not been submitted for approval. Mexico: This document has been distributed by UBS Asesores México, S.A. de C.V., a company which is not subject to supervision by the National Banking and Securities Commission of Mexico and is not part of UBS
Grupo Financiero, S.A. de C.V. or of any other Mexican financial group and whose obligations are not guaranteed by any third party. UBS Asesores México, S.A. de C.V. does not guarantee any yield whatsoever. Singapore: Please contact UBS AG Singapore branch, an
exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters arising from, o in connection with, the
analysis or report. Spain: This publication s distributed to clients of UBS Bank, S.A. by UBS Bank, SA., a bank registered with the Bank of Spain. Turkey: No information in this document is provided for the purpose of offering, marketing and sale by any means of any
capital market instruments and services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey in the Republic of Turkey. UBS AG is not licensed by the Turkish Capital Market
Board (the CMB) under the provisions of the Capital Market Law (Law No. 2499). Accordingly neither this document nor any other offering material related to the instruments/services may be utilized in connection with providing any capital market services to persons within
the Republic of Turkey without the prior approval of the CMB. However, according to article 15 (d) (i) of the Decree No. 32 there is no restriction on the purchase or sale of the instruments by residents of the Republic of Turkey. UAE: This research report is not intended to
constitute an offer, sale or delivery of shares or other securities under the laws of the United Arab Emirates (UAE). The contents of this report have not been and will not be approved by any authority in the United Arab Emirates including the UAE Central Bank or Dubai
Financial Authorities, the Emirates Securities and Commodities Authority, the Dubai Financial Market, the Abu Dhabi Securities market or any other UAE exchange. UK: Approved by UBS AG, authorized and regulated in the UK by the Financial Services Authority. A
member of the London Stock Exchange. This publication s distributed to private clients of UBS London in the UK. Where products or services are provided from outside the UK, they will not be covered by the UK regulatory regime or the Financial Services Compensation
Scheme. USA: This document is not intended for distribution into the US and / or to US persons. UBS Securities LLG s a subsidiary of UBS AG and an affiate of UBS Financial Services Inc., UBS Financial Services Inc. is a subsidiary of UBS AG.
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