UNITED STATES
SECURITIES AND EXCHANGE COMMISS“ ‘
Washington, D.C. 20549

VH

I

|

Il

FORM 10-K HI

||

(Mark One) ‘ 08045057
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACY
OF 1934
For the fiscal year ended December 31, 2007
OR
[J TRANSITION REPORT UNDER SECTION 13 OR 15(d) of the securities exchange act of 1934
For the transition period from to . ¢
L Wi W Ve e
Commission File Number: 000-15637 et

SVB FINANCIAL GROUP AL S

(Exact name of registrant as specified in its charter) N
“Washingion, Yis

Delaware 91-1962278 “00 -
(State or other jurisdiction (LR.S. Employer ™~ G
of incorporation or organization) Identification No.) [PHO
3003 Tasman Drive, Santa Clara, California 95054-1191 http://www.svb.com CESSED
(Address of principal executive offices (Registrant’s URL) Am , 0

including zip code)
Registrant’s telephone number, including area code: (408) 654-7400 THOMSON
FINANCIAL

Securities registered pursuant to Section 12(b) of the Act:

Title of each class: Name of each exchange on which registered
Common Stock, par value $0.001 pershare . ... ... .. .. .. NASDAQ Global Select Market
Junior subordinated debentures issued by SVB Capital II and the
guarantee with respect thereto . .. .. ... u it raiae e NASDAQ Global Select Market

Securities registered pursuant to Section 12(g) of the Act:  None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes X No [}
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.
Yes ] No

Indicate by check mark whether the registrant (1) has filed all reports required 1o be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and
(2) has been subject to such filing requirements for the past 90 days.

Yes [X] Ne []

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not
be contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part III of
this Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the tegistrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition
of “accelerated filer” and “large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer ] Non-accelerated filer [ ]

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).
Yes [ No

The aggregate market value of the voting stock held by non-affiliates of the registrant as of June 30, 2007, the last business day of the
registrant’s most recently completed second fiscal quarter, based upon the closing price of its common stock on such date, on the
NASDAQ Global Select Market was $1,826,314,282,

At January 31, 2008, 32,364,515 shares of the registrant’s common stock ($0.001 par value) were outstanding.

Parts of Form 10-K
Into Which
Documents Incorporated by Reference Incorporated

Definitive proxy statement for the Company’s 2008 Annual Meeting of Stockholders to be filed within 120 days of
the end of the fiscal year ended December 31, 2007 . ... ... . Part 111




TABLE OF CONTENTS

PARTI Item 1  Business ............... oo i
. Item LA RISk Factors . ... .ot i e e e e e e
Item 1B Unresolved Staff Comments .. ...... . ... ... o i
Item 2  Properties .. ... e
Item3  LegalProceedings ....... ... ... . . . .o iiiiiiiii i,
Item4  Submission of Matters to a Vote of Security Holders ........................

PARTII Ttem5  Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities .. ..... .ot e
Item6  Selected Consolidated Financial Data .. ......... ... ... .. ... ... ........

- - {-—"
- ‘:.g-ﬂb‘_: 3 _;’;,_,.Jlfl_m 7
A coge 0

Management’s Discussion and Analysis of Financial Condition and Results of

OpErations . .. ... . e e
TR - o .
¢ F " TItem 7A Quantitative and Qualitative Disclosures about Market Risk . ............. ... ..
RIS
i« Lew) b Item 8 Consolidated Financial Statements and Supplementary Data ..................

Item9  Changes in and Disagreements with Accountants on Accounting and Financial
DSClOSUIE . it e e s
Item 9A Controls and Procedures . ... ...t i i
Item 9B  Other InfOormation ... .........ccciiitiit i in it ca et i i saeannnnns
PARTIII ltem 10 Directors, Executive Officers and Corporate Governance .....................
Item |11 Executive COmpPensation . ... ...ttt aeetneienennns
Item 12 Security Ownership of Certain Beneficial Owners and Management, and Related
Stockholder Matters . ..... ... .. .. i i e e
Item 13 Certain Relationships and Related Transactions, and Director Independence . . . ...
Item 14 Principal Accounting Fees and SEIVICES . . ... ...\
PARTIV ltem 15 Exhibits and Financial Statement Schedules . ... ... .. ... .. ... .. ... .. ...
SIGNATURES . e e e
Index to Exhibits . ... ... e e




Received SEC

APR 0 4 2008

Forward-Looking Statements

.{Washi
This Annual Report on Form 10-K, including in particular “Management’s Did ashingt 0549

Financial Condition and Results of Qperations” under Part I, Item 7 in this report, contains forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995. Management has in the
past and might in the future make forward-looking statements orally to analysts, investors, the media and others.
Forward-looking statements are statements that arc not historical facts. Broadly speaking, forward-looking
statements include, without limitation, the following:

* Projections of our revenues, income, earnings per share, noninterest expenses, including professional
service, compliance, compensation and other costs, cash flows, balance sheet, capital expenditures,
capital structure or other financial items

+ Descriptions of strategic initiatives, plans or objectives of our management for future operations,
including pending acquisitions

» Forecasts of private equity funding levels

+ Forecasts of future interest rates

« Forecasts of expected levels of provisions for loan losses, loan growth and client funds

+ Forecasts of future economic performance

+ Forecasts of future income on investments

« Descriptions of assumptions underlying or relating to any of the foregoing

In this Annual Report on Form 10-K, we make forward-looking statements, including but not limited to
those discussing our management’s expectations about:

+ Business and financial performance of our business

+ Future interest rates and the sensitivity of our interest-earning assets and interest-carning liabilities to
interest rates, and impact to earnings from a change in interest rates

+ Realization, timing and performance of investments in equity securities and investment funds

+  Management of federal funds sold and overnight repurchase agreements at appropriate levels

+ Development of our later-stage corporate technology lending efforts

« Growth in loan and deposit balances, including levels of interest-bearing deposits

e Credit quality of our loan portfolio, including levels of non-performing loans and charge-offs

+ Liquidity provided by funds generated through retained earnings

«  Ability to meet our liquidity requirements through our portfolio of liquid assets

*»  Ability to expand on opportunities to increase our liquidity

*  Use of capital

+ Volatility of performance of our equity portfolio

+ Introduction of new products, including deposit products

= Effect of application of certain accounting pronouncements

= Effect of certain lawsuits and claims

« Impact of changes in tax benefits

* Realization of tax assets

»  Performance of obligations by counterparty

» Timing for ceasing operations of SVB Alliant

You can identify these and other forward-looking statements by the use of words such as “becoming”,
“may”, “will”, “should”, “predicts”, “potential”, “continue”, “anticipates”, “believes”, “estimates”, “seeks”,
“expects”, “plans”, “intends”, the negative of such words, or comparable terminology. Although we believe that
the expectations reflected in these forward-looking statements are reasonable, we have based these expectations
on our beliefs as well as our assumptions, and such expectations may prove to be incorrect. Our actual results of
operations and financial performance could differ significantly from those expressed in or implied by our
management’s forward-looking statements.
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For information with respect to factors that could cause actual results to differ from the expectations stated

. .1 . o .
20 gn,.jl‘l? f%m?:cl;ggqggggs}atements, see “Risk Factors” under Part [, Item A in this report. We urge investors to
CY Sonsider-allibf these factors carefully in evaluating the forward-looking statements contained in this Annual

Report of Form 10-K. All subsequent written or oral forward-looking statements attributable to us or persons
acting on our behalf are expressly qualified in their entirety by these cautionary statements. The forward-looking
statéments included in this filing are made only as of the-date of this filing. We assume no obligation and do not
intend to revise or update any forward-looking statements contained in this Annual Report on Form 10-K.




PART L

ITEM 1. BUSINESS
General

SVB Financial Group is a diversified financial services company, as well as a bank holding company and
financial holding company. The company was incorporated in the state of Delaware in March 1999. Through our
various subsidiaries and divisions, we offer a variety of banking and financial products and services. For 25
years, we have been dedicated to helping entrepreneurs succeed, especially in the technology, life science, private
equity and premium wine industries. We provide our clients with a diversity of products and services to support
them throughout their life cycles, regardless of their size or stage of maturity.

We offer commercial banking products and services through our principal subsidiary, Silicon Valley Bank
(the “Bank”), which is a California state-chartered bank founded in 1983 and a member of the Federal Reserve
System, Through its subsidiaries, the Bank also offers brokerage, investment advisory and asset management
services. We also offer non-banking products and services, such as funds management, private equity investment
and equity valuation services, through our other subsidiaries and divisions.

As of December 31, 2007, we had total assets of $6.69 billion, total loans, net of uneamed income of $4.15
billion, total deposits of $4.61 billion and total stockholders’ equity of $676.7 million.

We operate through 27 offices in the United States and five internationally in China, India, Israel and the
United Kingdom. Our corporate headquarters is located at 3003 Tasman Drive, Santa Clara, California 95054,
and our telephone number is 408.654.7400.

When we refer to “SVB Financial Group,” the “Company”, “we,” “our,” “us” or use similar words, we
mean SVB Financial Group and all of its subsidiaries collectively, including the Bank. When we refer to “SVB
Financial” or the “Parent” we are referring only to the parent company, SVB Financial Group.

Business Overview

For reporting purposes, SVB Financial Group has four operating segments in which we report our financial
information in this Annual Report: Commercial Banking, SVB Capital, SVB Alliant, and Other Business
Services. Financial information and results of operation for our operating segments are set forth in Note 23
{Segment Reporting) of the “Notes to the Consolidated Financial Statements” under Part II, Item 8 in this report,
and in “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Operating
Segment Results” under Part I1, Item 7 in this report.

Commercial Banking

Our commercial banking products and services are provided by the Bank and its subsidiaries. The Bank
provides solutions to the financial needs of commercial clients through lending, deposit account and cash
management, and global banking and trade products and services.

Through lending products and services, the Bank extends loans and other credit facilities to commercial
clients. These loans are most often secured by clients” assets. Lending products and services include traditional
term loans, equipment loans, revolving lines of credit, accounts-receivable-based lines of credit and asset-based
loans.

The Bank’s deposit account and cash management products and services provide commercial clients with
short- and long-term cash management solutions. Deposit account products and services include traditional
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deposit and checking accounts, certificates of deposit, and money market accounts. In connection with deposit
accounts, the Bank also provides lockbox and merchant services that facilitate timely depositing of checks and
other payments to clients’ accounts. Cash management products and services include wire transfer and
Automated Clearing House (“ACH”) payment services to enable clients to transfer funds quickly from their
deposit accounts. Additionally, the cash management services unit provides collection services, disbursement
services, electronic funds transfers, and online banking through SVBeConnect.

The Bank’s global banking and trade products and services facilitate clients’ global finance and business
needs. These products and services include foreign exchange services that allow commercial clients to manage
their foreign currency risks through the purchase and sale of currencies on the global inter-bank market. To
facilitate clients’ international trade, the Bank offers a variety of loans and credit faciliies guaranteed by the
Export-Import Bank of the United States. It also offers letiers of credit, including export, import, and standby
letters of credit, to enable clients to ship and receive goods globally.

The Bank offers a variety of investment services and solutions to its clients that enable companies to better
manage their assets. The Bank’s Repurchase Agreement Program, which is targeted to those clients who seek
interest income with minimal tolerance for loss of principal, offers the ability to enter into secure overnight
investments that are fully collateralized. Through its broker-dealer subsidiary, SVB Securities, the Bank offers
money market mutual funds and fixed-income securities. SVB Securities is registered with the U.S. Securities
Exchange Commission (“SEC”) and is a member of the Financial Industry Regulatory Authority (“FINRA”) and
the Securities Investor Protection Corporation (“SIPC”). Finally, through its registered investment advisory
subsidiary, 3VB Asset Management, the Bank offers investment advisory services, including outsourced treasury
services, with customized cash portfolio management and reporting.

SVB Capital

SVB Capital is the private equity division of SVB Financial Group. This division focuses primarily on funds
management. SVB Capital manages, sponsors and invests in private equity and venture capital funds, as well as
invests in portfolio companies, on behalf of SVB Financial and the investors in the funds managed by SVB
Capital. The SVB Capital family of funds is comprised of funds its manages, including funds of funds, such as
our SVB Strategic Investors funds, and co-investment funds, such as our SVB Capital Partners funds and SVB
India Capital Partners fund, It also includes sponsored debt funds, such as Gold Hill Venture Lending funds,
which provide secured debt, typically to emerging-growth clients in their earliest stages, and Partners for Growth
funds, which primarily provide secured debt to higher-risk, middle-market clients in their later stages. Most of
the funds actively managed or sponsored by SVB Capital are consolidated into our financial statements. See Note
2 (Summary of Significant Accounting Policies) of the “Notes to the Consolidated Financial Statements™ under
Part II, Item 8 in this report.

SVB Alliant

SVB Alliant, a broker-dealer registered with the SEC and a member of the FINRA, was ‘our investment
banking division, which provided advisory services in the areas of mergers and acquisitions, corporate finance,
strategic alliances and private placements. In July 2007, we announced that we had reached a decision to cease
operations at SVB Alliant. We elected to have SVB Alliant complete a limited number of client transactions
before finalizing its shut-down. Accordingly, we have classified the results of operations of SVB Alliant as
continuing operations in the Consolidated Statement of Income for the year ended December 31, 2007 in Part 11,
Itern 8 in this report. As of the date of this report, all such client transactions have been completed. Other than the
completion of wind-down activities, we expect to cease operations by the end of the first quarter of 2008.

Other Business Services

The Other Business Services segment is principally comprised of SVB Private Client Services, SVB Global,
SVB Analytics and SVB Wine Division. These business units do not individually meet the separate reporting
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thresholds as defined by Statement of Financial Accounting Standards (“SFAS”) No. 131, Disclosures about
Segments of an Enterprise and Related Information (“SFAS No. 1317) and, as a result, we have aggregated them
together as Other Business Services for segment reporting purposes.

SVB Private Client Services

SVB Private Client Services is a division of the Bank that provides a range of credit services to targeted
high-net-worth individuals using both long-term secured and short-term unsecured lines of credit. These products
and services include home equity lines of credit, secured lines of credit, restricted stock purchase loans, airplane
loans, and capital call lines of credit. We also help our private clients meet their cash management needs by
providing deposit account products and services, including checking accounts, money market accounts and
certificates of deposit.

SVB Global

SVB Global includes our subsidiaries focused on our foreign activities, which facilitate our clients’ global
expansion into major technology centers around the world. SVB Global serves the needs of some of our non-U.S.
clients with global banking products, including loans, deposits and global finance. SVB Global provides a variety
of services, including consulting and business services, referrals, and knowledge sharing, and identifies global
business opportunities for us.

SVB Analytics

During the second quarter of 2006, we commenced operations of SVB Analytics, which provides equity
valuation and equity management services to private companies. We offer equity management services,
including capitalization data management, through eProsper, Inc., a company in which SVB Analytics holds a
controlling ownership stake.

SVB Wine Division

SVB Wine Division is a division of the Bank that provides banking products and services to our premium
wine industry clients, including vineyard development loans. We offer a variety of financial solutions focused
specifically on the needs of our clients’ premium wineries and vineyards.

Income Sources

Our business generates three distinct primary sources of income: interest rate differentials, fee-based
services and investments in private equity funds, equity warrant assets and other securities.

We generate income from interest rate differentials. The difference between the interest rates received on
interest-earning assets, such as loans extended to clients and securities held in our investment portfolio, and the
interest rates paid by us on interest-bearing liabilities, such as deposits and borrowings, accounts for the major
portion of our earnings. Our deposits are largely obtained from commercial clients within our technology, life
sciences and private equity industry sectors. Deposits are also obtained from the premium wine industry
commercial clients and individual clients served by our Private Client Services group. We do not obtain deposits
from conventional retail sources and currently have no brokered deposits.

Fee-based services also generate income for our business. We market our full range of financial services to
our commercial and private equity firm clients, including commercial banking, private client, investment
advisory, asset management, global banking and equity valuation services. Our ability to integrate and cross-sell
our diverse financial services to our clients is a strength of our business model.
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We also seek to obtain returns by making investments. We manage and invest in private equity funds that
gencrally invest directly in privately held companies, as well as funds that invest in other private equity funds.
We also invest directly in privately held companies. Additionally, as part of negotiated credit facilities and
certain other services, we frequently obtain rights to acquire stock in the form of equity warrant assets in certain
client companies,

Industry Niches

In each of the industry niches we serve, we provide services to meet the needs of our clients throughout their
life cycles, from early stage through maturity.

Technology and Life Sciences

We serve a variety of clients in the technology and life science industries. A key component of our
technology and life science business strategy is to develop relationships with clients at an early stage and offer
them banking services that will continue to meet their needs as they mature and expand. We define “emerging-
growth” clients as companies in the start-up or early stages of their life cycles. These companies tend to be
privately held and backed by venture capital; they generally have few employees, are primarily engaged in
research and development, have brought relatively few products or services to market, and have little or no
revenue. By contrast, we define “mature” or “later-stage” clients as companies that tend to be more established;
these companies may be publicly traded.

Our technology clients generally tend to be in the industries of hardware (semiconductors, communications
and electronics), software and related services, and cleantech. Our life science clients generally tend to be in the
industries of biotechnology and medical devices.

Private Equity

We provide financial services to clients in the private equity cornmunity. Since our founding, we have
cultivated strong relationships with the private equity community, particularly with venture capital firms
worldwide, many of which are also clients. We serve more than 500 venture capital firms in the United States, as
well as other private equity firms, facilitating deal flow to and from these private equity firms and participating in
direct investments in their portfolio companies.

Premium Wine

We are one of the leading providers of financial services to premium wine producers in the Western United
States, with over 300 winery and vineyard clients. We focus on vineyards and wineries that produce grapes and
wines of the highest quality.

Competition

The banking and financial services industry is highly competitive, and evolves as a result of changes in
regulation, technology, product delivery systems, and the general market and economic climate. Qur current
competitors include other banks, debt funds and specialty and diversified financial services companies that offer
lending, leasing, other financial products, and advisory services to our target client base. The principal
competitive factors in our markets include product offerings, service, and pricing. Given our established market
position with the client segments that we serve, and our ability to integrate and cross-sell our diverse financial
services to extend the length of our relationships with our clients, we believe we compete favorably in all our
markets in these areas.




Employees

As of December 31, 2007, we employed approximately 1,128 full-time equivalent employees.
Supervision and Regulation |
General

Our bank and holding company operations are subject to extensive regulation by federal and state regulatory
agencies. This regulation is intended primarily for the protection of depositors and the deposit insurance fund,
and secondarily for the stability of the U.S. banking system. It is not intended for the benefit of stockholders of
financial institutions. As a bank holding company that elected to become a financial holding company in
November 2000, SVB Financial is subject to inspection, supervision, regulation, and examination by the Board
of Governors of the Federal Reserve System (the “Federal Reserve Board”) under the Bank Holding Company
Act of 1956 (the “BHC Act”). The Bank, as a California state-chartered bank and a member of the Federal
Reserve System, is subject to primary supervision and examination by the Federal Reserve Board, as well as the
California Department of Financial Institutions (the “DFI"). In addition, the Bank’s deposits are insured by the
Federal Deposit Insurance Corporation (the “FDIC”). SVB Financial’s other nonbank subsidiaries are subject to
regulation by the Federal Reserve Board and other applicable federal and state agencies, such as the SEC and
FINRA, and, for our foreign-based subsidiaries, applicable regulatory bodies, such as those promulgated by the
Financial Services Authority in the United Kingdom. SVB Financial, the Bank and their subsidiaries are required
to file periodic reports with these regulators and provide any additional information that they may require.

The following summary describes some of the more significant laws, regulations, and policies that affect
our operations; it is not intended to be a complete listing of all laws that apply to us. From time to time, federal,
state and foreign legislation is enacted and regulations are adopted which may have the effect of materially
increasing the cost of doing business, limiting or expanding permissible activities, or affecting the competitive
balance between banks and other financial services providers, We cannot predict whether or when potential
legislation wilf be enacted, and if enacted, the effect that it, or any implementing regulations, would have on our
financial condition or results of operations.

Regulation of Holding Company

The Federal Reserve Board requires SVB Financial to maintain minimum capital ratios, as discussed below
under “Regulatory Capital.” Under Federal Reserve Board policy, a bank holding company is also required to
serve as a source of financial and managerial strength to its subsidiary banks and may not conduct its operations
in an unsafe or unsound manner. In addition, it is the Federal Reserve Board’s policy that, in serving as a source
of strength to its subsidiary bank(s), a bank holding company should stand ready 1o use available resources to
provide adequate capital funds to its subsidiary bank(s) during periods of financial stress or adversity and should
maintain the financial flexibility and capital-raising capacity to obtain additional resources for assisting its
subsidiary bank(s). A bank holding company’s failure 1o meet its obligations to serve as a source of strength 1o its
subsidiary bank(s) or to observe established guidelines with respect to the payment of dividends by bank holding
companies generally will be considered by the Federal Reserve Board to be an unsafe and unsound banking
practice, a violation of the Federal Reserve Board’s regulations, or both.

Bank holding companies are generally prohibited, except in certain statutorily prescribed instances
including exceptions for financial holding companies, from acquiring direct or indirect ownership or control of
more than 5% of the outstanding voting shares of any company that is not a bank or bank holding company and
from engaging directly or indirectly in activities other than those of banking, managing or controlling banks, or
furnishing services to its subsidiaries. However, subject to prior notice or Federal Reserve Board approval, bank
holding companies may engage in, or acquire shares of companies engaged in, activitics determined by the
Federal Reserve Board to be so closely related to banking or managing or controlling banks as to be a proper
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incident thereto. Pursuant to our election as a financial holding company, SVB Financial may make acquisitions
and engage in these nonbanking and certain other activities without prior Federal Reserve Board approval.
Additionally, as a financial holding company, SVB Financial may affiliate with securities firms and insurance
companies and engage in other activities determined by the Federal Reserve Board to be “financial in nature” or
are incidental or complementary to activities that are “financial in nature,” which include, among other things,
merchant banking investments.

In order to elect or retain financial holding company status, all depository institution subsidiaries of a bank
holding company must be well capitalized, well managed, and, except in limited circumstances, in satisfactory
compliance with the Community Reinvestment Act. Failure 1o sustain compliance with these requirements or
correct any non-compliance within a fixed time period could require us to divest the Bank or to conform all of
our activities to those permissible for a bank holding company.

In March 2000, the Gramm-Leach-Bliley Act (the “GLB Act”) or Financial Services Modernization Act of
1999 became effective and created the category of financial holding companies. Under the GLB Act, banks,
subject to various requirements, are permitted to engage through “financial subsidiaries” in certain financial
activities permissible for affiliates of financial holding companies. However, to be able to engage in such
activities banks must also be well capitalized and well managed and have received at least a “satisfactory” rating
in its most recent Community Reinvestment Act examination,

SVB Financial is also treated as a bank holding company under the California Financial Code. As such,
SVB Financial and its subsidiaries are subject to periodic examination by, and may be required to file reports
with, the DFIL.

Regulatory Capital

The federal banking agencies have adopted risk-based capital guidelines for bank holding companies and
banks that are expected to provide a measure of capital that reflects the degree of risk associated with a banking
organization’s operations for both transactions reported on the balance sheet as assets, such as loans, and those
recorded as off-balance sheet items, such as commitments, letters of credit and recourse arrangements. Under
these capital guidelines, banking organizations are required 1o maintain certain minimum capital ratios, which are
obtained by dividing its qualifying capital by its total risk-adjusted assets and off-balance sheet items. In general,
the dollar amounts of assets and certain off-balance sheet items are “risk-adjusted” and assigned to various risk
categories. Qualifying capital is classified in one of three tiers, depending on the type of capital:

» “Tier 1 capital” consists of common equity, rétained earnings, qualifying non-cumulative perpetual
preferred stock, a limited amount. of qualifying cumulative perpetual preferred stock and minority
interests in the equity accounts of consolidated subsidiaries (including trust-preferred securities), less
goodwill and certain other intangible assets. Qualifying Tier 1 capital may consist of trust-preferred
securities, subject to certain criteria and gquantitative limits for inclusion of restricted core capital
elements in Tier 1 capital. .

= “Tier 2 capital” includes, among other things, hybrid capital instruments, perpetual debt, mandatory
convertible debt securities, subordinated debt, preferred stock that does not qualify as Tier 1 capital, a
limited amount of allowance for loan and lease losses.

+ “Tier 3 capital” consists of qualifying unsecured subordinated debt.

Under the capital guidelines, there are three fundamental capital ratios: a total risk-based capital ratio, a
Tier 1 risk-based capital ratio and a Tier | leverage ratio. The minimum required ratios for bank holding
companies and banks are eight percent, four percent and four percent, respectively. Additionally, for SVB
Financial to remain a financial holding company, the Bank must at all times be “well-capitalized,” which requires
the Bank to have a total risk-based capital ratio, a Tier | risk-based capital ratio and a Tier | leverage ratio of at
least ten percent, six percent and five percent, respectively. Moreover, although not a requirement to maintain
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financial holding company status, maintaining the financial holding company at “well-capitalized” status
provides certain benefits to the company, such as the ability to repurchase stock without prior regulatory
approval. To be “well-capitalized,” the holding company must at all times have a total risk-based and Tier 1 risk-
based capital ratio of at least ten percent and six percent, respectively. There is no Tier 1 leverage requirement
for a holding company to be deemed well-capitalized. At December 31, 2007, the respective capital ratios of
SVB Financial and the Bank exceeded these minimum percentage requirements for ‘“well-capitalized”
institutions. See Note 21 (Regulatory Matters) of the “Notes to the Consolidated Financial Statements™ under
Part II, Item 8 in this report.

SVB Financial is also subject to rules that govern the regulatory capital treatment of equity investments in
non-financial companies made on or after March 13, 2000 and held under certain specified legal authorities by a
bank or bank holding company. Under the rules, these equity investments will be subject to a separate capital
charge that will reduce a bank holding company’s Tier | capital and, as a result, will remove these assets from
being taken into consideration in establishing a bank holding company’s required capital ratios discussed above.
The rules provide for the following incremental Tier 1 capital charges: 8% of the adjusted carrying vilue of the
portion of aggregate investments that are up to 15% of Tier 1 capital; 12% of the adjusted carrying value of the
portion of aggregate investments that are between 15% and 25% of Tier 1 capital; and 25% of the adjusted
carrying value of the portion of aggregate investments that exceed 25% of Tier 1 capital.

Further, the federal banking agencies have also adopted a joint agency policy statement, which states that
the adequacy and effectiveness of a bank’s interest rate risk management process and the level of its interest rate
exposures are critical factors in the evaluation of the bank’s capital adequacy. A bank with material weaknesses
in its interest rate risk management process or high levels of interest rate exposure relative to its capital will be
directed by the federal banking agencies to take corrective actions.

The current risk-based capital guidelines are based upon the 1988 capital accord of the International Basel
Committee on Banking Supervision. A new international accord, referred to as Basel 1I, which emphasizes
internal assessment of credit, market and operational risk, supervisory assessment and market discipline in
determining minimum capital requirements, will become mandatory for large international banks outside the u.s.
in 2008, and must be complied with in a “parallel run” for two years along with the existing Basel I standards.
Other banks may adopt the Basel II framework, but are not required to do so. The U.S. federal regulatory
agencies are expected to release separate rules in 2008 to offer U.S. banks that do not adopt Basel I1 an
alternative “standardized approach under Basel 11” option to address concerns that the Basel 1I framework may
offer significant competitive advantages for the largest U.S. and international banks. The U.S. banking agencies
have indicated, however, that they will retain the minimum leverage requirement for all U.S. banks.

Prompt Correction Action and Other General Enforcement Authority

Federal banking agencies possess broad powers io take corrective and other supervisory action against an
insured bank and its holding company. Federal laws require each federal banking agency to take prompt
corrective action to resolve the problems of insured banks.

Each federal banking agency has issued regulations defining five categories in which an insured depository
institution will be placed, based on the level of its capital ratios: well-capitalized, adequately capitalized,
undercapitalized, significantly undercapitalized, and critically undercapitalized. Based upon its capital levels, a
bank that is classified as well-capitalized, adequately capitalized, or undercapitalized may be treated as though it
were in the next lower capital category if the appropriate federal banking agency, after notice and opportunity for
hearing, determines that an unsafe or unsound condition, or an unsafe or unsound practice, warrants such
treatment. At each successive lower-capital category, an insured bank is subject to more restrictions, including
resirictions on the bank’s activities, operational practices or the ability to pay dividends.

In addition to measures taken under the prompt corrective action provisions, bank holding companies and
insured banks may be subject to potential enforcement actions by the federal regulators for unsafe or unsound
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practices in conducting their business, or for violation of any law, rule, regulation, condition imposed in writing
by the agency or term of a written agreement with the agency. In more serious cases, enforcement actions may
include the appointment of a conservator or receiver for the bank; the issuance of a cease and desist order that
can be judicially enforced; the termination of the bank’s deposit insurance; the imposition of civil monetary
penalties; the issuance of directives to increase capital; the issuance of formal and informal agreements; ihe
issuance of removal and prohibition orders against officers, directors, and other institution-affiliated parties; and
the enforcement of such actions through injunctions or restraining orders based upon a judicial determination that
the agency would be harmed if such equitable relief was not granted.

Regulation of Silicon Valley Bank

The Bank is a California state-chartered bank and a member of the Federal Reserve System. The Bank is
subject to primary supervision, periodic examination and regulation by the DFI and the Federal Reserve Bank of
San Francisco. If the DFI or the Federal Reserve Board should determine that the financial condition, capital
resources, asset quality, earnings prospects, management, liquidity, or other aspects of the Bank’s operations are
unsatisfactory, or that the Bank or its management is violating or has violated any law or regulation, various
remedies are available to the DFI and the Federal Reserve Board, depending on the severity of the violation,
Such remedies include the power to enjoin “unsafe or unsound” practices, to require affirmative action to correct
any conditions resulting from any violation or practice, to impair SVB Financial’s financial holding company
status, to issue an administrative order that can be judicially enforced, to direct an increase in capital, to restrict
the growth of the Bank, to assess civil monetary penalties, and to remove officers and directors. In addition, the
FDIC may also terminate the Bank’s deposit insurance, which for a California state-chartered bank would result
in a revocation of the Bank’s charter. Various requirements and restrictions under the laws of the State of
California and the United States affect the operations of the Bank. State and federal statutes and regulations relate
to most aspects of the Bank’s operations, including reserves against deposits, ownership of deposit accounts,
interest rates payable on deposits, loans, investments, mergers and acquisitions, borrowings, dividends, locations
of branch offices, investment in nonfinancial enterprises and capital requirements. Further, the Bank is required
to maintain certain levels of capital. (See “Regularory Capital” above.)

Because California permits commercial banks chartered by the state to engage in any activity permissible
for national banks, the bank can form subsidiaries to engage in the many so-called “closely related to banking” or
“nonbanking” activities commonly conducted by national banks in operating subsidiaries, subject to applicable
state or FDIC requirements. However, in order to form a financial subsidiary, the Bank must be “well-
capitalized”, “well-managed” and in satisfactory compliance with the Community Reinvesiment Act. Further, the
Bank must exclude from its assets and equity all equity investments, including retained eamings, in a financial
subsidiary, for regulatory reporting purposes. The assets of the subsidiary may not be consolidated with the
Bank’s assets, The Bank must also have policies and procedures to assess financial subsidiary risk and protect the
Bank from such risks and potential liabilities and is subject to the same capital deduction, risk management and
affiliate transaction rules as applicable to national banks. Generally, a financial subsidiary is permitted to engage
in activities that are “financial in nature” or incidental thereto, even though they are not permissible for the
national bank to conduct directly within the bank. The definition of “financial in nature” includes, among other
items, underwriting, dealing in or making a market in securities, including, for example, distributing shares of
mutual funds.

Restrictions on Dividends

A Federal Reserve Board policy statement provides that a bank holding company may pay cash dividends
only to the extent that the holding company’s net income for the past year is sufficient to cover both the cash
dividends and a rate of earnings retention that is consistent with the holding company’s capital needs, asset
quality and overall financial condition. The policy statement also provides that it would be inappropriate for a
bank holding company experiencing serious financial problems to borrow funds to pay dividends. Furthermore,
under the federal prompt corrective action regulations, the Federal Reserve Board may prohibit a bank holding
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company from paying any dividends if the holding company’s bank subsidiary is classified as
“undercapitalized.” : '

Dividends from the Bank constitute the principal source of cash revenues for SVB Financial. The Bank is
subject to various federal and state statutory and regulatory restrictions on its ability to pay dividends. In
addition, the banking agencies have the authority to prohibit the Bank from paying dividends, depending upon
the Bank’s financial condition, if such payment is deemed to constitute an unsafe or unsound practice.

Transactions with Affiliates

Transactions between the Bank and its operating subsidiaries (such as SVB Securities, Inc. or SVB Asset
Management) on the one hand, and the Bank's affiliates (such as SVB Financial, SVB Analytics, or an SVB
Global entity) are subject to restrictions imposed by federal and state law, designed to protect the Bank and its
subsidiaries from engaging in unfavorable behavior with their affiliates. More specifically, these restrictions,
contained in Federal Reserve Board Regulation W, prevent SVB Financial and other affiliates from borrowing
from, or entering into other credit transactions with, the Bank or its operating subsidiaries unless the loans or
other credit transactions are secured by specified amounts of collateral. All loans and credit transactions and
other “covered transactions” by the Bank and its operating subsidiaries with any one affiliate are limited, in the
aggregate, to 10% of the Bank’s capital and surplus; and all loans and credit transactions and other “covered
transactions” by the Bank and its operating subsidiaries with all affiliates are limited, in the aggregate, to 20% of
the Bank’s capital and surplus. For this purpose, a “covered transaction” generally includes, among other things,
a loan or extension of credit to an affiliate; a purchase of or investment in securities issued by an affiliate; a
purchase of assets from an affiliate; the acceptance of a security issued by an affiliate as collateral for an
extension of credit to any borrower; and the issuance of a guarantee, acceptance, or letter of credit on behalf of an
affiliate. In addition, the Bank and its operating subsidiaries generally may not purchase a low-quality assét from
an affiliate. Moreover, covered transactions and other specified transactions by the Bank and its operating
subsidiaries with an affiliate must be on terms and conditions, including credit standards, that are substantially
the same, or at least as favorable to the Bank or its subsidiaries, as those prevailing at the time for comparable
transactions with nonaffiliated companies. An entity that is a direct or indirect subsidiary of the Bank would not
be considered to be an “affiliate” of the Bank or its operating subsidiaries for these purposes unless it fell into
one of certain categories, such as a “financial subsidiary™ authorized under the GLB Act.

Loans to Insiders

Extensions of credit by the Bank to insiders of both the Bank and SVB Financial are subject to prohibitions
and other restrictions imposed by federal regulations. For purposes of these limits, “insiders” include directors,
executive officers and principal shareholders of the Bank or SVB Financial and their related interests. The term
“related interest” means a company controlled by a director, executive officer or principal shareholder of the
Bank or SVB Financial. The Bank may not extend credit to an insider of the Bank or SVB Financial unless the
loan is made on substantiaily the same terms as, and subject to credit underwriting procedures that are no less
stringent than, those prevailing at the time for comparable transactions with non-insiders. Under federal banking
regulations, the Bank may not extend a loan to insiders in an amount greater than $500,000 without prior board
approval (with any interested person abstaining from participating directly or indirectly in the voting). The
federal regulations place additional restrictions on loans to executive officers, and generally prohibit loans to
executive officers other than for certain specified purposes. The Bank is required to maintain records regarding
insiders and extensions of credit to them.

Safety and Soundness Guidelines

Banking regulatory agencies have adopted guidelines to assist in identifying and addressing potential safety
and soundness concerns before capital becomes impaired. The guidelines establish operational and managerial
standards generally relating to: (1) internal controls, information systems, and internal audit systems; (2) loan
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documentation; (3) credit underwriting; (4) interest-rate exposure; (5) asset growth and asset quality; and
(6) compensation, fees, and benefits. In addition, the banking regulatory agencies have adopted safety and
soundness guidelines for asset quality and for evaluating and monitoring earnings to ensure that earnings are
sufficient for the maintenance of adequate capital and reserves.

Premiums for Deposit Insurance

The FDIC merged the Bank Insurance Fund and the Savings Association Insurance Fund to form the
Deposit Insurance Fund (“DIF”) in 2006. Through the DIF, the FDIC insures the Bank’s customer deposits up to
prescribed limits for each depositor. The Bank is a member of the DIF.

The FDIC has established a system for setting deposit insurance premiums based upon the risks a particular
bank poses to the insurance fund. The FDIC has established a risk-based system assessment system to determine
the deposit insurance assessment to be paid by insured depository institutions based upon capital levels and
supervisory ratings assigned by the Bank’s primary federal regulator, and other risk measures. Assessment rates
for the insurance of DIF deposits in 2007 ranged between a minimum of 5 cents for well-managed, well-
capitalized banks to a maximum of 43 cents for institutions- posing the most risk to the DIF, per $100 in
assessable deposits. Institutions in Risk Category [ were charged a rate between 5 and 7 cents. The FDIC may
increase or decrease the assessment rate schedule quarterly. As of December 31, 2007, the Bank’s assessment
rate was between 5 and 7 cents per $100 in assessable deposits. We received a one-time credit from the FDIC to
offset assessments in 2007.

In addition, all federally insured institutions are required to pay assessments to the FDIC at an annual rate of
insured deposits to fund interest payments on bonds issued by the Financing Corporation, an agency of the
federal government established to recapitalize the predecessor to the Savings Association Insurance Fund. The
assessment rate relating to these bonds effective for 2007 was between 1.14 and 1.22 basis points of assessable
deposits. These assessments cannot be offset with any one time credits and are expected to continue until the
Financing Corporation bonds mature by 2019,

USA Patrior Act of 2001

As part of the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and
Obstruct Terrorism Act of 2001 (“USA Patriot Act”), Congress adopted the International Money Laundering
Abatement and Financial Anti-Terrorism Act of 2001 (“IMLAFATA™). IMLAFATA amended the Bank Secrecy
Act (“BSA”) and adopted certain additional measures that established or increased existing obligations of
financial institutions; including the Bank, to identify their customers, monitor and report suspicious transactions,
respond to requests for information by federal banking regulatory authorities and law enforcement agencies, and,
at the option of the Bank, share information with other financial institutions. The U.S. Secretary of the Treasury
has adopted several regulations to implement these provisions. Pursuant to these regulations, the Bank is required
to implement appropriate policies and procedures relating to - anti-money laundering matters, including
compliance with applicable regulations, suspicious activities, currency transaction reporting and customer due
diligence. Qur BSA compliance program is subject to federal regulatory review.

Consumer Protection Laws and Regulations

The Bank is subject to many federal consumer protection statutes and regulations, such as the Community
Reinvestment Act, the Equal Credit Opportunity Act, the Truth in Lending Act, the National Flood Insurance Act
and various federal and state privacy protection laws. Penalties for violating these laws could subject the Bank to
lawsuits and could also result in administrative penalties, including, fines and reimbursements. The Bank and
SVB Financial are also subject to federal and state laws prohibiting unfair or fraudulent business practices,
untrue or misleading advertising and unfair competition. S

'
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In recent years, examination and enforcement by the state and federal banking agencies for non-compliance
with consumer protection laws and their implementing regulations have become more intense. Due to these
heightened regulatory concerns, the Bank may incur additional compliance costs or be required to expend
additional funds for investments in its local community.

Sarbanes-Oxiey Act of 2002

We are subject to the Sarbanes-Oxley Act of 2002 (“Sarbanes-Oxley”), which implemented a broad range of
corporate governance and accounting measures, generally to increase corporate responsibility, provide for
enhanced penalties for accounting and auditing improprieties at publicly-traded companies, and protect investors
by improving the accuracy and reliability of disclosures under federal securities laws, Under Sarbanes-Oxley, we
are required to file periodic reports with the SEC under the Securities and Exchange Act of 1934, Among other
things, Sarbanes-Oxley and/or its implementing regulations have established new membership requirements and
additional responsibilities for our audit committee, imposed restrictions on the relationship between us and our
outside auditors, imposed additional responsibilities for our external financial statements on our chief executive
officer and chief financia! officer, expanded the disclosure requirements for our corporate insiders, and required
our management to evaluate our disclosure controls and procedures and our intenal contro! over financial
reporting. The Nasdaq Stock Market, Inc. has also imposed corporate governance requirements as well.

Regulation of Certain Subsidiaries

Our subsidiaries that are registered as broker-dealers, such as SVB Securities, are subject to regulation by
the SEC and FINRA. SVB Asset Management, our investment advisor subsidiary, is registered with the SEC
under the Investment Advisers Act of 1940, as amended, and is subject to its rules and regulations.

Our broker-dealer subsidiaries are subject to Rule 15¢3-1 under the Securities Exchange Act of 1934, as
amended, which is designed to measure the general financial condition and liquidity of a broker-dealer. Under
this rule, our broker-dealer subsidiaries are required to maintain the minimum net capital deemed necessary o
meet their continuing commitments to customers and others. Under certain circumstances, this rule could limit
the ability of the Bank to withdraw capital from SVB Securities.

Additionally, our foreign-based subsidiaries are also subject to foreign laws and regulations, such as those
promulgated by the Financial Services Authority in the United Kingdom and the Reserve Bank of India.

Available Information

We make available free of charge through our Internet website, hitp://www.svb.com, our annual report on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed
or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as soon as reasonably practicable after such
material is electronically filed with or furnished to the SEC. The contents of our website are not incorporated
herein by reference and the website address provided is intended to be an inactive textual reference only.
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ITEM 1A. RISK FACTORS

Our business faces significant risks, including credit, market/liquidity, operational, legal/regulatory and
strategic/reputation risks. The factors described below may not be the only risks we face and are not intended to
serve as @ comprehensive listing or be applicable only to the category of risk under which they are disclosed. The
risks described below are generally applicable to more than one of the following categories of risks. Additional
risks that we do not yet know of or that we currently think are immaterial may also impair our business
operations. If any of the events or circumstances described in the following factors actually occurs, our business,
financial condition and/or results of operations could suffer.

Credit Ri;ks

If our clients fail to perform under their loans, our business, profitability and financial condition could be
adversely affected.

As a lender, we face the risk that our client borrowers will fail to pay their loans when due. If borrower
defaults cause large aggregate losses, it could have a material adverse effect on our business, profitability and
financial condition. We reserve for such losses by establishing an allowance for loan losses, which results in a
charge to our earnings. We have established an evaluation process designed to determine the adequacy of our
allowance for loan losses. While this evaluation process uses historical and other objective information, the
classification of loans and the forecasts and establishment of loan losses are dependent to a great extent on our
subjective assessment based upon our experience and judgment. There can be no assurance that our allowance for
loan losses will be sufficient to absorb future loan losses or prevent a material adverse effect on our business,
profitability and financial condition.

Because of the credit profile of our loan portfolio, our levels of nonperforming assets and charge-offs can
be velatile. We may need to make material provisions for loan losses in any period, which could reduce net
income or increase net losses in that period.

Our loan portfolio has a credit profile different from that of most other banking companies. Many of our
loans are made to companies in the early stages of development with negative cash flows and no established
record of profitable operations. In many cases, repayment of the loan is dependent upon receipt of additional
equity financing from venture capitalists or others. Collateral for many of our loans often includes intellectual
property, which is difficult to value and may not be readily salable in the case of default. Because of the intense
competition and rapid technological change that characterizes the companies in our technology and life sciences
industry sectors, a borrower’s financial position can deteriorate rapidly. Additionally, we are increasing our
lending to larger private equity firms and corporate technology clients, including some companies with greater
levels of debt relative to their equity, and have increased the average size of our loans over time. These changes
could affect the risk of borrower default and increase the impact on us of any single borrower default. For all of
these reasons, our level of nonperforming loans, loan charge-offs and additional allowance for loan losses can be
volatile and can vary materially from period to period. Increases in our level of nonperforming loans may require
us to increase our provision for loan losses in any period, which could reduce our net income or cause net losses
in that period. Additionally, such increases in our level of nonperforming loans may also have an adverse effect
on our credit ratings and market perceptions of us.

Market/Liquidity Risks

Our current level of interest rate spread may decline in the future. Any material reduction in our interest
rate spread could have a material adverse effect on our business, profitability and finrancial condition.

A major portion of our net income comes from our interest rate spread, which is the difference between the
interest rates paid by us on amounts used to fund assets and the interest rates and fees we receive on our interest-
earning assets. We fund assets using deposits and other borrowings. While we offer some interest-bearing deposit
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products, most of our deposit products are non-interest bearing. Our interest-carning assets include loans
extended to our clients and securities held in our investment portfolio.

Changes in interest rates impact our interest rate spread. Increases in market interest rates will likely cause
our interest rate spread to increase. Conversely, if interest rates decline, our interest rate spread will likely
decline. Recent decreases in market interest rates have caused our interest rate spread to decline, which reduces
our net income. Unexpected interest rate declines may also adversely affect our business forecasts and
expectations. Interest rates are highly sensitive to many factors beyond our control, such as inflation, recession,
global economic disruptions, unemployment and the fiscal and monetary policies of the federal government and
its agencies.

In addition to general changes in the level of interest rates, increases in the interest rates we pay on amounts
used to fund assets or decreases in the interest rates we receive on our interest-earning assets could affect our
interest rate spread. For example, since 2006 we have funded our loan growth primarily through short- and long-
term borrowings. These funds carry meaningfully higher interest rate costs than our current deposit base. If we
significantly increase the amount of our assets that we fund through borrowings rather than deposits, our interest
rate spread will likely decline. Similarly, if we significantly increase the amount of our assets that we fund
through interest-bearing deposits, or increase the rates we pay on those deposits, our interest rate spread likely
would decline. Interest rates paid by us could be affected by competitive, legislative or other developments. For
example, in 2007 we introduced two new interest-bearing deposit products, intended to enhance our deposit
levels to support our loan growth, and in the future, we may introduce additional interest-bearing deposit
products. In addition, Congress has for many years debated repealing a law that prohibits banks from paying
interest rates on checking accounts. If this law were to be repealed, we would be subject to competitive pressure
to pay interest on our clients’ checking accounts.

The interest rates we receive on our interest-earning assets could be affected by a variety of factors,
including market interest rates, competition, a change over time in the mix of loans comprising our loan portfolio
and the mix of loans and investment securities on our balance sheet. Any material reduction in our interest rate
spread could have a material adverse effect on our business, profitability and financial condition.

Our business is dependent upon access to funds on attractive terms. Consequently, a reduction in our
credit ratings could adversely affect our business, profitability and financial condition.

We derive our net interest income through lending or investing capital on terms that provide returns in
excess of our costs for obtaining that capital. As a result, our credit ratings are important to our business. A
reduction in our credit ratings could adversely affect our liquidity and competitive position, increase our
borrowing costs or increase the interest rates we pay on deposits. Further, our credit ratings and the terms upon
which we have access to capital may be influenced by circumstances beyond our control, such as overall trends
in the general market environment, perceptions about our creditworthiness or market conditions in the industries
in which we focus.

Equity warrant asset, private equity fund and direct equity investment portfolio gains or losses depend
upon the performance of the portfolio investments and the general condition of the public equity markets,
which are uncertain and may vary materially by period.

We historically have obtained rights to acquire stock, in the form of equity warrant assets, in certain clients
as part of negotiated credit facilities and for other services. We also have made investments in private equity
funds as well as direct equity investments in companies. The timing and amount of income, if any, from the
disposition of equity warrant assets, securities obtained through the exercise of equity warrant assets, private
equity funds and direct equity investments, as well as the fair market value of these rights and investments,
typically depend upon factors beyond our control, including the performance of the underlying portfolio
companies, investor demand for initial public offerings (“IPOs™), fluctuations in the market prices of the
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underlying common stock of these companies, levels of merger and acquisition activity and legal and contractual
restrictions on our ability to sell securities and investments. In future periods, we may not be able to continue to
obtain equity warrant assets to the same extent we historically have achieved, we may not realize gains from the
exercise of equity warrant assets, the gains realized upon the sale of the securities obtained through the exercise
of equity warrant assets and the gains realized upon the sale of our fund or direct equity investments may be
materially less than the current fair value of equity warrant assets reflected in our financial statements, or the fair
market value of some or all of these equity warrant assets could decline. Each of these developments could have
a material adverse effect on our profitability and financial condition. All of these factors are difficult to predict.
Due to the nature of investing and holding equity warrant assets in private equily venture-backed technology and
life science companies, it is likely that investrments within our portfolio will become impaired. However, we are
not in a position to know at the present time which specific investments, if any, are likely to become impaired or
the extent or timing of individual impairments. Therefore, we cannot predict future investment gains or losses
with any degree of accuracy, and any gains or losses are likely to vary materially from period to period.

Public equity offerings and mergers and acquisitions involving our clients can cause loans to be paid off
early, which could adversely affect our business, profitability and financial condition.

While an active market for public equity offerings and mergers and acquisitions generally has positive
implications for our business, one negative consequence is that our clients may pay off or reduce their loans with
us if they complete a public equity offering, are acquired by or merge with another entity or otherwise receive a
significant equity investment. Any significant reduction in our outstanding loans could have a material adverse
effect on our business, profitability and financial condition.

Operational Risks

If we fail to retain our key employees or recruit new employees, our growth and profitability could be
adversely affected.

We rely on key personnel, including a substantial number of employees who have technical expertise in their
subject matter area and a strong network of relationships with individuals and institutions in the markets we serve. If
we were to have less success in recruiting and retaining these employees than our competitors, our growth and
profitability could be adversely affected. We believe that our employees frequently have opportunities for
alternative employment with other organizations, including competing financial institutions and our clients.

Changes to our employee compensation structure could adversely affect our results of operations and cash
flows, as well as our ability to attract, recruit and retain certain key employees.

In May 2006, in an effort to align our option grant rate to that of other financial institutions similar to us, we
committed to restrict the total number of shares of our common stock issued under stock options, restricted stock
awards, restricted stock unit awards, stock bonus awards and any other equity awards granted during a fiscal year as
a percentage of the total number of shares outstanding on a prospective basis. We may in the future consider taking
other actions to modify employee compensation structures, such as granting cash compensation or other forms of
equity compensation. Our decision to reduce the number of option shares to be granted on a prospective basis, and
any other future changes we may adopt in our employee compensation structures, could adversely affect our results
of operations and cash flows, as well as our ability to attract, recruit and retain certain key employees.

The occurrence of breaches of security in our online banking services could have a material adverse effect
on our business, financial condition and results of operations.

We offer various internet-based services to our clients, including online banking services. The secure
transmission of confidential information and execution of transactions over the Internet is essential to protect us
and our clients against fraud and to maintain our clients’ confidence in our online services. Increases in criminal
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activity levels, advances in computer capabilities, new discoveries or other developments could result in a
compromise or breach of the technology, processes and controls we use to prevent fraudulent transactions and 10
protect client transaction data, as well as the technology used by our clients to access our systems. Although we
have developed systems and processes that are designed to prevent security breaches and periodically test our
security, failure to mitigate breaches of security could result in losses to us or our clients, result in a loss of
business and/or clients, cause us to incur additional expenses, affect our ability to grow our online services
business, subject us to additional regulatory scrutiny, or expose us to civil litigation and possible financial
liability, any of which could have a material adverse effect on our business, financial condition and results of
operations. More generally, publicized security problems could inhibit the growth of the Internet as a means of
conducting commercial transactions. Our ability to provide financial services over the Internet would be severely
impeded if clients became unwilling to transmit confidential information online, As a result, our business,
financial condition and results of operations could be adversely affected.

Business disruptions and interruptions due to natural disasters and ‘other external events beyond our
control can adversely affect our business, financial condition and results of operations.

Our operations can be subject to natural disasters and other external events beyond our control, such as
earthquakes, fires, severe weather, public health issues, power failures, telecommunication loss, major accidents,
terrorist attacks, acts of war, and other natural and man-made events. Our corporate headquarters and a portion of
our critical business offices are located in California near major earthquake faults. Such events of disaster,
whether natural or attributable to human beings, could cause severe destruction, disruption or interruption to our
operations or property. Financial institutions, such as us, generally must resurme operations promptly following
any interruption. If we were to suffer a disruption or interruption and were not able to resume normal operations
within a period consistent with industry standards, our business could suffer serious harm. In addition, depending
on the nature and duration of the disruption or interruption, we might be vulnerable to fraud, additional expense
or other losses, or to a loss of business and/or clients. We are in the process of implementing our business
continuity program, which is a multi-year effort. We began implementing during 2003, but it has not yet been
completed. There is no assurance that our business continuity program can adequately mitigate the risks of such
business disruptions and interruptions.

Additionally, natural disasters and external events could affect the business and operations of our clients,
which could impair their ability to pay their loans or fees when due, impair the value of collateral securing their
loans, cause our clients to reduce their deposits with us, or otherwise adversely affect their business dealings with
us, any of which could have a material adverse effect on our business, financial condition and results of
operations.

We face reputation and business risks due to our interactions with business partners, service providers
and other third parties.

We rely on third parties in a variety of ways, including to provide key components of our business
infrastructure or to further our business objectives. These third parties may provide services to us and our clients
or serve as partners in business activities. We rely on these third parties to fulfill their obligations to us, to
accurately inform us of relevant information and to conduct their activities professionally and in a manner that
reflects positively on us. Any failure of our business partners, service providers or other third parties to meet their
commitments to us or to perform in accordance with our expectations could harm our business and operations,
financial performance, strategic growth or reputation.

We face risks associated with the ability of our information technology systems and our processes to
support our operations and future growth effectively.

‘In order to serve our target clients effectively, we have developed a comprehensive array of banking and
other products and services. In order to support these products and services, we have developed and purchased or
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licensed information technology and other systems and processes. As our business continues to grow, we will
continue to invest in these systems and processes. These investments may affect our future profitability. In
addition, there can be no assurance that we will be able to effectively and timely improve our systems and
processes to meet our business needs efficiently, whether by improving existing systems and processes or adding
or transitioning to new systems and processes. Any interruption, failure or security breach in our information
techntology systems or processes, or any failure to effectively and timely improve these systems and processes to
meet our business needs, could adversely affect our operations, financial condition, results of operations, future
growth and reputation.

‘We depend on the accuracy and completeness of information about customers and counterparties.

In deciding whether to extend credit or enter into other transactions with customers and counterparties, we
may rely on information furnished to us by or on behalf of customers and counterparties, including financial
statements and other financial information. We also may rely on representations of customers and counterparties
as to the accuracy and completeness of that information and, with respect to financial statements, on reports of
independent auditors. For example, in deciding whether to extend credit, we may assume that a customer’s
audited financial statements conform to UU.S. generally accepted accounting principles (“GAAP”) and present
fairly, in all material respects, the financial condition, results of operations and cash flows of the customer. We
also may rely on the audit report covering those financial statements. Qur financial condition and results of
operations could be negatively affected if we rely on financial statements or other information that do not comply
with GAAP or that are maierially misleading or inaccurate.

Qur accounting policies and methods are key to how we report our financial condition and results of
operations. They may require management to make estimates about matters that are uncertain.

QOur accounting policies and methods are fundamental to how we record and report our financiai condition
and results of operations. Qur management must exercise judgment in selecting and applying many of these
accounting policies and methods so they comply with GAAP and reflect management’s judgment of the most
appropriate manner to report our financial condition and results. In some cases, management must select the
accounting policy or method to apply from two or more alternatives, any of which might be reasonable under the
circumstances yet might result in our reporting materially different amounts than would have been reported under
a different aiternative.

Changes in accounting standards could materially impact our financial statements.

From time to time, FASB or the SEC may change the financial accounting and reporting standards that
govern the preparation of our financial statements. In addition, the bodies that interpret the accounting standards
(such as banking regulaters or outside auditors) may change their interpretations or positions cn how these
standards should be applied. These changes may be beyond our control, can be hard to predict and can materially
impact how we tecord and report our financial condition and results of operations. In some cases, we could be
required to apply a new or revised standard retroactively, or apply an existing standard differently, also
retroactively, in each case resulting in our restating prior period financial statements.

If we fail to mainiain an effective system of internal control over financial reporting, we may not be able to
accurately report our financial results. As a result, current and potential stockholders could lose
confidence in our financial reporting, which would harm our business and the trading price of our stock.

1f we identify material weaknesses in our internal control over financial reporting or are otherwise required
to restate our financial statements, we could be required to implement expensive and time-consuming remedial
measures and could lose investor confidence in the accuracy and completeness of our financial reports. This
could have an adverse effect on our business, financial condition and results of operations, including our stock
price, and could potentially subject us to litigation.
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Legal/Regulatory Risks

We are subject to extensive regulation that could limit or restrict our activities and impose financial
requirements or limitations on the conduct of our business.

SVB Financial Group, including the Bank, is extensively regulated under federal and state laws governing
financial institutions. Federal and state laws and regulations govem, limit or otherwise affect the activities in
which we may engage and may affect our ability to expand our business over time. In addition, a change in the
applicable statutes, regulations or regulatory policy could have a material effect on our business, including
limiting the types of financial services and products we may offer or increasing the ability of nonbanks to offer
competing financial services and products. These laws and regulations also require financial institutions,
including SVB Financial and the Bank, to maintain certain minimum levels of capital, which may affect our
ability to use our capital for other business purposes. In addition, increased regulatory requirements, whether due
to the adoption of new laws and regulations, changes in existing laws and regulations, or more expansive or
aggressive interpretations of existing laws and regulations, may have a material adverse effect on our business,
financial condition and profitability. '

If we were to violate federal or state laws or regulations governing financial institutions, we could be
subject to disciplinary action that could have a material adverse effect on our business, financial condition,
profitability and reputation,

Federal and state banking regulators possess broad powers to take supervisory or enforcement action with
respect to financial institutions. Other regulatory bodies, including the SEC, FINRA and state securities
regulators, regulate broker-dealers, including our subsidiaries SVB Alliant and SVB Securities. If SVB Financial
Group were to violate, even if unintentionally or inadvertently, the laws governing financial institutions and
broker-dealers, the regulatory authorities could take various actions against us, depending on the severity of the
violation, such as revoking necessary licenses or authorizations, imposing censures, civil money penalties or
fines, issuing cease and desist or other supervisory orders, and suspending or expelling from the securities
business a firm, its officers or employees. Supervisory actions could result in higher capital requirements, higher
insurance premiums and limitations on the activities of SVB Financial Group. These remedies and supervisory
actions could have a material adverse effect on our business, financial condition, profitability and reputation.

SVB Financial relies on dividends from its subsidiaries for most of its cash revenues.

SVB Financial is a separate and distinct legal entity from its subsidiaries. It receives substantially all of its
cash revenues from dividends from its subsidiaries, primarily the Bank. These dividends are the principal source
of funds to pay operating costs, borrowings, if any, and, should SVB Financial elect to pay dividends. Various
federal and state laws and regulations limit the amount of dividends that our bank and certain of our nonbank
subsidiaries may pay to SVB Financial. Also, SVB Financial's right to participate in a distribution of assets upon
a subsidiary’s liquidation or reorganization is subject to the prior claims of the subsidiary’s creditors.

Strategic/Reputation Risks

Adverse changes in domestic or global economic conditions, especially in the technology sector, could have
a material adverse effect on.our business, growth and profitability. ,

If conditions deteriorate in the domestic or global economy, especially in the technolog)'(, life science,
private equity and premium wine industry niches, our business, growth and profitability may be materially
adversely affected. A global, U.S. or significant regional economic slowdown or recession could harm us by
adversely affecting our clients” and prospective clients’ access to capital to fund their businesses, their ability to
sustain and grow their businesses, the level of funds they have available to maintain deposits, their demand for
loans, their ability to repay loans and otherwise.

21




Decreases in the amount of equity capital available to start-up and emerging-growth companies could
adversely affect our business, growth and profitability.

Historically, our strategy has focused on providing banking products and services to emerging-growth
companies receiving financial support from sophisticated investors, including venture capitalists, “angels,” and
corporate investors. We derive a meaningful share of our deposits from these emerging growth companies and
provide them with loans as well as other banking products and services. In some cases, our lending credit
decision ts based on our analysis of the likelihood that our venture capital or angel-backed client will receive a
second or third round of equity capital from investors. If the amount of capital available to such companies
decreases, it is likely that the number of new clients and investor financial support to our existing borrowers
could decrease, which could have an adverse effect on our business, profitability and growth prospects.

Among the factors that have affected and could in the future affect the amount of capital available to startup
and emerging-growth companies are the receptivity of the capital markets IPOs or mergers and acquisitions of
companies within our technology and life science industry sectors, the availability and return on altenative
investments and general economic conditions in the technology and life science industries. Reduced capital
markets valuations could reduce the amount of capital available to startup and emerging-growth companies,
including companies within our technology and life science industry sectors. Additionally, such reduced
valuations may decrease the value of our investment portfolio, in which we hold direct equity investments and
warrants in these companies, as well as investments in funds that invest in these companies, which could have an
adverse effect on our financial condition and results of operations.

We face competitive pressures that could adversely affect our business, profitability, financial condition
and future growth.

Other banks and specialty and diversified financial services companies and debt funds, many of which are
larger than we are, offer lending, leasing, other financial products and advisory services to our client base. In
addition, we compete with hedge funds and private equity funds, which currently have very significant amounts
of capital available to invest and lend. In some cases, our competitors focus their marketing on our industry
sectors and seek to increase their lending and other financial relationships with technology companies, early
stage growth companies or special industries such as wineries. In other cases, our competitors may offer a
broader range of financial products to our clients. When new competitors seek to enter one of our markets, or
when existing market participants seek to increase their market share, they sometimes undercut the pricing and
credit terms prevalent in that market, which could adversely affect our market share or ability to exploit new
market opportunities. Our pricing and credit terms could deteriorate if we act to meet these competitive
challenges, which could adversely affect our business, profitability, financial condition and future growth.
Similarly, competitive pressures could adversely affect the business, profitability, financial condition and future
growth of our non-banking services, including our access to capital and attractive investment opportunities for
our funds business and our ability to secure attractive engagements in our investment banking business.

Our ability to maintain or increase our market share depends on our ability to meet the needs of existing
and future clients.

Our success depends, in part, upon our ability to adapt our products and services to evolving industry
standards and 10 meet the needs of existing and potential future clients. A failure to achieve markel acceptance of
any new products we introduce, a failure to introduce products that the market may demand, or the costs
associated with developing, introducing and providing new products and services could have an adverse effect on
our business, profitability and growth prospects.

We face risks in connection with our strategic undertakings.

If appropriate opportunities present themselves, we may engage in strategic activities, which could include
acquisitions, joint ventures, partnerships, investments or other business growth initiatives or undertakings. There

22




can be no assurance that we will successfully identify appropriate opportunities, that we will be able to negotiate
or finance such activities or that such activities, if undertaken, will be successful,

In order to finance future strategic undertakings, we might obtain additional equity or debt financing. Such
financing might not be available on terms favorable to us, or at all. If obtained, equity financing could be dilutive
and the incurrence of debt and contingent liabilities could have a material adverse effect on our business, results
of operations and financial condition.

Our ability to execute strategic activities successfully will depend on a vanety of factors. These factors
likely will vary based on the nature of the activity but may include our success in integrating the operations,
services, products, personnel and systems of an acquired company into our business, operating effectively with
any partner with whom we elect to do business, retaining key employees, achieving anticipated synergies,
meeting management’s expectations and otherwise realizing the undertaking’s anticipated benefits. Our ability to
address these matters successfully cannot be assured. In addition, our strategic efforts may divert resources or
management’s attention from ongoing business operations and may subject us to additional regulatory scrutiny.
If we do not successfully execute a strategic undertaking, it could adversely affect our business, financial
condition, results of operations, reputation and growth prospects. In addition, if we were to conclude that the
value of an acquired business had decreased and that the related goodwill had been impaired, that éonclqsién
would result in an impairment of goodwill charge to us, which would adversely affect our results of operations.

We face risks associated with international operations.

One component of our strategy is to expand internationally. To date, we have opened offices in China, India,
Israel and the United Kingdom. We plan to expand our operations in those locations and may expand beyond
these countries. Our efforts to expand our business internationally carrics with it certain risks, including risks
arising from the uncertainty regarding our ability to generate revenues from foreign operations. In addition, there
are certain risks inherent in doing business on an international basis, including, among others, legal, regulatory
and 1ax requirements and restrictions, uncertainties regarding liability, tariffs and other trade barriers, difficulties
in staffing and managing foreign operations, differing technology standards or customer requirements, political
and economic risks and financial risks, including currency and payment risks. These risks could adversely affect
the success of our international operations and could have a material adverse effect on our overall business,
results of operation and financial condition. In addition, we face risks that our employees may fail to comply with
applicable laws and regulations governing our international operations, including the U.S. Foreign Corrupt
Practices Act and foreign laws and regulations, which could have a material adverse effect on us.

Our business reputation is important and any damage to it could have a material adverse effect on our
business.

Our reputation is very important to sustain our business, as we rely on our relationships with our current,
former and potential clients and stockholders, the private equity community and the industries that we serve. Any
damage to our reputation, whether arising from regulatory, supervisory or enforcement actions, matters affecting
our financial i’eporting or compliance with SEC and exchange listing requirements, negative publicity, or our
conduct of our business or otherwise could have a material adverse effect on our business.

Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

Our corporate headquarters facility consists of three buildings and is located at 3003 Tasman Drive, Santa
Clara, California. The total square footage of the premises leased under the current lease arrangement is
approximately 213,625 square feet. The lease will expire on September 30, 2014, unless terminated earlier.
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We currently operate 27 regional offices, including an administrative office, in the United States and five
offices outside the United States. We operate throughout the Silicon Valley with two offices in Santa Clara, an
office in Menlo Park, and two offices in Palo Alto. Other regional offices in California include Irvine, Woodland
Hills, San Diego, San Francisco, St. Helena, Santa Rosa, and Pleasanton. Office locations outside of California
within the United States include: Tempe, Arizona; Broomfield, Colorado; Atlanta, Georgia; Chicago, Illinois;
Newton, Massachusetts; Minnetonka, Minnesota; New York, New York; Chapel Hill, North Carolina; Beaverton,
Oregon; Randor, Pennsylvania; Austin, Texas; Dallas, Texas; Salt Lake City, Utah; Vienna, Virginia; and
Seattle, Washington. Our five foreign offices are located in: Shanghai, China; Bangalore and Mumbai, India;
Hertzelia Pituach, Israel; and London, England. All of our properties are occupied under leases, which expire at
various dates through 2014, and in most instances include options to renew or extend at market rates and terms.
We also own leasehold improvements, equipment, furniture, and fixtures at our ofﬁces, all of which are used in
our business activities. '

Our Commercial Banking operanons are principally conducted out of our corporate headquarters in Sania
Clara, and the lending teams operate out of the various regional offices. SVB Capital principally operates out of
our office in Palo Alto. Our other businesses operate out of various offices, including SVB Private Client
Services in our Santa Clara office, SVB Global in Palo Alto and our international local offices, and SVB
Analytics in San Francisco. Pridr to our announcement of the cessation of operations at SVB Alliant in July
2007, SVB Alliant operated out of an office in Palo Alto,

We believe that our properties are in good condition and suitable for the conduct of our business. '
Item 3. Legal Proceedings

On October 4, 2007, a consolidated class action was filed in the United States District Court for the Central
District of California, purportedly on behalf of a class of investors who purchased the common stock of Vitesse
Semiconductor Corporation (“Vitesse”). The complaint asserted claims under Sections 10(b) and 20{a) of the
Securities Exchange Act of 1934, as amended, against Vitesse, the Bank and other named defendants in
connection with alleged fraudulent recognition of revenue by Vitesse, specifically with respect to sales of certain
accounts receivable to the Bank. The relief sought under the complaint included rescission of the Vitesse shares
held by plaintiffs and other class members ‘'or the appropriate measure of damages, as well as préjudgment and
posi-judgment interest and certain fees, costs and expenses On January 28, 2008, the court dismissed with
prejudice all claims against the Bank under the action.

Additionally, certain lawsuits and claims arising in the ordinary course of business have been filed or are
pending against us or our affiliates. Based upon information available to us, our review of such claims to date
and consultation with our outside legal counsel, management believes the liability relating to these actions, if
any, will not have a material adverse effect on our liquidity, consolidated financial position, and/or results of
operations. Where appropriate, as we determine, we establish reserves in accordance with SFAS No. 5,
Accounting for Contingenciés (“SFAS No. 57). The oatcome of litigation and other legal and regulatory matters
is inherently uncertain, however, and it is possible that one or more of the legal or regulatory matters currently
pending or threatened could have a material adverse effect on our liquidity, consolidated financial position, andf
or results of operation.

Item 4. Submission of Matters to a Vote of Security Holders

None.
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PART 11

Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases
of Equity Securities

Market Information
Our common stock is traded on the NASDAQ Global Select Market under the symbol SIVB. The per share

range of high and low sale prices for our common stock as reported on the NASDAQ Global Select Market, for
each full quarterly period over the years ended December 31, 2007 and 2006, was as follows:

2007 2006
Three Months Ended: Low High Low High
March 31 oo e e e $46.21 .$50.25 $45.70 $53.46
June 30 . e e e 47.63 5413 4418 54.52
September 30 . ... ... 4637 5465 44.05 46.60
December 3l . . i e e e $46.61 $52.74 34391 $48.60

Holders

There were 958 registered holders of our stock as of January 31, 2008. Additionally, we believe there were
approximately 43,934 beneficial holders of common stock whose shares were held in the name of brokerage
firms or other financial institutions. We are not provided with the number or identities of all of these
stockholders, but we have estimated the number of such stockholders from the number of stockholder documents
requested by these brokerage firms for distribution to their customers.

Dividends

We have not paid cash dividends on our common stock since 1992, Currently, we have no plans to pay cash
dividends on our common stock. Our Board of Directors may periodically evaluate whether to pay cash
dividends, taking into consideration such factors as it considers relevant, including our current and projected
financial performance, our projected sources and uses of capital, general economic conditions, considerations
relating to our current and potential stockholder base, and relevant tax laws. Our ability to pay cash dividends is
limited by generally applicable corporate and banking laws and regulations. See “Business-Supervision and
Regulation—Restrictions on Dividends” under Part 1, Item 1 of this report and Note 21 (Regulatory Matters) of
the “Notes to the Consolidated Financial Statements” under Part II, Item 8 in this report for additional discussion
on restrictions and limitations on the payment of dividends imposed on us by government regulations.

Securities Authorized for Issuance Under Equity Compensation Plans

The information required by this Item regarding equity compensation plans is incorporated by reference to
the information set forth in Item 12 of this Annual Report on Form 10-K.
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Stock Repurchases

The following table presents stock repurchases by month during the fourth quarter of 2007:

Total Number of
Shares Purchased as  Maximum Approximate
Average Price  Part of Publicly Dollar Value of Shares that
Total Number of Paid per  Announced Plans or May Yet Be Purchased Under

Period Shares Purchased Share Programs (1) the Plans or Programs (1)
October 1, 2007 — October 31,2007 ...... 303,969 $49.04 303,969 $184,266,350
November 1, 2007 — November 30, 2007 .. 315,800 49.80 315,800 168,540,621
December 1, 2007 - December 31, 2007 . .. 368.585 50.98 368,585 $149,749.798
Total L e, 988,354 $50.00 988,354

(1) On Iuly 26, 2007, our Board of Directors approved a stock repurchase program authorizing us to purchase
up to $250.0 million of our common stock. This program replaced all stock repurchase programs previously
in place. During 2007, we repurchased 2.9 million shares of our common stock totaling $146.8 million
under the current stock repurchase program and the previous program. At December 31, 2007, $149.7
million of shares remained authorized for repurchase under our stock repurchase program.

Recent Sales of Unregistered Securities

None.
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Performance Graph

The following information is not deemed to be “soliciting material” or “filed” with the SEC or subject 10
the liabilities of Section 18 of the Exchange Act, and the report shall not be deemed to be incorporated by
reference into any prior or subsequent filing by the Company under the Securities Act or the Exchange Act.

The following graph compares',, for the period from December 31, 2002 through December 31, 2007, the
cumulative total stockholder return on the common stock of the Company with (i) the cumulative total return of
the Standard and Poor’s 500 (“S&P 500™) Index, (ii) the curnulative total return of the Nasdaq Composite index,
and (iii) the cumulative total return of the Nasdaq Bank Index. The graph assumes an initial investment of $100
and reinvestment of dividends. The graph is not necessarily indicative of future stock price performance.

" Comparison of 5§ Year Cumulative Total Return*®

Among SVB Financial Group, the S&P 500 Index,
the NASDAQ Stock Market-US Index, and the NASDAQ Bank Index
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* $100 invested on 12/31/02 in stock or index-including reinvestment of dividends
Fiscal year ending December 31,

Copyright ©2007, Standard & Poor’s, a division of The McGraw-Hill Companies, Inc. All rights reserved.

December 31,
2002 2003 2004 2005 2006 2007
SVB Financial Group ............. .. 0o, 100.00 197.64 245.59 256.66 25545 276.16
S&P 500 ... e 100.00 12868 142.69 14970 17334 182.87
NASDAQComposite ............ccoiiviiiiinnnnns 100.00 149.75 164.64 168.60 187.83 205.22
NASDAQBank .......... ... it 100.00 130.51 144.96 14192 15942 12580




Item 6. Selected Consolidated Financial Data

The following selected consolidated financial data should be read in conjunction with our consolidated
financial statements and supplementary data as presented in Item 8 of this Annual Report on Form 10-K.
Information as of and for the years ended December 31, 2007, 2006 and 2005 is derived from audited financial
statements presented separately herein, while information as of and for the vears ended December 31, 2004 and
2003 is derived from audited financial statements not presented separately within.

¥

' Year ended December 31,
(Dollars in thousands, except per share amounts and ratios) 2007 2006 2005 2004 2003
Income Statement Summary: ot
Net INETESLANCOIMIE .« .\ ottt et e e et e et e e et e et e s ae e e $ 380,933 § 352457 % 299293 § 229477 $ 183,138
(Provision for} recovery of loanlosses ..............ccoiinnnnnn, (16,836) (9,877) (237) 10,289 9,892
Noninterest income . ... .. e e e e e 221,384 141,206 117,495 107,774 81,303
Noninterest expense excluding impairment of goodwill ............. (329.265) (304,069  (259,860)  (239920) (201.896)
Impairment of goodwill ... ... .. .. ... (17,204) {18,434) — (1,910) (63.000)
Minority interest in net {income)iosses of consolidated affiliates . ... .. {28,596) {6,308) {3,396) (3,000) 7,689
Income before inCOME tax eXPeNsSe . .. ...t iiieiannainnenanan. 210,416 154,975 153,205 102,620 17,216
INCOME WX EXPETNSE . ...\ttt it e e e e (86,778) (65,782) (60,758) (38,754} (4,174)
Net income before cumulative effect of change in accounting ' '

PONCIPIE ..o e 123,638 89,193 92,537 63,866 13,042
Cumulative effect of change in accounting principle, netoftax ....... — 192 — — —
NetINCOME .. .ottt t e e e e ettt evnes $ 123638 3 89385 % 92537 § 63866 § 13,042
Common Share Summary:

Earnings per common share—basic, before cumulative effect of change

inaccounting principle ...... ... i $ 364 % 257 % 264 % 1.8t 3 0.36
Eamings per common share—diluted, before cumulative effect of

change in accounting principle ............. ... ..o i 3.37 2.37 240 1.70 0.35
Earnings per common share—basic ................cooiiaa,, 3.64 2,58 2.64 1.81 0.36
Eamings per common share—diluted . .. ................ . ... L 3.37 2.38 2.40 1.70 0.35
Bookvaluepershare ... ... ... 0 i $ 2071 § 1827 % 1619 § 1507 % 13.07
Weighted average shares outstanding-basic .................... ... 33,949,654 34,680,522 35,114,574 35,215,483 36,109.404
Weighted average shares outstanding-diluted . . .................... 36,737,507 37,614,646 38,489,189 37,512,267 37,231,250
Year-End Balance Sheet Summary:

Investment Securities ... ... .. ... $ 1,602,574 $ 1,692,343 $ 2,037,270 $ 2,054,202 $ 1,519,935
Loans, netof uneamed inCome .. ... ... . i cieiii e 4,151,730 3,482,402 2,843,353 2,308,588 1,987,146
Goodwill ... . e 4,092 21,296 35,638 35,638 37,547
Total @5SEIS . ..ottt e 6,692,456 6081452 5,541,715 5145679 4468410
DepOSItS . ..o 4,611,203 4057625 42527730 4219514 3,666,841
Short-term borrowings and other long-termdebt ... ................ 242 669 836,206 279,475 9,820 17,961
Senior and subordinated notes (13 .. .. ..o oot e e 520,805 — — — —_
Contingently convertibledebt .. ....... ... ... ... o o 149,269 148,441 147,604 146,740 145,797
Junior subordinated debentures . . ... ... 52511 51,355 43,228 49,470 49118
Stockholders” equity ... ..oveier i e $ 676654 3 628,514 § 569,301 $§ 541948 $ 457,953
Average Balance Sheet Summary:

InveStMent SECUITHES .. .. .. vttt iiiiia e mmrnn i $ 1,364,461 $ 1,684,178 § 1,948,178 $ 1,753,920 § 1,125,039
Loans, net of unearned income . . ... .. .. .. it 3,522,326 2882088 2,368,362 1,951,655 1,797,990
Goodwill .. . e 12,576 27,653 35,638 37,066 91,992
Total @SSEIS . ..\ e s 6,020,117 5,387,435 5189777  4,772909 4,056,468
DePOSIS , oottt e e 3962260 3,921,857 4,166,476 3,905,408 3,277,566
Short-term borrowings and other long-termdebt ................... 472,798 418,654 77,534 16,605 40,903
Senior and subordinated notes (1) .. .oyttt i 313,148 — . — — —
Contingently convertibledebt . ... .. ... ... .. . i 148,877 148,002 147,181 146,255 73,791
Junior subordinated debentures . . .. ....... .. ..o 50,894 50,223 49,309 49,366 23,823
Trust preferred SECUrities (2} « .« oo v ne v v et e e e — — — ! — 19,193
Stockholders’ equity ... ... ... i e $ 669333 $ 589,206 § 541,426 § 495203 § 504,632
Capital Ratios:

Total risk-based capital ratio . .. ... ... o 16.02% 13.95% 14.75% 16.09% 16.83%
Tier | risk-based capitalratio ............ ... .. ... o i . 11.07 12.34 12.39 12.75 12.23
Tier 1 leverage ratio .. ... .couiu et 11.91 12.46 11.64 11.17 10.62
Average stockholders” equity to average assets .................... 11.12% 10.94% 10.43% 10.38% 12.44%
Selected Financial Results:

Return On average assels .. .o et e iie e R 2.05% 1.66% 1.78% 1.34% 0.32%
Retumn on average stockholders’equity . ........... .o an 18.47 15.17 17.09 12.90 2.58
Net interest MATEIN L ...\ eer e e e et et v e e e eaannns 7.29 7.38 6.46 5.39 5.16
Net {charge-offs) recoveries to average totalloans . ................ (0.35) (0.14) {0.04) (0.10) 0.08
Nonperforming assets as a percentage of total assets ................ 0.14 0.27 .25 0.29 0.28
Allowance for loan losses as a percentage of total gross loans ..., ..., 1.13% 1.22% 1.28% 1.62% 249%




Year ended December 31,

{Dollars in millions) 2007 2006 2005 2004 2003
QOther Data:

Client investment funds: ]

Client directed INVESIMENT ASSELS + o+ -« o v e e et v enee e atnr e rare o er e sseinirnns $13,049 $11,221 $ 8,863 $ 7,208 $7.615
Client investment assets under MANAZEMENL . . ... ...t vrrerrn o aanrenaeaiarsrars s 6,422 5166 3,857 2,678 592
Sweep money markel funds . ... ... 2721 2573 2,247 1351 L139
Total client investment FUndS . . .. oo e e e $22.192 $18,960 $14.967 $11,237 $9,346

(1) Included in our senior and subordinated notes balance are shortcut method adjustments for the corresponding hedging
interest rate swaps recorded as a component of other assets on the balance sheet.

(2) Adoption of FASB Interpretation (“FIN"} No. 46 (revised 2003), Consolidation of Variable Interest Entities (“FIN 46R”)
in December 2003 and SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of both
Liabilities and Equity (“SFAS No. 150”) in May 2003 resulted in a change of classification of trust preferred securities
distribution expense from noninterest expense to interest expense on a prospective basis. Additionally, the adoption of
FIN 46R and SFAS No. 150 resulted in a change of classification of trust preferred securities from noninterest bearing
funding sources to interest-bearing liabilities on a prospective basis. Prior to adoption of FIN 46R and SFAS No. 150, in
accordance with accounting rules in effect at that time, we recorded trust preferred securities distribution expense as
noninterest expense. On October 30, 2003, $50.0 millien in cumulative 7.0% trust preferred securities were issued
through a newly formed spectal purpose trust, SVB Capital II. We received $51.5 million in proceeds from the issuance
of 7.0% junior subordinated debentures to SVB Capital Il. A portion of the net proceeds were used to repay
$40.0 million of the 8.25% trust preferred securities. Approximately $1.3 million of deferred issuance costs related to
redemption of the $40.0 million of the 8.25% trust preferred securities were included in interest expense in the fourth
quarter of 2003,
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management’s discussion and analysis of Financial Condition and Results of Operations below contain
forward-looking statements. These statements are based on current expectations and assumptions, which are
subject to risks and uncertainties. See our cautionary language at the beginning of this Annual Report on Form
10-K. Actual results could differ materially because of various factors, including but not limited to those
discussed in Item 1A. Risk Factors.

The following discussion and analysis of financial condition and results of operations should be read in
conjunction with our consolidated financial statements and supplementary data as presented in Item 8 of this
Annual Report on Form 10-K. Certain reclassifications have been made to our prior years” results to conform to
2007 presentations. Such reclassifications had no effect on our results of operations or stockholders’ equity.

Overview of Company Operations

SVB Financial Group is a diversified financial services company, as well as a bank holding company and
financial holding company. The company was incorporated in the state of Delaware in March 1999. Through our
various subsidiaries and divisions, we offer a variety of banking and financial products and services. For 25
years, we have been dedicated to helping entrepreneurs succeed, especially in the technology, life science, private
equity and premium wine industries. We provide our clients with a diversity of products and services to support
them throughout their life cycles, regardless of their size or stage of maturity.

We offer commercial banking products and services through our principal subsidiary, the Bank, which is a
California-state chartered bank founded in 1983 and a member of the Federal Reserve System. Through its
subsidiaries, the Bank also offers brokerage, investment advisory and asset management services. We also offer
non-banking products and services, such as funds management, private equity investment and equity valuation
services, through our other subsidiaries and divisions.

Management’s Overview of 2007 Performance

Our primary or “core” business consists of providing banking products and services to our clients in the
technology, life science, private equity and premium wine industries, We believe that this core banking business
performed well during 2007, compared to 2006. We grew our earnings to $123.6 million or $3.37 per diluted
common share in 2007, compared to $89.4 million or $2.38 per diluted common share in 2006.

We believe that our strong performance in 2007 was a result of our focus on five primary objectives: 1)
growing loans to private equity and later-stage corporate technology clients, 2) maintaining credit quality at high
levels, 3) new deposit product initiatives, 4) growing noninterest income, and 5) controlling noninterest expense
growth,

We experienced strong average loan growth and continued to experience excellent credit quality. Though
average deposits grew only slightly in 2007, compared to 2006, we experienced strong growth in period-end
deposits primarily due to the introduction of two new deposit products in mid-to-late 2007.

We also had strong growth in noninterest income in 2007 driven by higher gains from investment securities
as well as gains from derivative instruments, primarily our equity warrant assets. We also had increases in our
core fee-based products, which include client investment fees, foreign exchange fees, deposit services charges
and letier of credit income. We controlled our noninterest expense growth in 2007 and improved our operating
efficiency ratio. The increase in noninterest expense in 2007 primarily related to higher compensation costs
related to our strong financial performance.
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The key highlights of our performance in 2007 and 2006 were as follows:

December 31,
(Dollars in thousands) 2007 2006 Change
Average loans, net of unearned income . ... ..o $3,522,326 $2,882,088 222 %
Average noninterest-bearing deposits ........ .. ool 2,864,153 2,785,948 2.8
Average interest-bearing deposits ............ i oaiiiiiin 1,098,107 1,135,909 (3.3)
Average total deposits .. ... .. oo $3,962.260 $3,921,857 1.0 %
Period end loans, net of unearned income . ............. ... .. $4,151,730 $3,482,402 19.2 %
Period end goodwillbafance . ....... ... 4,092 21,296 (80.8)
Period end noninterest-bearing deposits . ........ ... ..o 3,226,859 3,039,528 . 6.2
Period end interest-bearing deposits ....... ... e 1,384,344 1,018,097 36.0
Periodend total deposits ...t $4,611,203 34,057,625 13.6 %
Net INteresl iNCOME . ..ottt e et eaaaa i iiaanas $ 380,933 § 352457 8.1 %
Netinterest margin ...........oiiiiiiiirneriiin s 7.29% 7.38% {9)bps
Provision for 1oan 10SSES ... ...t i u it ie et $ 16836 $ 9877 70.5 %
Net charge-offs as a percentage of total gross loans .............. 0.29% 0.11% 18 bps
Noninterestincome (1) ..o oot i $ 221,384 $ 141,206 56.8 %
Noninterest eXpense (2) . .« ..oovi i $ 346,469 §$§ 322,503 74
Return on average stockholders’ equity ................ .. 00y 18.47% 15.17% 21.8
Refurm on average 88ets . ... ...uuvrennnen s 2.05% 1.66% 235
Operating efficiency ratio (3) ..............o e 56.46% 61.72% (8.5)
Full-time equivalent employees ............ ... ... . oot 1,128 1,140 (L.1)%

(1) Noninterest income included $35.5 million and $9.9 million attributable to minority interests for the years
ended December 31, 2007 and 2006, respectively.

(2) Noninterest expense included goodwill impairment charges of $17.2 million and $18.4 million for the years
ended December 31, 2007 and 2006, respectively. Noninterest expense also included §$10.7 million and $5.9
million attributable to minority interests for the years ended December 31, 2007 and 2006, respectively.

(3) The operating efficiency ratio is calculated by dividing noninterest expense {excluding goodwill impairment
charges of $17.2 million and $18.4 million for the years ended December 31, 2007 and 2006, respectively,
and noninterest expense attributable to minority interests of $10.7 million and $5.9 million, respectively) by
total taxable-equivalent revenue (excluding taxable-equivalent revenue attributable to minority interests of
$39.3 million and $12.2 miltion for the years ended December 31, 2007 and 2006, respectively).

Critical Accounting Policies and Estimates

Our accounting policies are fundamental to understanding our financial condition and results of operations.
We have identified six policies as being critical because they require our management to make particularly
difficult, subjective and/or complex judgments about matters that are inherently uncertain and because it is likely
that materially different amounts would be reported under different conditions or using different assumptions.
We evaluate our estimates and assumptions on an ongoing basis and we base these estimates on historical
experiences and various other factors and assumptions that are believed to be reasonable under the
circumstances. Actual results may differ materially from these estimates under different assumptions or
conditions.

Our senior management has discussed the development, selection, application and disclosure of these
critical accounting policies with the Audit Committee of our Board of Directors.
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Non-Marketable Securities

Non-marketable securities include investments in funds of funds, co-investment funds, sponsored debt funds
and direct equity investments in companies, Qur accounting for investments in non-marketable securities
depends on several factors, including our level of ownership/control and the legal structure of our subsidiary
making the investment. Based on these factors, we account for our non-marketable securitics using one of three
different methods: (i) investment company fair value accounting; (ii) equity method accounting; or (iii} cost
method accounting. The carrying value of our non-marketable securities at December 31, 2007 and 2006 was as
follows:

December 31,
(Dollars in thousands) 2007 2006
Non-marketable securities: :
Investment company fair value accounting . ..., ... .. . . ... i $255,405 $174,782
Equity method accounting . . ... . ... e 45,790 38,374
Costmethod accounting . ..... ... ... i e e 42,273 33,732

Total non-marketable SECUTIHIES . ... ..ottt e e $343.468 $246,888

Our non-marketable securities carried under investment company fair value accounting are carried at
estimated fair value at each balance sheet date based primarily on financial information obtained as the general
partner of the fund or obtained from the fund’s respective general partner. Fair value is the amount that would be
received to sell the non-marketable securities in an orderly transaction between market participants at the
measurement date. We have retained the specialized accounting of our consolidated funds pursuant to EITF Issue
No. 85-12, Retention of Specialized Accounting for Investments in Consolidation,

For direct private company investments, valuations are based upon consideration of a range of factors
including, but not limited to, the price at which the investment was acquired, the term and nature of the
investment, local market conditions, values for comparable securities, current and projected operating
performance, exit strategies and financing transactions subsequent to the acquisition of the investment. These
valuation methodologies involve a significant degree of management judgment. We consider our accounting
policy for our non-marketable securities carried under investment company fair value to be critical as estimating
the fair value of these investments requires management to make assumptions regarding future performance,
financial condition, and relevant market conditions, along with other pertinent information.

The valuation of our private equity funds is primarily based upon our pro-rata share of the fair market value
of the net assets of a private fund as determined by such private fund on the valuation date. There is a time lag of
one quarter in our receipt of financial information from the investee’s general partner, which we use as the
primary basis for valuation of these investments,

Under our equity method accounting, we recognize our proportionate share of the results of operations of
each equity method investee in our results of operations,

Under our cost method accounting, we record investments at cost and recognize as income distributions or
returns received from net accumulated earnings of the investee since the date of acquisition.

We review our equity and cost method securities at least quarterly for indications of impairment, which
requires significant judgment. Indications of impairment include an analysis of facts and circumstances of each
investment, the expectations of the investment’s future cash flows and capital needs, variability of its business
and the company’s exit strategy. Investments identified as having an indication of impairment are reviewed
further to determine if the investment is other than temporarily impaired. We reduce the investment value when
we consider declines in value to be other than temporary and we recognize the estimated loss as a loss on
investment securities, which is a component of noninterest income.
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We consider our accounting policy for our non-marketable securities to be critical because the valuation of
our non-marketable securities is subject to management judgment. The inherent uncertainty in the process of
valuing securities for which a ready market is unavailable may cause our estimated values of these securities to
differ significantly from the values that would have been derived had a ready market for the securities existed,
and those differences could be material. Future adverse changes in market conditions or poor operating results of
underlying investments could result in losses or an inability to recover the carrying value of the investments that
may not be reflected in their carrying value, thereby possibly requiring an impairment charge in the future. There
can be no assurances that we will realize the full value of our non-marketable securities, which could result in
significant losses.

Derivative Assets—Equity Warrant Assets for Shares of Privately- and Publicly-held Companies

As part of negotiated credit facilities and certain other services, we frequently obtain rights to acquire stock
in the form of equity warrant assets in certain client companies. Equity warrant assets for shares of private and
public companies are recorded at fair value on the grant date and adjusted to fair value on a quarterty basis
through consolidated net income. At December 31, 2007, our equity warrant assets totaled $31.3 million,
compared to $37.7 million at December 31, 2006.

We account for equity warrant assets with net settlement terms in certain private and public client
companies as derivatives. In general, equity warrant assets entitle us to buy a specific number of shares of stock
at a specific price within a specific time period. Certain equity warrant assets contain contingent provisions,
which adjust the underlying number of shares or purchase price upon the occurrence of certain future events. Our
warrant agreements contain net share settlement provisions, which permit us to receive at exercise a share count
equal to the intrinsic value of the warrant divided by the share price (otherwise known as a “cashless™ exercise).
Because we can net settle our warrant agreements, our equity warrant assets qualify as derivative instruments in
accordance with the provisions of SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities,
as amended (“SFAS No. 133",

The fair value of the equity warrant assets portfolio is reviewed quarterly. We value our equity warrant
assets using a modified Black-Scholes option pricing model, which incorporates the following material
assumptions:

+ Underlying asset value was estimated based on information available, including any information
regarding subsequent rounds of funding.

»  Volatility, or the amount of uncertainty or risk about the size of the changes in the warrant price, was
based on guidelines for publicly traded companies within indices similar in nature to the underlying
client companies issuing the warrant. A total of six such indices were used. The volatility assumption
was based on the median volatility for an individual public company within an index for the past 16
quarters, from which an average volatility was derived. The weighted average quarterly median
volatility assumption vsed for the warrant valuation at December 31, 2007 was 39.7%, compared to
42.1% at December 31, 2006. _

« Actual data on cancellations and exercises of our equity warrant assets was utilized as the basis for
determining the expected remaining life of the equity warrant assets in each financial reporting period.
Equity warrant assets may be exercised in the event of acquisitions, mergers or IPOs, and cancelled due
to events such as bankruptcies, restructuring activities or additional financings. These events cause the
expected remaining life assumption to be shorler than the contractual term of the warrants. This
assumption reduced the reported value of the warrant portfolio by $11.8 million at December 31, 2007,
compared to a reduction of $12.4 million at December 31, 2006.

» The risk-free interest rate was derived from the U.S. Treasury yield curve. The risk-free interest rate
was calculated based on a weighted average of the risk-free interest rates that correspond closest to the
expected remaining life of the warrant. The risk-free interest rate used for the warrant valuation at
December 31, 2007 was 3.2%, compared to 4.8% at December 31, 2006.
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» Other adjustments, including a marketability discount, were estimated based on management’s
judgment about the general industry environment, combined with specific information about the
issuing company, when available.

The fair value of our equity warrant assets recorded on our balance sheets represents our best estimate of the
fair value of these instruments. Changes in the above material assumptions may result in significantly different
valuations. For example, the following table demonstrates the effect of changes in the risk-free interest rate and
volatility assumptions:

Valuation of equity warrant assets held by SVB Financial Group active at December 31, 2007 is as follows

(1):

Volatility Factor
Current
(Dollars in millions) 10% Lower (39.7%) 10% Higher
Risk Free Interest Rate:
Less 100 basis points . ... ..ottt e it e $28.8 $30.5 $32.4
Current rate (3, 200) .. i e e e s 29.7 31.3 332
Plus 100 basis pOInts . .. ... ottt i e e $30.6 $32.2 $34.0

(1) The above table does not include equity warrant assets at December 31, 2007 held by Partners for Growth,
LP, which were valued at $2.5 million, based on 38.0% volatility and a 3.2% risk-free interest rate.

The timing and value realized from the disposition of equity warrant assets depend upon factors bevond our
control, including the performance of the underlying portfolio companies, investor demand for IPOs, fluctuations
in the market prices of the underlying common stock of these companies, levels of mergers and acquisitions
activity, and legal and contractual restrictions on our ability to sell the underlying securities. All of these factors
are difficult to predict. Many equity warrant assets may be terminated or may expire without compensation and
may incur valuation losses from lower-priced funding rounds. We are unable to predict future gains or losses
with accuracy, and gains or losses could vary materially from period to period.

We consider accounting policies related to equity warrant assets to be critical as the valuation of these assets
is complex and subject to a certain degree of management judgment, Management has the ability 1o select from
several valuation methodologies and has alternative approaches in the calculation of material assumptions. The
selection of an alternative valuation methodology or alternative approaches used to calculate material
assumptions in the current methodology may cause our estimated vajues of these assets to differ significantly
from the values recorded. Additionally, the inherent uncertainty in the process of valuing these assets for which a
ready market is unavailable may cause our estimated values of these assets to differ significantly from the values
that would have been derived had a ready market for the assets existed, and those differences could be material.
Further, the fair value of equity warrant assets may never be realized, which could result in significant losses,

Allowance for Loan Losses

At December 31, 2007, our allowance for loan losses totaled $47.3 million, compared to $42.7 million at
December 31, 2006. The allowance for loan losses is management’s estimate of credit losses inherent in the loan
portfolio at a balance sheet date.

We consider our accounting policy for the allowance for loan losses to be critical as estimation of the
allowance involves material estimates by our management and is particularly susceptible to significant changes
in the near term. Determining the allowance for loan losses requires us to make forecasts that are highly
uncertain and require a high degree of judgment. Our loan loss reserve methodology is applied to our allowance
for loan losses and we maintain the balances at levels that we believe are adequate to absorb estimated probable
losses inherent in our loan portfolios.
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Our allowance for loan losses is established for loan losses that are probable but not yet realized. The
process of anticipating loan losses is imprecise. Our management applies a systematic process for the evaluation
of individual loans and pools of loans for inherent risk of Joan losses. On a quarterly basis, each loan in our
portfolio is assigned a credit risk rating through an evaluation process, which includes consideration of such
factors as payment status, the financial condition of the borrower, borrower compliance with loan covenants,
underlying collateral values, potential loan concentrations, and general economic conditions. The allowance for
loan losses is based on a formula allocation for similarly risk-rated loans by client industry sector and
individually for impaired loans as determined by SFAS No. 114, Accounting by Creditors for Impairment of a
Loan (“SFAS No. 1147}, and SFAS No. 5.

Our evaluation process is designed to determine the adequacy of the allowance for loan losses. We assess
the risk of losses inherent in the loan portfolio on a quarterly basis by utilizing a historical loan loss migration
model, which is a statistical model used to estimate an appropriate allowance for outstanding loan balances by
calculating the likelihood of a loan becoming charged-off based on its credit risk rating using historical loan
performance data from our portfolio. Loan loss factors for each risk-rating category and client industry sector are
ultimately applied to the respective period-end client loan balances for each corresponding risk-rating category
by client industry sector to provide an estimation of the allowance for loan losses.

We apply macro allocations to the results we obtained through our historical loan loss migration model to
ascertain the total allowance for loan losses. These macro allocations are based upon management’s assessment
of the risks that may lead to a future loan loss experience different from our historical loan loss experience. These
risks are aggregated to become our macro allocation. Based on management’s prediction or estimate of changing
risks in the lending environment, the macro allocation may vary significantly from period to period and includes,
but is not limited to, consideration of the following factors:

«+ Changes in lending policies and procedures, including underwriting standards and collections, and
charge-off and recovery practices;

+ Changes in national and local economic business conditions, including the market and economic
condition of our clients’ industry sectors;

» Changes in the nature of our loan portfolio,

- Changes in experience, ability, and depth of lending management and staff;

 Changes in the trend of the volume and severity of past due and classified loans;

= Changes in the trend of the volume of nonaccrual loans, troubled debt restructurings, and other loan
modifications; and

»  Other factors as determined by management from time (o time.

Finally, we compute several modified versions of the model, which provide additional assurance that the
statistical results of the historical loan loss migration model are reasonable. A committee comprised of senior
management evaluates the adequacy of the allowance for loan losses based on the results of our analysis.

Reserve for Unfunded Credit Commitments

The level of the reserve for unfunded credit commitments is determined following a methodology that
parallels that used for the allowance for loan losses. We consider our accounting policy for the reserve for
unfunded credit commitments to be critical as estimation of the reserve involves material estimates by our
management and is particularly susceptible to significant changes in the near term. We record a liability for
probable and estimatable losses associated with our unfunded credit commitments. Each quarter, every unfunded
client credit commitment is allocated to a credit risk-rating category in accordance with each client’s credit nisk
rating. We use the historical loan loss factors described under our allowance for loan losses to calculate the
possible loan loss experience if unfunded credit commitments are funded. Separately, we use histerical trends to
calculate the probability of an unfunded credit commitment being funded. We apply the loan funding probability
factor to risk-factor adjusted unfunded credit commitments by credit risk-rating to derive the reserve for

35




unfunded credit commitments. The reserve for unfunded credit commitments may also include certain macro
allocations as deemed appropriate by management. Our reserve for unfunded credit commitments totaled
$13.4 million and $14.7 million at December 31, 2007 and 2006 respectively, and is reflected in other liabilities
on our balance sheet. .

Goodwill

Goodwill, which arises when the purchase price exceeds the assigned value of the net assets of an acquired
business, represents the value attributable to unidentifiable intangible elements being acquired. At December 31,
2007, our consolidated balance sheet included $4.1 million of goodwill, which related to the acquisition of a
majority ownership interest in eProsper in 2006, our equity ownership data management services company.
Goodwill at December 31, 2006 totaled $21.3 million, which related to the acquisitions of SVB Alliant and
eProsper,

On an annual basis or as circumstances dictate, management reviews goodwill and evaluates events or other
developments that may indicate an impairment in the carrying amount. We consider our accounting policy on
goodwill to be critical because the valuation methodology for potential impairments is inherently complex and
involves significant management judgment in the use of estimates and assumptions,

The impairment tests for goodwill are performed at the reporting unit level and require us to perform a
two-step impairment test. First, we compare the aggregate fair value of our reporting unit to its carrying amount
including goodwill. I the fair value exceeds the carrying amount, no impairment exists. If the carrying amount of
the reporting unit exceeds the fair value, then we perform the second step of the impairment test in order to
determine the implied fair value of the reporting unit’s goodwill. We estimate the reporting unit’s implied fair
value by using a discounted cash flow approach. These estimates invelve many assumptions, including expected
results of operations and assumed discount rates. These discount rates are based on standard industry practice,
taking into account the expected equity risk premium, the size of the business and the probability of the reporting
unit achieving its financial forecasts. If the carrying amount of the reporting unit’s goodwill exceeds the implied
fair value, then a goodwill impairment is recognized by writing goodwill down to the implied fair value.

Events that may indicate a goodwill impairment include significant or adverse changes in the results of
operations of the business, or in the economic or political climate, an adverse action or assessment by a regulator,
unanticipated competition, and a more-likely-than-not expectation that a reporting unit will be sold or disposed
of. As a result of our annual impairment test for SVB Alliant conducted in the second quarter of 2007, we
recognized a pre-tax impairment charge of $17.2 million due to changes in our outlook for SVB Alliant’s future
financial performance. Subsequently, in July 2007, we reached a decision to cease operations at SVB Alliant. See
Note 10 (Goodwill) of the “Notes to the Consolidated Financial Statements™ under Part 11, Item § in this report.

Share-Based Compensation

Our share-based compensation expense totaled $14.9 million and $21.3 million in 2007 and 2006,
respectively. In accordance with SFAS No. 123 (revised 2004), Share-Based Payment (“SFAS No. 123(R)"), we
measure compensation expense for-all employee share-based payment awards using a fair value based method,
reduced by estimated award forfeitures, and record such expense in our consolidated statements of operations.

We consider our accounting policy for share-based compensation Lo be critical as determining the fair value
of awards involves the use of significant estimates and assumptions. We use the Black-Scholes option pricing
model to determine the fair value of stock options and employee stock purchase plan shares. The Black-Scholes
option-pricing model requires the use of input assumptions, including the expected life, expected price volatility
of the undertying stock, expected dividend yield and risk-free interest rate. The Black-Scholes option pricing
model was developed for use in estimating the fair value of traded options, which have no vesting restrictions
and are fully transferable. Because our stock options have characteristics significantly different from those of
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traded options, changes to the input assumptions can materially affect the fair value of our employee stock
options. SFAS No. 123(R) also requires us to develop an estimate of the number of share-based payment awards
which we expect to vest. We consider many factors when estimating expected forfeitures, including the type of
award, the employee class and historical experience.

The most significant assumptions impacted by management’s judgment are the expected volatility and the
expected life of the options. The expected dividend yield, and expected risk-free interest rate are not as
significant to the calculation of fair value. In addition, adjustments to our estimates of the number of share-based
payment awards that we expect to vest did not have a significant impact on the recorded share-based
compensation expense.

Expected volatility: The value of a stock option is derived from its potential for appreciation. The more
volatile the stock, the more valuable the option becomes because of the greater possibility of significant changes
in stock price. Our computation of expected volatility is based on a blend of historical volatility of our common
stock and implied volatility of traded options to purchase shares of our common stock. Our decision to
incorporate implied volatility was based on our assessment that implied volatility of publicly traded options in
our common stock is expected to be more reflective of market conditions and, therefore, can reasonably be
expected to be a better indicator of expected volatility than historical volatility of our common stock.

Expected life: The expected life also has a significant effect on the value of the option. The longer the term,
the more time the option holder has to allow the stock price to increase without a cash investment and thus, the
more valuable the option. Further, longer option terms provide more opportunity to exploit market highs.
However, employees are not required to wait until the end of the contractual term of a nontransferable option to
exercise. Accordingly, we are required to estimate the expected term of the option. When establishing an
estimate of the expected life, we bifurcate our option grants into four employee groupings based on exercise
behavior and determine the expected life for each group by considering several factors, including historical
option exercise behavior, post vesting turnover rates and terms and vesting periods of the options granted.

We review our valuation assumptions at each grant date and, as a result, we are likely to change our
valuation assumptions used to value stock based awards granted in future periods. Changes to the input
assumptions could materially affect the estimated fair value of our share-based payment awards.

We performed a sensitivity analysis of the impact of increasing and decreasing expected volatility by 10%
as well as the impact of increasing and decreasing the weighted average expected life by one year. We performed
this analysis on the stock options granted in 2007. The following table shows the impact of these changes on our
stock option expense for the options granted in 2007:

(Dollars in thousands) 2007

Actual stock option expense for 2007 grants ... ... .. i $4,668
Stock option expense increase {(decrease} under
the following assumption changes:

Volatility decreased by 10% (25.6% 10 15.6%) . ... . vvvnnn i (982)
Volatility increased by 10% €25.6% to35.6%) ... . 1,024
Average lifedecreased by Lyear .. ... ... i i (545)

Average life increased by 1 year ... .. .. ... i $ 500
Income Taxes
We are subject to income tax laws of the United States, its states and municipalities and those of the foreign

jurisdictions in which we operate. Our income tax expense totaled $86.8 million and $65.8 million in 2007 and
2006, respectively.
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Income taxes are accounted for using the asset and liability method. Under this method, deferred tax assets
and liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounis of existing assets and liabilities and their respective tax-basis carrying amount,
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the
years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax
assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment
date.

We consider our accounting policy relating to income taxes to be critical as the determination of current and
deferred income taxes is based on complex analyses of many factors including interpretation of federal, state and
foreign income tax laws, the difference between tax and financial reporting bases of assets and liabilities
(temporary differences}, estimates of amounts due or owed, the timing of reversals of temporary differences and
current financial accounting standards. Actual results could differ significantly from the estimates due to tax law
interpretations used in determining the current and deferred income tax liabilities. Additionally, there can be no
assurances that estimates and interpretations used in determining income tax liabilities may not be chalienged by
federal and state taxing authorities.

In establishing a provision for income tax expense, we must make judgments and interpretations about the
application of these inherently complex tax laws. We must also make estimates about when in the future certain
items will affect taxable income in the various tax jurisdictions, both domestic and foreign. We evaluate our
uncertain tax positions in accordance with FASB Interpretation No. 48, Accounting for Uncentainty in Income
Taxes, an interpretation of FASB Statement No. 109, Accounting for Income Taxes (“FIN 48”). We believe that
our unrecognized tax benefits, including related interest and penalties, are adequate in relation to the potential for
additional tax assessments,

We are also subject to routine corporate tax audits by the various tax jurisdictions. In the preparation of
income tax returns, tax positions are taken based on interpretation of federal and state income tax laws as well as
foreign tax laws, In accordance with FIN 48, we review our uncertain tax positions quarterly, and we may adjust
these unrecognized tax benefits in light of changing facts and circumstances, such as the closing of a tax audit or
the refinement of an estimate. To the extent that the final tax outcome of these matters is different than the
amounts recorded, such differences will impact income tax expense in the period in which such determination is
made.

Recent Accounting Pronouncements

Please refer o the discussion of our recent accounting pronouncements in Note 2 (Summary of Significant
Accounting Policies) of the “Notes to the Consolidated Financial Statements™ under Part I1, Item 8 in this report.

Results of Operations
Net Interest Income and Margin (Fully Taxable-Equivalent Basis)

Net interest income is defined as the difference between interest earned primarily on loans, investment
securities, federal funds sold, securities purchased under agreement to resell and other short-term investment
securities, and interest paid on funding sources. Net interest income is our principal source of revenue. Net
interest margin is defined as the amount of annualized net interest income, on a fully taxable-equivalent basis,
expressed as a percentage of average interest-earning assets. Net interest income and net interest margin are
presented on a fully taxable-equivalent basis 10 consistently reflect income from taxable loans and securities and
tax-exempt securities based on the federal statutory tax rate of 35.0 percent.
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Net Interest Income (Fully Taxable-Equivalent Basis)

Net interest income of $382.2 million in 2007 increased by $28.1 million or 7.9 percent, from
$354.1 million in 2006, which increased by $52.8 million or 17.5 percent, from $301.3 million in 2005. The
increase in net interest income in 2007 was primarily due to a $62.9 million increase in income from our loan
portfolio and a $6.7 million increase in income from our short-term investments portfolio, driven primarily by
growth in these portfolios. These increases were partially offset by a $27.3 million increase in interest expense
and a $14.2 million decrease in interest income from our investment securities portfolio.

The increase in interest income from our loan portfolio in 2007 was primarily related to growth in our loan
portfolio and an increase in our average base prime lending rate in 2007, compared to 2006. Average loans
outstanding in 2007 totaled $3.52 billion, compared to $2.88 billion in 2006. The increase in average loans
outstanding of $640.2 million during 2007 was driven primarily by our commercial loan portfolio, which
increased by $554.4 million as a result of our increased focus on serving private equity and later-stage
technology clients and loan growth increases from all industry segments we serve, with particulasly strong
growth in loans to private equity firms and to software clients within the techriology sector. Qur average base
prime lending rate increased to 8.06 percent in 2007 from 7.95 percent in 2006, primarily due to the effect of
2006 rate increases, partially offset by rate decreases in late 2007 in response to Federal Reserve rate cuts. At
December 31, 2007, our base prime lending rate was 7.25 percent, compared to 8.25 percent at December 31,
2006. The average yield on our loan portfolio was 10.27 percent in 2007, compared to 10.37 percent in 2006.
Loan yields were positively impacted by the full year effect from the Federal Reserve rate increases in 2006.
However, these increases were more than offset by increases in loans to our later-stage technology clients and to
our private equity clients, which typically earn lower loan yields compared to our other lending products. On an
average basis, in 2007, 72.4 percent, or $2.75 biilion, of our average outstanding gross loans were variable-rate
loans that adjust at a prescribed measurement date upon a change in our prime-lending rate or other variable
indices, compared to 74.3 percent or $2.34 billion, for 2006.

The increase in interest income from our short-term investments portfolio in 2007 was primarily driven by
higher cash balances available within our portfolios as a result of increase in our deposit products, as well as
from the issuance of our long-term debt in May 2007.

The increase in interest expense in 2007 is primarily related to increases in interest expense from long-term
debt and deposits, partially offset by a decrease in interest expense from short-term borrowings. Average long-
term debt increased by $449.6 million to $665.6 million, primarily due to the issuance of $500 miilion of long-
term debt in May 2007 and the utilization of $150 million of long-term Federal Home Loan Bank (“FHLB")
advances beginning in the fourth quarter of 2006. The proceeds from the long-term debt issued in May 2007 were
used to fund loan growth and to pay down our short-term borrowings. As a result, average short-term borrowings
decreased by $80.8 million to $320.1 million in 2007, compared to $400.9 million in 2006. Short-term
borrowings and FHLB advances were used to fund the growth of our loan portfolio in 2006 and through the first
half of 2007. The increase in interest expense from deposits was primarily related to our money market deposit
product for early stage clients introduced in May 2007, which bears higher yields compared to our other money
market deposit products. For 2007, the average balance of our early stage money market deposit product was
$118.7 million and interest expense incurred was $4.1 million. The increase in interest expense from deposits
also reflects the initial impact of a Eurodollar sweep deposit product, which is interest-bearing, introduced in late
October 2007. For 2007, the average balance of our Eurodollar sweep deposit product was $8.3 million and
interest expense incurred was $0.3 million. In addition to interest-bearing deposits, our average noninterest-
bearing deposit balances also increased by $78.2 million to $2.86 billion in 2007, compared to $2.79 billion in
2006. The increase in noninterest-bearing deposits was primarily related to increased deposits from our private
equity clients in late 2007.

The decrease in interest income from our investment securities portfolio in 2007 reflects lower levels of
investment securities due to scheduled maturitics and prepayments. Average interest-earning investment
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securities decreased by $319.7 miilion to $1.36 billion in 2007, compared to $1.68 billion in 2006, as a result of
our use of portfolio cash flows to support the growth of our loan portfolio.

The increase in net interest income in 2006, compared to 2005 was primarily due to a $79.7 million increase
in income from our loan portfolio, partially offset by a $10.5 million decrease in interest income from our
investment securities portfolio and an increase in interest expense of $18.0 million.

The increase in interest income from our loan portfolio in 2006 is primarily related to growth in our loan
portfolio as well as the effect of increases in our base prime lending rate during 2006. Average loans ouistanding
in 2006 totaled $2.88 billion, compared to $2.37 billion in 2005. The increase in average loans outstanding of
$513.7 million during 2006 was primarily driven by our commercial loan portfolio, which increased by
$450.1 million in 2006 as a result of our increased focus on serving middle-market clients and improvement in
economic activity in the markets served by us.

We increased our base prime lending rate four times in 2006, each time by 25 basis points, in response to
Federat Reserve rate increases. Our base prime lending rate was 8.25 percent at December 31, 2006, compared to
7.25 percent at December 31, 2005. Our average base prime lending rate increased to 7.95 percent in 2006 from
6.18 percent in 2005. The average yield on our loan portfolio was 10.37 percent in 2006, compared to
9.26 percent in 2005. The increase in interest income from our investment securities portfolio in 2006 was due to
higher levels of investment securities, as well as a change in the composition of our investment portfolio.

The increase in interest expense in 2006 was primarily related to increases in short-term borrowings and

other long-term debt. Average shont-term borrowings increased by $331.4 miltion in 2006 to $400.9 million
while average other long-term debt increased by $9.7 million to $17.7 million.

40




Analysis of Interest Changes Due to Volume and Rate (Fully Taxable-Equivalent Basis)

Net interest income is affected by changes in the amount and mix of interest-earning assets and interest-
bearing liabilities, referred to as “volume change.” Net interest income is also affected by changes in yields
carned on interest-earning assets and rates paid on interest-bearing liabilities, referred to as “rate change”.
Changes in our prime lending rate also impact the yields on our loans, and to a certain extent our interest-bearing
deposits. The following table sets forth changes in interest income for each major category of interest-earning
assets and interest expense for each major category of interest-bearing liabilities. The table also reflects the
amount of simultaneous changes attributable to both volume and rate changes for the years indicated. For this
table, changes that are not solely due to either volume or rate are allocated in proportion to the percentage
changes in average volume and average rate.

2007 Compared to 2006 2006 Compared to 2005
Year Ended December 31, Year Ended December 31,
Increase (Decrease) Due to Change in Increase {Decrease} Due to Change in
{Dollars in thousands) Volume Rate Total Volume Rate Total
Interest income:
Federal funds sold, securities purchased
under agreement to resell and other
short-term investment securities .... $ 6,208 $ 519 $ 6,727 $ (2,887) § 4445 $ 1558
Investment securities .. ............. (15,242) 1,003 (14,239) (14,058) 3,602 (10,456)
LOans .. .ocvr v vieeeiiiaaeas 65,808 (2,906) 62902 51,249 28,469 79,718
Increase (decrease) in interest income,
DEE © vttt e 56,774 (1,384) 55,390 34,304 36,516 70,820
Interest expense:
NOW deposits .................... ()] 7} (13) 16 1 17
Regular money market deposits . ... .. (545) 666 121 (1,515) 356 (1,159}
Bonus money market deposits .. ..... 75 3,190 3,265 (1,820) 501 (1,319)
Time deposits .. ............. ..., 42 681 723 145 288 433
Foreign sweep deposits ............. 284 — 284 — — —
Short-term borrowings . ............ (4,270} 61 (4,209) 17,146 1,287 18,433
Contingently convertible debt ... ..... 5 7 12 5 an (12)
Junior subordinated debentures . .. .... 43 150 193 44 837 881
Senior and subordinated notes ....... 19,619 —_ 19,619 _— — —
Other long-termdebt . .............. 7,323 “7) 7,276 464 - 278 742
Increase in interest expense, net ........ 22,570 4,701 27,271 14,485 3,531 18,016
Increase (decrease) in net interest
NCOME .ot vt ieeeie e caenenss $ 34204 $ (6,085 $28.119 $19819 $32985 § 52,804

Net Interest Margin (Fully Taxable-Equivalent Basis)

Our net interest margin was 7.29 percent in 2007, compared to 7.38 percent in 2006 and 6.46 percent in
2005. The decrease in net interest margin in 2007 was primarily due to decreases in yields of our loan portfolio
as well as increases in rates paid on our interest-bearing liabilities from the issuance of long-term debt in May
2007 and utilization of long-term FHLB advances, as well as the introduction of our two new interest-bearing
deposit products, partially offset by decreases in short-term borrowings and increases in yields from our short-
term investments portfolio. Our net interest margin was also positively impacted by increases in average balances
of our noninterest-bearing demand deposits, a significant source of funding for us, which increased by
$78.2 million and $148.9 million during 2007 and 2006, respectively.

The increase in net interest margin in 2006 was largely due to growth and increases in yields of our loan
portfolio as well as growth of our noninterest-bearing demand deposits, partially offset by increases in the
balances outstanding of our short-term borrowings.
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Average Balances, Yields and Rates Paid (Fully Taxable-Equivalent Basis)

The average yield earned on interest-earning assets is the amount of annualized fully taxable-equivalent interest
income expressed as a percentage of average interest-earning assets. The average rate-paid on funding sources s the
amount of annualized interest expense expressed as a percentage of average funding sources. The following table sets
forth average assets, liabilities, minority interest and stockholders’ equity, interest income, interest expense, annualized
yields and rates, and the composition of our annualized net interest margin in 2007, 2006 and 2005.

Year ended December 31,
2007 2006 2005
Interest Interest Interest
Average Income/ Yield/ Average Income/ Yield/ Average Income/ Yield/
(Dollars in thousands) Balance Expense Rate Balance Expense Rate Balance Expense Rate
Interest-carning assets:
Federal funds sold, securities purchased under
agreement to resell and other short-term
investment securities (1) ............... ... $ 357,673 § 17,816 498% § 232634 $ 11,089 4.77% % 313,266 $ 9,531 3.04%
Invesument securities:
Taxable . ... 1,310,595 61,303 4.68 1,615,807 74,523 4.61 1,800,027 83,950 4.42
Non-taxable (2) ....... . ... ... ... ... 53,866 3,637 6.75 68,371 4,656 6.81 84,151 5,685 6.76
Loans:
Commercial ....... . ... ... ... .o ii. 2,973,705 321,381 10.81 2,419,286 263,878 10.91 1,969,204 194,018 9.85
Real estate constructionand term . ............. 252,399 16,665 6.60 195,041 13,422 6.88 159,123 10,032 6.30
Consumerandother ........................ 296,222 23857 8.05 267,761 21,701 8.10 240,035 . 15,233 6.35
Total loans, net of unearned income .............. 3,522,326 361,903 10.27 2,882,088 299,001 10.37 2,368,362 219,283 9.26
Total interest-earning assets .. .................. 5,244,460 444659 8.48 4,798,900 389,269 8.11 4,665,806 318,449 6.83
Cashanddue frombanks ...................... 276,352 242,305 227,869 )
Allowance forloanlosses ...................... (43,654) (38,808) (37,144) '
Goodwill ... ... . i 12,576 27,653 35,638
Otherassets (3} ... i i, 530,383 357,385 297.608
Total A8SE1S . .\ vvs i i $ 6,020,117 $ 5,387,435 $5.189.777
Funding sources: T - T
Interest-bearing liabilities:
NOW deposits ............. B, $ 350205 138 039% $ 36999 % 151 041%S% 33,196 % 134 040%
Regular money market deposits ............... 152,550 1,796 1.18 210933 1,675 0.79 406,843 2,834 0.70
Bonus money market deposits . ............... 571,977 8,003 1.38 569,122 4,738 0.83 792,123 6,057 0.76
Timedeposils ............ . coiiiiiianas 324,250 3,064 094 318,855 2341 0.73 297,286 1,908 0.64
Foreign sweep deposits ...................... 8,310 284 342 — - - — - —
Total interest-bearing deposits .................. 1,098,107 13,285 1.21 1,135,909 8905 0.78 1,529,448 10,933 0.71
Short-term borrowings .. ..... ..., 320,129 16,922 529 400913 21,131 5.27 69,499 2,698 3.88
Contingently convertibledebt .. .._............ 148,877 941 0.63 148,002 929 0.63 147,181 941 0.64
Junior subordinated debentures .. .............. 50,894 3,404 6.69 50,223 3,211 639 49,309 2,330 473
Senijor and subordinated notes ................ 313,148 19,619 6.27 . — _ - — —_ -
Other long-termdebt .. ...._................. 152,669 8,282 542 17,741 1,006 5.67 8,035 264 3.29
Total interest-bearing liabilities ................. 2,083,824 62,453 300 1,752,788 35,182 2.01 1,803,472 17,166 095
Portion of nontnterest-bearing funding sources .. ... 3,160,636 3,046,112 2,862,334
Total funding sources .............oiiveneon.. 5244460 62453 1.19 4,798,900 35,182 0.73 4665806 17,166 0.37
Noninterest-bearing funding sources:
Demand deposits . ........... ... ... 2,864,153 2,785,948 2,637,028
Other liabilities .. .......................... 191,466 115,516 114,012
Minority interest in capital of consolidated
affiliates . ... .. ... 211,341 143,977 93,839
Stockholders™ equity ..................o.... 669,333 589,206 541,426
Portion used to fund interest-carning assets . ..... (3,160,636) (3,046,112) (2,862,334)
Total liabilities, minority interest and stockholders®
BQUIEY - -« e ee e e e s $ 6,020,117 $ 5,387,435 $ 5,180,777
Net interest income and margin ................. $382,206 7.29% $354,087 7.38% $301,283 6.46%
Total depOSits ... ... oottt $ 3,962,260 $ 3,921,857 $ 4,166,476 o
(1) Includes average interest-bearing deposits in other financial institutions of $52.9 million, $31.0 million and $20.4 million in 2007, 2006 and

2005, respectively,
2

Interest income on non-taxable investments is presented on a fully taxable-equivalent basis using the federal statutory tax rate of 35.0 percent for

all years presented. The tax equivalent adjustments were $1.3 million, $1.6 million and $2.0 million in 2007, 2006 and 20035, respectively.

3

Average investment securities of $250.8 million, $151.2 million and $157.1 million in 2007, 2006 and 2005, respectively, were classified as

other assets as they were noninterest-earning assets. These investments primarily consisted of non-marketable securities.
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Provision for Loan Losses

OQur provision for loan losses is based on our evaluation of the adequacy of the existing allowance for loan
losses in relation to total loans and on our periodic assessment of the inherent and identified risk dynamics of the
loan portfolio resulting from reviews of selected individual loans. For a more detailed discussion of credit quality
and the allowance for loan losses, see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Critical Accounting Policies and Estimates” and “—Consolidated Financial Condition—
Credit Quality and the Allowance for Loan Losses” under Part IL, Ttem 7 in this report.

Year ended December 31,
(Dollars in thousands) 2007 2006 2005
Allowance for loan losses, beginning balance ..................... $ 42747 % 36,785 $ 37613
Provision forloan 108ses .. ... e ir i e e e 16,836 9,877 237
Loan charge-offs ... ...t (19,378) (14,065) (12,416)
LOAN TECOVETIES o ottt t e et e et e 7,088 10,150 11,351
Allowance for loan losses, ending balance ........................ $ 47,203 § 427747 § 36,785
Provision as a percentage of total grossloans . ..................... 0.40% 0.28% 0.01%
Net charge-offs as a percentage of total grossloans . ................ 0.29 0.11 0.04
Allowance for loan losses as a percentage of total gross loans . . ....... 1.13% 1.22% 1.28%
Total Zross10ANS . ..o on ittt e e e $4,178,098 $3,509,560 $2,868,382

Qur provision for foan losses increased by $7.0 million to $16.8 million in 2007, compared to $9.9 million
in 2006. The increase in our provision was primarily due to an increased level of loan charge-offs, lower
recoveries recognized, partially offset by a decrease in our allowance for loan losses as a percentage of total
gross loans as our credit quality remains strong. The increase in provision of $9.6 miltion in 2006, compared to
2005 was primarily due to the growth in our loan porifolio.

Noninterest Income

Year ended December 31,

% Change % Change
(Dollars in thousands) 2007 2006 2007/2006 2005 2006/2005
Client investment fees . ... vt e, $ 51,794 $ 44,345 16.8% $ 33,255 33.3%
Gains on investment securities, net . . .............. 46,724 2,551 — 4,307 (40.8)
Foreignexchangefees .......................... 25,750 21,045 22.4 17,906 17.5
Gains on derivative instruments, net . . ............. 23,935 17,949 334 6,750 165.9
Deposit service charges .. ... iiiiiiaanns 15,554 10,159 - 53.1 9,805 3.6
Corporate finance fees .. .............. .1 .. 14,199 11,649 21.9 22,063 47.2)
Letter of credit and standby letter of credit income ... 11,115 9,943 11.8 10,007 {0.6)
[ 13 T=) o 32,313 23,565 37.1 13,402 75.8
Total NONINLETESL IMCOME &+ o\ ot v e e ivvr e aeen e $221,384 $141,206 56.8% $117,495 20.2%

43




Included in noninterest income is income that is attributable to minority interests. As part of our funds
management business, we recognize the entire income or loss from funds where we own significantly less than
100%. We are required under GAAP to consolidate 100% of the results of the funds that we are deemed to
control. Similarly, we are required under GAAP to consolidate the results of eProsper, of which we own 65%.
The relevant amounts attributable to investors other than us are reflected under “Minority Interest in Net Income
of Consolidated Affiliates”. Our net income includes only the portion of income or loss that is attributable to our
ownership interest. The table below provides a summary of non-GAAP noninterest income, net of minority
interest:

Year ended December 31,

Non-GAAP noninterest income, net of minority interest % Change % Change
{Dollars in thousands) 2007 2006 2007/2006 2005 2006/2005
GAAP noninterest income .. ... ... ..., $221,384 $141,206 56.8% $117,495 20.2%
Less: amounts attributable to minority interests,

including carried interest . .................., .. (37.981) -(9,903) 2835 (6,067) 63.2
Non-GAAP noninterest income, net of minority

131 10=] 131 S $183,403 $131,303 390.7% $111,428 17.8%

We believe that the above non-GAAP financial measure, when taken together with the corresponding
GAAP financial measure, provides meaningful supplemental information regarding our performance by
excluding certain items that represent income attributable to investors other than us and our subsidiaries. Our
management uses, and believes that investors benefit from referring 1o, this non-GAAP financial measure in
assessing our operating results and when planning, forecasting and analyzing future periods. However, this
non-GAAP financial measure should be considered in addition to, not as a substitute for or superior to, financial
measures prepared in accordance with GAAP.

Client Investment Fees

We offer a variety of investment products on which we earn fees. These products include sweep money
market funds, money market mutual funds, overnight repurchase agreements and fixed income securities
available through client-directed accounts and fixed income management services offered through our investment
advisory subsidiary.

Client investment fees totaled $51.8 million in 2007, compared to $44.3 million in 2006 and $33.3 million
in 2005. The increases of $7.5 million and $11.0 million in client investment fees in 2007 and 2006, respectively,
were attributable to growth in average client investment funds, with particularly strong growth in our Repurchase
Agreement Program, as a result of increased deposits from our private equity clients, as well as an increase in the
number of managed portfolios within our client investment assets under management, as a result of increased
deposits from our later-stage technology clients. The following table summarizes average client investment funds
for 2007, 2006 and 2005:

Year ended December 31,
% Change % Change
(Dollars in millions) 2007 2006 2007/2006 2005 2006/2005
Client directed investment assets (1) . ... ............. $12,356 $10,605 16.5% $ 8,072 31.4%
Client investment assets under management . ... ........ 5,651 4,364 295 3,328 31.1
Sweep money market funds ......... .. ... Ll 2,427 2,260 7.4 1,512 49.5
Total average client investment funds (2) ... ........... $20,434 §$17,229 18.6% §$12912 33.4%

(1} Mutual funds and Repurchase Agreement Program assets.
(2) Client funds invested through SVB Financial Group are maintained at third party financial institutions.
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Gains on Investment Securities, Net

Gains on investment securities, net, were $46.7 million in 2007, compared to $2.6 million.in 2006 and
$4.3 million in 2005. Net gains on investment securities of $46.7 million in 2007 were mainly attributable to net
gains of $30.1 million from three of our managed funds of funds and $12.0 million from one of our sponsored
debt funds. Included in the $46.7 million in net gains on investment securities are $23.7 million of net gains from
valuation adjustments and $23.0 million of gains from distributions. We expect continued variability in the
performance of our consolidated funds. As of December 31, 2007, we held investments, either directly or through
our managed investment funds, in 397 private equity funds, 58 companies and three sponsored debt funds.

Gains on investment securities, net, of $2.6 million in 2006 were primarily attributable to net gains of $6.4
million from two of our managed funds of funds, partially offset by a loss of $3.2 million due to the sale of
certain available-for-sale securities and net losses of $0.6 million from one of our managed funds of funds.
Included in the $2.6 million in net gains on investment securities are $5.9 million of net gains from distributions,
partially offset by losses of $3.2 million from the sale of certain available-for-sale securities and $0.1 million of
net losses from valuation adjustments.

The following table provides a summary of non-GAAP net gains on investment securities, net of minonty
interest:

! Year ended December 31,

Non-GAAP net gains on investment securities, net of minority : % Change % Change
interest (Dollars in thousands) 2007 2006 200772006 2005 200672005
GAAP net gains on investment securities . ........... $46,724 § 2,551 —% $ 4,307 (40.8)Y%
Less: amounts attributable to minority interests,

including carried interest .. ... ..o (35449) (5,032) 6045 (5,743 (12.4)
Non-GAAP net gains on investment securities, net of .

minority interest. ................ e $ 11,275 $ (2,481) (554.5)% $ (1.436) 72.8%

We believe that the above non-GAAP financial measure, when taken together with the corresponding
GAAP financial measure, provides meaningful supplemental information regarding our performance by
excluding certain items that represent income attributable 1o investors other than us and our subsidiaries. Qur
management uses, and believes that investors benefit from referring to, this non-GAAP financial measure in
assessing our operating results and when planning, forecasting and analyzing future periods. However, this
non-GAAP financial measure should be considered in addition to, not as a substitute for or superior to, financial
measures prepared in accordance with GAAP.

Foreign Exchange Fees ,

Foreign exchange fees represent the income differential between purchases and sales of foreign currency
exchange on behalf of our clients. Foreign exchange fees totaled $25.8 million in 2007, compared to
$21.0 million in 2006 and $17.9 million in 2005, The increase in foreign exchange fees in 2007 and 2006 reflect
higher notional volumes converted. Commissioned notional volumes were $6.13 billion in 2007, $4.14 billion in
2006 and $3.18 billion in 2005. Because our clients’ demand for foreign currency is driven by the purchase or
sale of goods and services, and because more than 70% of our trades occur in only three currencies (Euro,
Pound Sterling, and Canadian Dollar), the higher notional volumes reflect the impact of business conditions in
those countries or regions on our clients.

45




Gains on Derivative Instruments, Net

A summary of gains on derivative instruments, net, for 2007, 2006, and 2005 is as follows:

Year ended December 31,
% Change % Change
{Dollars in thousands} 2007 2006 2007/2006 2005 2006/2005
Gains (losses) on foreign exchange forward contracts,
net (1) . $ 958 § (219 (537.49)% $ 3410 (1064)%
Change in fair value of interest rate swap (2) ........... (499) (3,630) (86.3) — —
Equity warrant assets:
Gains on exercise, NEL . ... ..ot e 18,690 11,495 62.6 9,010 27.6
Change in fair value (3):
Cancellations and expirations .., ................. (2,643) (3,963) (33.3) (2,952 34.2
Other changes in fairvalue ..................... 7,429 14,266 479 (2,718) (624.9)
Total net gains on equity warrant assets (4) ............ 23476 21,798 7.7 3,340 552.6
Total gains on derivative instruments, net . .......... ... $23,935 $17,949 334% $6,750  165.9%

{1) Represents the change in the fair value of foreign exchange forward contracts executed on behalf of clients
and contracts with correspondent banks to economically reduce our foreign exchange exposure risk related
to certain foreign currency denominated loans. Revaluations of foreign currency denominated loans are
recorded on the line item “Other” as part of noninterest income, a component of consolidated net income.

(2) Represents the change in fair value of our interest rate swap agreement related to our junior subordinated
debentures. For 2007 and 2006, the amount represents the net change in the fair value hedge implemented in
April 2006, Prior to April 2006, the amount represents the cumulative change in market value of the interest
rate swap prior to its designation as a fair value hedge. Please refer to the discussion of our interest rate
swap agreement related to our junior suberdinated debentures in Note 14 (Derivative Financial Instruments)
of the “Notes to the Consolidated Financial Statements” under Part 11, Item 8 in this report.

(3) As of December 31, 2007, the Company held warrants in 1,179 companies, compared to 1,287 companies at
December 31, 2006 and 1,281 companies at December 31, 2005.

{4) Includes net gains on equity warrant assets ‘held by consolidated investment affiliates. Relevant amounts
attributable to minority interests are reflected in the consolidated statements of income under the caption
“Minority Interest in Net Income of Consolidated Affiliates™.

Gains on derivative instruments, net, totaled $23.9 million in 2007, compared to $17.9 million in 2006 and
$6.8 million in 2005. The increase of $6.0 million in 2007 was primarily due to gains on exercises of equity
warrant assets arising from merger and acquisition activities by certain companies in our warrant portfolio and
lower losses associated with the fair value hedge agreement for our junior subordinated debentures. These
increases were partially offset by lower gains recognized from valuation adjustments of our equity warrant assets.
The net gains on derivatives of $23.9 million for 2007 were due to $18.7 million in net gains from exercised
warrants and $5.2 million in net increase in fair value.

The increase of $11.1 million in 2006 was primarily due to favorable changes in the fair value of equity
warrant assets, which was partially offset by an unfavorable change in the fair value hedge agreement for our
junior subordinated debentures and a decrease in gains from foreign exchange forwards primarily used to reduce
our exposure to foreign currency denominated loans, '

The change in the fair value of equity warrant assets was primarily attributable to changes in the underlying
value of the client companies’ stock, changes in the value of the underlying assumptions used to value the equity
warrant assets including changes in the risk-free interest rate, changes in the volatility of market-comparable
public companies and changes in the expected life. The methodology used to calculate the fair value of equity
warrant assets has been applied consistently.
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The following table provides a summary of non-GAAP net gains on derivative instruments, net of minority
interest:

Year ended December 31,
Non-GAAP net gains on derivative instruments, net of minority interest % Change % Change
(Dollars in thousands) - 2007 2006 20072006 2005 200672005
GAAP net gains on derivative instruments ............... $23,935 $17.949 33.4% $ 6,750 1659%
Less: amounts attributable to minority interests (1) ........ (1,070) (4,297 (75.1) — —
Non-GAAP net gains on derivative instruments, net of
MINOTItY INIETESL .. .o\ vee ettt iiraeaeanne $22.865 $13,652 67.5% $ 6,750 102.3%

(1) Represents gains recognized from the exercise of warrants held by one of our sponsored debt funds.

We believe that the above non-GAAP financial measure, when taken together with the corresponding
GAAP financial measure, provides meaningful supplemental information regarding our performance by
excluding certain items that represent income aitributable to investors other than us and our subsidiaries. Our
management uses, and believes that investors benefit from referring to, this non-GAAP financial measure in
assessing our operating results and when planning, forecasting and analyzing future periods. However, this
non-GAAP financial measure should be considered in addition to, not as a substitute for or superior to, financial
measures prepared in accordance with GAAP.

Deposit Service Charges

Deposit service charges were $15.6 million in 2007, compared to $10.2 million in 2006 and $9.8 million in
2005. The increase in 2007 was primarily attributable to a decrease in our earnings credit rate obtained by chients
to offset deposit service charges, which was directly related to decreases in short-term market interest rates, as
well as an increase in fee rates and in the volume of transactions. The increase in 2006 was primarily attributable
to an increase in fee rates, partially offset by an increase in our earnings credit rate.

Corporate Finance Fees

Corporate finance fees were $14.2 million in 2007, compared to $11.6 million in 2006 and $22.1 million in
2005. The increase in 2007 was primarily a result of higher income from success fees recognized at SVB Alliant
driven by the completion of larger-sized deals. In July 2007, we reached a decision to cease operations of SVB
Alliant and SVB Alliant Europe Limited. We elected to have SVB Alliant complete a limited number of client
transactions before finalizing its shut-down. As of the date of this report, all such client transactions have been
completed. Othér than the completion of wind-down activities, we expect to cease operations by the end of the
first quarter of 2008,

The decrease of $10.5 million in 2006 was primarily driven by the completion of a lower number of deals,
principally as a result of changes in staffing at SVB Alliant that occurred in early 2006.
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Other Noninterest Income )

A summary of other noninterest income for 2007, 2006, and 2005 is as follows:

Year ended December 31,

% Change % Change
{Dollars in thousands) 2007 2006 2007/2006 2005  2006/2005
Fund managementfees ................... ..., ... .... $ 8,583 § 4,664 84.0% $ 3,436 357%
Creditcardfees ......... ... ... .. 5,802 4,564 271 3,691 23.7
Service-based feeincome ........ ... ... . ... oo, 5,356 970 4522 — —
Gains (losses) on foretgn exchange loans revaluation, net . .. 1,905 2,630 (239 1,699 (2577
0§ T3 10,667 10,687 (0.2) 7,974 340
Total other noninterest income .. ... ... .ot ienunen... $32,313 $23,565 37.1% $13,402 75.8%

Other income was $32.3 million in 2007, compared to $23.6 million in 2006 and $13.4 million in 2005. The
increase of $8.7 million in 2007 was primarily related to increases in fund management fees and service-based
fee income.

The increase in fund management fees of $3.9 million in 2007 was related to the full-year effect of
management fees recognized from two of our consolidated funds established in the third quarter of 2006, as well
as from an additional consolidated fund established in the second quarter of 2007. In 2007, we received
management fees from six consolidated funds, compared to five in 2006 and three in 2005.

The increase in service-based fee income of $4.4 million in 2007 was a result of increased activities from
our subsidiary, SVB Analytics, which commenced operations in the second quarter of 2006, and from eProsper,
which we acquired a majority ownership in during the third quarter of 2006, SVB Analytics’ revenues increased
by $2.7 million to $3.1 miltion in 2007, compared to $0.4 million in 2006, primarily as a result of an increase in
the number of clients to 340 in 2007, compared to 34 in 2006, eProsper’s revenues increased by $1.7 million to
$2.3 million in 2007, compared to $0.6 million in 2006, primarily as a result of consolidating a full year of
revenue in 2007.

Noninterest Expense

Year ended December 31,
% Change % Change

(Dollars in thousands) 2007 2006 2007/2006 2005 2006/2005
Compensation and benefits ...................... $213,892 $188,588 13.4% $163,590 15.3%
Professional services ......ccvivirn oo 32,905 40,791 (19.3) 28,729 42.0
NetOCCUPANCY .. v ottt i e e e et 20,829 17,369 19.9 16,210 7.1
Premises and equipment .. ........ ... ... ... ... 19,756 15,311 29.0 12,824 19.4
Impairment of goodwill ............. ... ... .. ... 17,204 18,434 6.7 — —
Business development and travel ................. 12,263 12,760 (3.9) 10,647 19.8
Correspondent bank fees ........................ 5,713 5,647 1.2 5,530 2.1
Telephone ... ..ot 5,404 4,081 324 3,703 10.2
Data processing services . ... ..., 3,841 4,239 94) 4,105 33
{Reduction of) provision for unfunded credit

Y1111 181141 17=01] ¢ {(1,207) (2.461) (51.0) 927  (365.5)
Other ... e 15,869 17,744 (10.6) 13,595 30.5
Total nONINtErest EXPENSE . ... .ovvrrreceeenrnnn. $346,469 $322,503 7.4% $259,860 24.1%
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Included in noninterest expense is expense that is attributable to minority interests. As part of our funds
management business, we recognize the entire income or loss from funds where we own significantly less than
100%. We are required under GAAP to consolidate 100% of the results of the funds that we are deemed to
control. Similarly, we are required under GAAP to consolidate the results of eProsper, of which we own 65%.
The relevant amounts attributable to investors other than us are reflected under “Minority Interest in Net Income
of Consolidated Affiliates”. Our net income includes only the portion of income or loss that is attributable to our
ownership. The table below provides a summary of non-GA AP noninterest expense, net of minority interest:

Year ended December 31,
Non-GAAP noninterest expense, net of minority interest % Change % Change
(Dollars in thousands) 2007 2006 2007/2006 2005 2006/2005
GAAP noninterest eXpense . ............coveun.-. $346,469 $322,503 74% $259,860 24.1%
Less: amounts attributable to minonity interests ... ... (10,681) (5,887) 814 (3,840) 533
Non-GAAP noninterest expense, net of minority
F14] 053 (= S G :$_335,788 $316,616 6.1% $256,020 23.7%

We believe that the above non-GAAP financial measure, when taken together with the corresponding
GAAP financial measure, provides meaningful supplemental information regarding our performance by
excluding certain items that represent income attributable to investors other than us and our subsidiaries. Our
management uses, and believes that investors benefit from referring to, this non-GAAP financial measure in
assessing our operating results and when planning, forecasting and analyzing future periods. However, this
non-GAAP financial measure should be considered in addition to, not as a substitute for or superior to, financial
measures prepared in accordance with GAAP.

Compensation and Benefits

Compensation and benefits expense totaled $213.9 million in 2007, compared to $188.6 million in 2006 and
$163.6 million in 2005. The increase in compensation and benefits expense of $25.3 million in 2007 was largely
due to higher incentive compensation costs related to our strong financial performance, as well as increases in the
number of average full-time equivalent (“FTE”) employees and higher rates of employee salaries and wages,
partially offset by a decrease in share-based payment expense due to a decrease in stock option grants. The
average number of FTE personnel was 1,145 in 2007, compared to 1,087 in 2006 and 1,029 in 20035. Share-based
compensation expense totaled $14.9 million in 2007, compared to $21.3 million in 2006 and $7.1 million in
2005.

Our compensation plans primarily consist of the Incentive Compensation Plan, Direct Drive Incentive
Compensation Plan, SVB Financial Group 401(k) and Employee Stock Ownership Plan (“ESOP™), Retention
Program and Warrant Incentive Plan. Total costs incurred under the above plans were $67.4 million in 2007,
compared to $41.] million in 2006. The increase of $26.3 million was primarily related to a $25.8 million
increase in our incentive compensation expense, a $2.9 million increase in our 401(k) and ESOP expense, a $1.9
million increase in direct drive compensation expense and a $1.1 million increase in retention compensation
expense. These increases were partially offset by a $5.6 million decrease in incentive compensation expense to
SVB Alliant employees, as a result of our decision to cease operations at SVB Alliant as announced in July 2007.

The increase of $25.0 million in compensation and benefits expense in 2006 was largely due to increases in

average FTE employees, higher rates of employee salaries and wages and an increase in share-based payment
expense, partially offset by a decrease in contributions to our incentive compensation plan.
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Professional Services

Professional services expense totaled $32.9 million in 2007, compared to $40.8 miltion in 2006 and
$28.7 million in 2005. The decrease of $7.9 million in 2007 and increase of $12.1 million in 2006 was primarily
related to consulting costs incurred in 2006 as part of ongoing efforts to enhance and maintain compliance with
various regulations as well as expenses associated with certain information technology (“IT”) projects.

Net Occupancy

Net occupancy expense totaled $20.8 million in 2007, compared to $17.4 million in 2006 and $16.2 million
in 2005. The increase of $3.4 million in 2007 was primarily due to $1.7 million of lease exit costs related to
consolidation of offices aimed at improving synergy and efficiency across business units and entry into new
domestic office lease agreements. The increase of $1.2 million in 2006 was primarily due to the opening of our
administrative facility in Salt Lake City in May 2006.

Premises and Equipment

Premises and equipment expense totaled $19.8 million in 2007, compared to $15.3 million in 2006 and
$12.8 million in 2005. The increase in 2007 was primarily related to depreciation of new IT systems, office
relocations and from the write-off of an IT loan fee amortization system. The increase in 2006 was primarily
related to the opening of our administrative facility in Salt Lake City, office relocations and IT initiatives.

Impairment of Goodwill

In connection with our annual assessment of goodwill of SVB Alliant in the second quarters of 2007 and
2006, we recognized impairment charges of $17.2 million and $18.4 million, respectively, due to impairment of
goodwill. The impairment resulted from changes in our outlook for SVB Alliant’s future financial performance.
At December 31, 2007, no goodwill remained in SVB Alliant. In July 2007, we reached a decision to cease
operations at SVB Alliant.

Business Development and Travel Expense

Business development and travel expense totaled $12.3 million in 2007, compared to $12.8 million in 2006
and $10.6 million in 2005. The increase of $2.2 million in 2006 was attributable to an increase in business
development by all of our business units.

Telephone

Telephone expense totaled $5.4 million in 2007, compared to $4.1 million in 2006 and $3.7 miltion in 2005.
The increase of $1.3 million in 2007 was primarily attributable to IT network upgrades.,

{Reduction of) Provision for Unfunded Credit Commirments

We calculate the provision for unfunded credit commitments based on the credit commitments outstanding,
as well as the credit quality of our credit commitments. We recorded a reduction of provision of $1.2 million to
the liability for unfunded credit commitments in 2007, compared to a reduction of provision of $2.5 million in
2006 and a provision of $0.9 million in 2005. The reduction of provision of $1.2 million in 2007 was primarily a
result of the positive impact of the decrease in our allowance for loan losses as a percentage of gross loans, which
decreased by nine basis points from 1.22 percent in 2006 to 1.13 percent in 2007. This positive impact was
partially offset by an increase in our total unfunded credit commitments, which increased by $880.2 million to
$4.94 billion in 2007, compared to $4.06 billion in 2006. The reduction of provision in 2007 and 2006 reflects

50




our historical credit quality experience. We continue to experience low levels of charge-offs and as our loss
experience improved, we have reduced our allowance for loan losses, as a percent of total gross loans.

Other Noninterest Expense

Other noninterest expense largely consisted of postage and supplies expense, tax credit fund amortization
expense, dues and publications expense and insurance and protections expense. Other noninterest expense totaled
$15.9 million in 2007, compared to $17.7 million in 2006 and $13.6 million in 2005. The decrease of
$1.8 million in 2007 was primarily related to a $1.8 million charge recorded during the second quarter of 2006 in
connection with the settlement of a litigation matter and a $1.0 million decrease in advertising and promotion
expenses, partially offset by a $1.4 million loss recorded in the second quarter of 2007 related to the sale of
foreclosed property classified as Other Real Estate Owned (“OREQ”). The increase of $4.1 million in 2006 was
primarily related to the $1.8 million litigation charge and an increase of $0.9 million related to postage and
supplies expense.

Minority Interest in Net Income of Consolidated Affiliates

Minority interest in net income of consolidated affiliates is primarily related to the minority interest holders’
portion of investment gains or losses and management fees in our managed funds (see Note 7 (Investment
Securities) of the “Notes to the Consolidated Financial Statements™ under Part 11, Item 8 in this report.)

Year ended December 31,
% Change % Change
(Dollars in thousands) 2007 2006 2007/2006 2005 2006/2005
Net interestincome (1) o0 oo iieernn ot $ 1,296 § 2,292 43.5% $ 1,169 96.1%
Noninterest income (1} ... ... i, 35,504 9,903 2585 6,067 63.2
Noninterestexpense {1) .. ..ot {10,681y  (5.887) 81.4 (3,840) 533
Carriedinterest (2) ... ... i s 2,477 — — — —
Minority interest in net income of consolidated
affiliates ... ... o e $28,506 % 6308 353.3% $ 3,396 85.7%

(1) Represents minority interest share in net interest income, noninterest income, and noninterest expense of
consolidated affiliates.

(2) Primarily represents the preferred allocation of income earned by the general partner managing one of our
sponsored debt funds.

Minority interest in net income of consolidated affiliates was $28.6 million in 2007, compared to
$6.3 million in 2006 and $3.4 million in 2005. Minority interest in net income of consolidated affiliates of
$28.6 million for 2007 was primarily due to noninterest income of $35.5 million, largely due to net investment
gains from our consolidated funds, partially offset by noninterest expense of $10.7 million primarily related to
management fees paid by our managed funds to the general partners at SVB Capital for funds management.

Income Taxes

Our effective tax rate for 2007 was 41.24 percent, compared to 42.45 percent in 2006 and 39.63 percent in
2005. The decrease in the tax rate in 2007 was primarily attributable to the tax impact of lower amounts of
non-deductible share based payment expense on overall pre-tax income. The increase in the tax rate in 2006 was
primarily attributable to the tax impact of higher amounts of non-deductible share-based payments on our overall
pre-tax income.
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On January 1, 2007, we adopted the provisions of FIN 48, which clarifies the accounting for uncertainty in
income taxes recognized in the entity’s financial statements in accordance with SFAS No. 109. Our adoption of
FIN 48 did not result in a cumulative effect adjustment to retained earnings.

The total amount of unrecognized tax benefits at January 1, 2007 was $1.1 million, the recognition of which
would reduce our income tax expense by $0.3 million.

We recognize interest and penalties related to unrecognized tax benefits as a component of operating
expenses. Total accrued interest and penalties al January 1, 2007 were immaterial. At December 31, 2007, our
unrecognized tax benefits remained at $1.1 million, which if recognized, would reduce our income tax expense
by $0.3 million. Total accrued interest and penalties at December 31, 2007 were $0.1 million,

Operafing Segment Results

In accordance with SFAS No, 131, we report segment information based on the management approach. The
management approach designates the internal reporting used by managemenf for making decisions and assessing
performance as the source of our reportable segments. For reporting purposes, SVB Financial Group has four
operating segments in which we report our financial information in this report: Commercial Banking, SVB
Capital, SVB Alliant and Other Business Services. Please refer to the discussion of our segment organization
under “Business—Business Overview’ under Part I, Item 1 in this report.

Our primary source of revenue is from net interest income, which is the difference between interest earned
on loans, net of funds transfer pricing (“FTP”), and interest paid on deposits, net of FTP. FTP is an internal
measurement framework designed to assess the financial impact of a financial institution’s sources and uses of
funds. It is the mechanism by which an earnings credit is given for deposits raised, and an earnings charge is
made for funded loans. Accordingly, our segments are reported using net interest income, net of FTP. We also
evaluate performance based on noninterest income and noninterest expense, which are presented as components
of segment operating profit or loss. Allocated expenses are noninterest expenses allocated from corporate support
functions to the business units and include facility costs, general administrative and operational overhead
expenses, which include compensation and benefit costs. We do not allocate income taxes to our segments,
Additionally, our management reporting model is predicated on average asset balances; therefore, period-end
asset balances are not presented for segment reporting purposes. Total average assets equal the greater of total
average assets or the sum of total average deposits and total average stockholders’ equity for each segment. The
following is our segment information for 2007, 2006 and 2005.

Income generated by banking services and financial solutions provided to private equity clients is included
under the Commercial Banking segment effective January 1, 2007. Prior to January 1, 2007, it was included in
the SVB Capital segment. Income generated by SVB Wine Division is included under the Other Business
Services segment effective July 1, 2007. Prior to July 1, 2007, it was included in the Commercial Banking
segment. All prior period amounts have been reclassified to conform to current peried presentations.
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Commercial Banking

Year ended December 31,

% Change % Change
{Dollars in thousands) 2007 2006 2007/2006 2008 200672005
Net interest iCOme . ... v oo e ieene e cnnnnnns $ 339862 § 296,722 145% $ 236918 25.2%
(Provision for) recovery of loan losses ........ {11,016) (6,306) 74.7 996  (733.1)
Noninterest inCOME . . ..ottt iiee i neennn. 138,466 103,423 339 86,757 19.2
Noninterest eXpense . ... .c.oveevvr v rneenn.. (241,719  (223,708) 8.1 (181,937) 23.0
Income before income tax expense ........... $ 225,593 § 170,131 32.6 $ 142,734 19.2
Total average loans .. .............covvann $2,679,322  $2,134,901 25.5 $1,736,273 23.0
Total average assets .............ceevvnven. 4,217,228 4,161,089 1.3 4,405,636 (5.6)
Total average deposits .. ........vveurrvnan- $3,689,478 53,677,140 03% $3,956,210 (7.1)%

Commercial Banking’s (“CB”) nét interest income increased by $43.1 million in 2007, compared to 2006,
primarily related to an increase in income from CB’s loan portfolio and an increase in income from earnings
credit received on deposit products. The increase in income from CB’s loan portfolio was primarily related to
loan growth, which positively impacted net interest income by $33.6 million, as a result of our increased focus on
serving later-stage technology clients and private equity clients. Earnings credit received on deposits increased
by $7.9 million, primarity from interest rate increases from the full-year effect of short-term market interest rate
increases in 2006, in response to Federal Reserve rate increases, partially offset by rate decreases in late 2007.
The increase in earnings credit received on deposits also reflects the initial impact of our money market deposit
product for early stage clients introduced in May 2007 and our Eurodollar sweep deposit product introduced in
late October 2007.

. Noninterest income increased by $35.0 million in 2007, compared to 2006, primarily related to solid fee
income growth, largely driven by a $7.6 million increase in client investment fees, a $5.1 million increase in
foreign exchange fees and a $5.2 million increase in deposit service charges. The increase in fee income was
primarily a result of our continued focus on servicing later-stage technology clients and private equity clients. In
addition to fee income, CB recognized $15.0 million in higher net gains from the exercise of equity warrant
assets, arising from merger and acquisition activities and initial public offerings of stock by certain companies in
CB’s warrant portfolio. We receive equity warrant assets in certain client companies as part of negotiated credit
facilities and other client services. d '

Noninterest expense increased by $18.0 million in 2007, compared to 2006, primarily related to an increase
in compensation and benefits expense, both through direct employees of CB’s operations, as well as through
allocated expenses from support groups. The increase in compensation and benefits expense was primarily a
result of increased incentive and direct drive compensation expense due to better than expected overall financial
performance for SVB Financial Group and from increases in the average number of FTE employees at CB,
which increased to 686 in 2007, compared to 639 in 2006.

CB’s net interest income increased by $59.8 million in 2006, compared to 2005, primarily driven by higher
loan volumes, as a result of our increased focus on serving middle-market clients and improvement n economic
activity in the markets served by us, as well as an increase in the earnings credit received on deposits, primarily
driven by increases in short-term market interest rates in response to Federal Reserve rate increases in 2006. The
increase in earnings credit received on deposits from rate increases were partially offset by a decrease in average
deposit volumes, which we believe was primarily due to clients seeking higher returns on deposits as a result of
increases in short-term market interest rates.

Noninterest income increased by $16.7 million in 2006, compared to 2005, primarily related to solid fee

income growth, largely driven by a $10.7 million increase in client investment fees and a $3.9 million increase in
foreign exchange fees.
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Noninterest expense increased by $41.8 million in 2006, compared to 2005, primarily related to an increase
in compensation and benefits expense, both through direct employees and allocated expenses from support
groups. The increase in compensation and benefits expense was primarily the result of share-based payment
expenses recotded from the adoption of SFAS No. 123(R) and from consulting expenses related to compliance
mitiatives.

SVB Capital
Year ended December 31,

% Change % Change
(Dollars in thousands) T 2007 2006 2007/2006 2005 2006/2005
Neétinterest iInCOme ..............cvuvernrenn... $ 646 § 772 (16.3% $ 819 (53.7%
Noninterest INCOME . . ... .ot it i e 20,763 10,258 102.4 4.406 132.8
Noninterest EXPEnSe ... ... vvrine s e innnnnnnns (14,612) (10,328) 41.5 (10,938) (5.6)
Income (loss) before income tax expense ........... $ 6797 $ 702 8682 % (5,713) (112.3)
Total average assets ... ... i ennnnnnn.., $292.446 $212,454 37.7% $148.282 43.3%

SVB Capital’s components of noninterest income primarily include net gains (losses) on investment
securities, net of minority interest, fund management fees and net gains (losses) on derivative instruments, net of
minority interest. We expect continued variability in the performance of our consolidated funds.

Noninterest income increased by $10.5 million in 2007, compared to 2006, primarily related to increases in
net gains on investment securities and fund management fees, partially offset by lower net gains on derivative
instruments. Net gains on investment securities, net of minority interest, totaled $13.2 million in 2007, compared
to net gains of $0.6 million in 2006. The net gains on investment securities of $13.2 million in 2007 were
primarily related to solid investment securities gains from two of our sponsored debt funds and from two of our
managed funds of funds. The increase in fund management fees of $3.9 million in 2007 was primarily related to
the full-year effect of management fees recognized from SVB Strategic Investors Fund III, LP and SVB Capital
Partners II, LP, which were established in the third quarter of 2006, as well as from SVB India Capital Partners I,
LP, which was established in the second quarter of 2007, We managed six funds in 2007, compared to five funds
in 2006, and received fund management fees of $8.6 million and $4.7 million in 2007 and 2006, respectively. Net
gains on derivative instruments, net of minority interest, totaled $1.1 million in 2007, compared to $4.3 million in
2006. Net gains on derivative instruments of $1.1 million in 2007 were primarily related to net gains from the
exercise of warrants, arising from merger and acquisition activities and initial public offerings from one of our
sponsored debt funds, The decrease in net gains on derivative instruments of $3.2 million in 2007, compared to
2006 was primarily due to higher net gains recognized from the exercise of warrants from one of our sponsored
debt funds in 2006.

Noninterest expense increased by $4.3 million in 2007, compared to 2006, primarily related to an increase in
compensation and benefits expense. The increase in compensation and benefits expense was primarily a resuit of
increased incentive compensation expense due to better than expected financial performance overall by SVB
Financial Group and from increases in the average number of FTE employees at SVB Capital, which increased to
34 in 2007, compared to 28 in 2006.

As we continue to build our funds management business, we expect noninterest income, noninterest
expense, and total assets associated with these fund investments to continue to increase.

Noninterest income increased by $5.9 million in 2006, compared to 2005, primarily related to increases in
fund management fees and net gains on derivative instruments. Net gains on investment securities, net of
minority interest, totaled $0.6 million in 2006 and 2005. The net gains on investment securities of $0.6 million in
2006 was primarily related to net gains of $0.6 mitlion from one of our managed funds of funds. The increase in
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fund management fees of $1.3 million in 2006 was primarily related to the addition of SVB Strategic Investors
Fund I1I, LP and SVB Capital Partners [1, LP, which were established in the third quarter of 2006. We managed
five funds in 2006, compared to three funds in 2005, and received fund management fees of $4.7 million and
$3.4 million in 2006 and 2005, respectively. Net gains on derivative instruments, net of minority interest, totaled
$4.3 million in 2006. There were no gains on derivative instruments recognized in 2005. Net gains on derivative
instruments of $4.3 million in 2006 were primarily related to net gains from the exercise of warrants, arising
from merger and acquisition activities and initial public offerings from one of our sponsored debt funds.

SVB Alliant
Year ended December 31,

%o Change % Change
{Dollars in thousands) 2007 2006 2007/2006 2005 2006/2005
Net interest iNCOME .. .. vu vt r et iiaanas § 84 & 752 13.6% % 336 123.8%
NONINtEreSt INCOME .4 v v v v v et e ciene s 14,141 11,640 21.5 22,064 (47.2)
Noninterest expense, excluding impairment of

goodwill ... ... (14,913) (22,8000 (34.6) (22,575 1.0

Impairment of goodwill ............ ... it (17,204) (18,434} 6.7 - —
Loss before income tax expense ................... §i(17,122) $(28.842y  (40.6) $ (175 —
Total average assets .. ...t $ 53,367 § 67,503 (209) § 74498 (9.4)
Goodwill atperiodend ...... ... ... ... .. ...... $ — $17.204 (100.0)% $ 35,638 (51.7)%

We reached a decision in July 2007 to cease operations at SVB Alliant. We elected to have SVB Alliant
complete a limited number of client transactions before finalizing its shut-down. As of the date of this report, all
such client transactions have been completed. Other than the completion of wind-down activities, we expect to
cease operations by the end of the first quarter of 2008.

SVB Alliant’s noninterest income increased by $2.5 million in 2007, compared to 2006, primarily as a result
of higher income from success fees recognized at SVB Alliant driven by the completion of larger-sized deals.

Noninterest expense, excluding impairment of goodwill, decreased by $7.9 million in 2007, compared to
2006, primarily due to a decrease in compensation and benefits, specifically salaries and wages expense, in
connection with our decision to cease operations at SVB Alliant.

We recognized goodwill impairment charges of $17.2 million and $18.4 million in 2007 and 2006,
respectively, based on our annual impairment analyses performed during the second quarters of each year. At
December 31, 2007, no goodwill balance remained at SVB Alliant.

SVB Alliant’s noninterest income decreased by $10.4 million in 2006, compared to 2005, primarily driven
by the completion of a lower number of deals, principally as a result of changes in staffing at SVB Alliant that
occurred in early 2006.
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Other Business Services

Year ended December 31,

% Change % Change
{Dollars in thousands) 2007 2606 2007/2006 2605 2006/2005
Net interest INCOME . . ... veerne i neeneannn ... $35244 $ 33370 5.6% $ 26,817 24.4%
(Provision for) recovery of loan losses ............. (1,236) 2,391 (151.7) 2,187y (209.3)
NONINErest iNCOME . ..ottt vt e e e ineee i 7.601 4,011 89.5 3,018 10.9
Noninterest eXpense . .......cccuevnnenenanannns (45,059 (32,211) 39.9 (27,502) 17.1
{Loss) income before income tax expense ......... L% (3450) § 7561 (1456) $ 746 9135
Total average loans ...........ccoevneerneeann.. $807,771 $715,515 12.9  $624,955 14.5
Total average assels . . ... ... oo 907,353 801,087 13.3 674,638 18.7
Total average deposits . ........ .. ... ..o ... 257208 222448 15.6 186,105 19.5
Goodwillatperiodend ........... ... ... ..... $ 4,092 $ 4,092 —% $ — —p

QOur Other Business Services group includes SVB Private Client Services, SVB Global, SVB Analytics, and
SVB Wine Division.

Net Interest Income — Other Business Services

Year ended December 31,

% Change % Change
(Dollars in thousands) 2007 2006 2007/2006 2005 2006/2005
SVB Private Client Services ................... $ 15,037 $ 13,545 11.0% = $ 10938 23.8%
SVBGlobal ... ..... ... ... o i 7,188 5,679 26.6 2,294 147.6
SVBAnalytics .. ... (143) (48) 1979 : — -—
SVBWineDivision .. ........................ 13,162 14,194 1.3 13,585 4.5

Total Qther Business Services .. ... vvven. .. % 35244 & 33,370 5.6% $ 26,817 24.4%

The increases in net interest income of $1.9 million in 2007, compared to 2006, and $6.6 million in 2006,
compared to 2005, were primarily due to increases for SVB Private Client Services and SVB Global. The
increase in net interest income for SVB Private Client Services was primarily due to increased average loan
balances due to an increased focus on providing loan solutions to partaers of private equity firms. The increase in
net interest income for SVB Global was primarily due to an increase in average deposits as a result of increased
investment activity by our clients as well as growth in the number of new international venture funds.

Noninterest Income — Other Business Services

Year ended December 31,

% Change % Change
(Dollars in thousands) 2007 2006 2007/2006 2005 2006/2005
SVB Private Client Services ..................... $ 803 $ 1,386 (421)% $ 2,525 (45.1)%
SVBGlobal ... . 1,413 1,202 17.6 563 113.5
SVBAnalytics .., ....... ..., 4,556 764 496.3 — —
SVBWineDivision .. ...... ...t 829 659 258 530 24.3
Total Other Business Services . ... ............... $ 7601 $ 4,011 890.5% $ 3,018 10.9%

The increase in noninterest income of $3.6 million in 2007, compared to 2006, was primarily due to
increases for SVB Analytics, which commenced operations in the second quarter of 2006, and from its
subsidiary, eProsper, which we acquired a majority ownership of in the third quarter of 2006. These increases
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were partially offset by a decrease in noninterest income for SVB Private Client Services. SVB Analytics’
revenues increased by $2.7 million to $3.1 million in 2007, compared to $0.4 million in 2006, primarily as a
result of an increase in the number of clients to 340 clients in 2007, compared to 34 in 2006. eProsper’s revenues,
net of minority interest, increased by $1.1 million to $1.5 million in 2007, compared to $0.4 million in 2006,
primarily as a result of consolidating a full year of revenue in 2007. The decrease in noninterest income for SVB
Private Client Services in 2007 was primarily due to the sale of its subsidiary, Woodside Asset Management, Inc.
in early 2006.

The increase in noninterest income of $0.4 million in 2006, compared to 2005, was primarily due to
increases for SVB Analytics, and from its subsidiary, eProsper, partiaily offset by a decrease in noninterest

income for SVB Private Client Services from the sale of Woodside Asset Management, Inc.

Noninterest Expense — Other Business Services

Year ended December 31,

% Change % Change
(Dollars in thousands) 2007 2006 2007/2006 2005 2006/2005
SVB Private Client Services .. ....cvverriieenniiennn $11,948 $11,266 6.1% $12,502 (9.9%
SVBGlobal .. ... e e 11,440 6,526 75.3 5,531 18.0
SVBARalytics ... ...oovvvviii i e 8,563 2,899 1954 — —
SVBWineDivision ............. i 13,108 11,520 13.8 9,469 21.7
Total Other Business Services ... ... vvvviroenoann. $45,059 $32,211 399% $27,502 17.1%

The increase in noninterest expense of $12.8 million in 2007, compared to 2006, was primarily due to
increases for SVB Global and SVB Analytics. Expenses for SVB Analytics, which includes eProsper’s expenses,
increased primarily as a result of the development of this division as operations commenced in the second and
third quarters of 2006, respectively. The increase in SVB Global’s expense was primarily related to an increase in
compensation and benefits expense, both through direct employees of SVB Global’s operations, as well as
through allocated expenses from support groups. The increase in compensation and benefits expense was
primarily a result of increased incentive compensation expense due to better than expected overall financial
performance for SVB Financial Group.

The increase in noninterest expense of $4.7 million in 2006, compared to 2005, was primarily due to
increases in expenses for SVB Analytics and the SVB Wine Division. The increase in SVB Analytics is a result
of commencement of operations in 2006. The increase for the SVB Wine Division was primarily due to an
increase in compensation and benefits expense through allocated expenses from support groups. The increase in
compensation and benefits expense was primarily a result of increased incentive and direct drive compensation
expense due to better than expected financial performance overall for SVB Financial Group.

Consolidated Financial Condition

Our total assets were $6.69 billion at December 31, 2007, an increase of $611.0 million, or 10.0 percent,
compared to $6.08 billion at December 31, 2006.

Securities Purchased under Agreement to Resell, and Other Short-Term Investments

Interest earning deposits, securities purchased under agreement to resell and other short-term investments
totaled $358.7 million at December 31, 2007, an increase of $119.4 million, or 49.9 percent, compared to
$239.3 million at December 31, 2006. The increase in 2007 was primarily due to higher levels of other short-term
investments of $50.7 million and an increase in interest-earning deposits of $47.2 million, as a result of higher
levels of deposit balances, which increased by $553.6 million to $4.61 billion at December 31, 2007, compared
to $4.06 billion at December 31, 2006.
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Investment Securities

Investment securities totaled $1.60 billion at December 31, 2007, a decrease of $89.8 million, or 5.3 percent,
compared to $1.69 billion at December 31, 2006. The decrease in investment securities was primarily related to a
$186.3 million decrease in our available-for-sale securities portfolio, primarily due to scheduled marturities and
regular prepayments within our portfolio. This decrease was partially offset by a $96.5 million increase in
non-marketable securities primarily due to continued investments by SVB Capital. The following table presents a
profile of our investment securities portfolio at December 31, 2007, 2006 and 2005:

December 31,
(Dollars in thousands) 2007 20606 2005
Available-for-sale securities, at fair value:
U.S. Treastry SECUrities ... ...t truemnne e $ 20,128 $ 29712 § 29,700
U.S. agencies and corporations:
Collateralized mortgage obligations . ......... ... ... ........ 536,383 629,677 812,644
Mortgage-backed securities ......... ... ... . 390,978 429,156 499,452
US.agency debentures ............. .0 i, 161,080 230,823 263,894
Asset-backed securities .. ....... .. ... . e — — 97,481
Commercial mortgage-backed securities ....................... 61,290 69,375 69,426
Obligations of states and political subdivisions .................. 81,855 56,453 77.423
Marketable equity securities ........ ... .. ... . .. 7,391 257 633
Venture capital fund investments ......... .. .. oL 1 2 2
Total available-for-sale securities ... ........... . ... . o irn... 1,259,106 1,445,455 1,850,655
Non-marketable securities (investment company fair value accounting):
Private equity fund investments (1) ......................... 194,862 126,475 81,280
Other private equity investments (2} ............... ... ... 45,907 32913 26,782
Other investments (3) . ... ..ttt ittt e 14,636 15,394 25,300
Non-marketable securities (equity method accounting):
Otherinvestments (4) . ........... . . ... 21,299 15,710 10,985
Low income housing tax creditfunds . ....................... 24,491 22,664 11,682
Non-marketable securities (cost method accounting):
Private equity fund investments (5) ......................... 35,006 27,711 26,924
Other private equity investments . ........... ... ..., 7,267 5,961 3,662
Total INVESIMENT SECULILIES . . o . vttt e et et e e et e e e e e $1,602,574 $1,692,343 §$2.,037,270

(1) Private equity fund investments (funds of funds) at December 31, 2007, 2006 and 2005 include the
following investments:

December 31, 2007 December 31, 2006 - December 31, 2005
{Dollars in thousands) Amount Ownership% Amount Ownership% Amount Ownership%
SVB Strategic Investors Fund, LP ... .. $ 68744 126% $ 65977 126% $ 58,699 12.6%
SVB Strategic Investors Fund ILL LP ... 81,382 8.6 47,668 8.6 22,069 8.6
SVB Strategic Investors Fund III, LP .. 44,736 5.9% 12,830 6.5% 512 100.0%
Total private equity fund
INVestments ..............cc..... $194,862 $126,475 $ 81,280
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(2) Other private equity investments (co-investment funds) at December 31, 2007, 2006 and 2005 include the
following investments:

December 31, 2007 December 31, 2006 December 31, 2005
(Dollars in thousands) Amount Ownership% Amount Ownership% Amount Ownership%
Silicon Valley BancVentures, LP .. ... $28,068 10.7% $29,388 10.7% §26,782 10.7%
SVB Capital Partners i, LP (i) ....... 14,458 5.1 3,525 8.5 — —_—
SVB India Capital Partners L, LP ... .. 3,381 13.9% — —% — —%
Total other private equity
INVESIMENLS . ... v $45,907 $32,913 $26,782

(i) At December 31, 2007, we had a direct ownership interest of 1.3% and an indirect ownership interest
of 3.8% in the fund through our ownership of SVB Strategic Investors Fund II, LP.

(3) Other investments within non-marketable securities (investment company fair value accounting) include our
ownership in Partners for Growth, LP, a sponsored debt fund, At December 31, 2007, 2006 and 2005 we
had a majority ownership interest of approximately 50.0% in the fund. Partners for Growth, LP is managed
by a third party and we do not have an ownership interest in the general partner of this fund.

(4) Other investments (sponsored debt funds) within non-marketable securities (equity method accounting) at
December 31, 2007, 2006, and 2005 include the following investments:

December 31, 2007 December 31, 2006 December 31, 2005

{Dollars in thousands) Amount Ownership% Amount Ownership% Amount Ownership%
Gold Hill Venture Lending

Partners 03, LLC .................. $ 8,161 90.7% % 6,941 90.7% $ 5,616 90.7%
Gold Hill Venture Lending 03, LP (1) .... 7,754 9.3 6,565 9.3 5,369 93
Partners for GrowthILLP ............. 5,384 24.2% 2,204 24.2% — 22.9%
Total other investments ............... $21,299 315710 $10,985

(i) At December 31, 2007, we had a direct ownership interest of 4.8% in the fund. In addition, at
December 31, 2007, we had an indirect ownership interest of 4.5% in Gold Hill Venture Lending 03,
LP and its parallel funds through our ownership of Gold Hill Venture Lending Partners 03, LLC.

(5) Represents investments in 324, 302 and 277 private equity funds at December 31, 2007, 2006 and 2005,
respectively, where our ownership interest is less than 5%,

Available-for-Sale Securities

Our fixed income investment portfolio is managed to maximize portfolio yield over the long-term in a
manner consistent with our liquidity, credit diversification and our asset/liability strategies. All securities in our
fixed income investment portfolio are currently held as available-for-sale. Available-for-sale securities totaled
$1.26 billion at December 31, 2007, a decrease of $186.3 million, or 12.9 percent, from $1.45 billion at
December 31, 2006, which decreased $405.2 million, or 21.9 percent, from $1.85 billion at December 31, 2005,
The decreases in 2007 and 2006 were due primarily to principal prepayments on mortgage-backed securities and
collateralized mortgage obligations and scheduled maturities of U.S. agency debentures. Additionally, during the
second quarter of 2006, we sold $119.1 million of selected lower-yielding investments. The decrease in 2007 was
partially offset by an increase of $25.4 million in investments of obligations of states and political subdivisions
and an increase of $7.1 million in our marketable equity securities portfolio, which are equity warrant assets that
have been exercised into publicly-traded shares. The duration of our fixed income investment portfolio was 2.3
years at December 31, 2007, compared to 2.5 years at December 31, 2006 and 2.6 years at December 31, 2005.
We did not hold any mortgage-backed securities collateralized by sub-prime mortgage loans in 2007, 2006 or
2005.
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Non-Marketable Securities

Non-marketable securities primarily represent investments managed by SVB Capital as part of their funds
management business and include funds of funds, co-investment funds and sponsored debt funds, as well as
direct equity investments. Non-marketable securities of $343.5 million at December 31, 2007 increased by
$96.6 million or 39.1 percent, from $246.9 million in 2006, which increased by $60.3 million or 32.3 percent,
from $186.6 million in 2005.

The increase in non-marketable securities of $96.6 million in 2007 was primarily related to a $68.4 million
increase in private equity fund investments accounted for using investment company fair value accounting and a
$13.0 million increase in other private equity investments accounted for using investment company fair value
accounting. The increase of $68.4 million in private equity fund investments was due to additional investments
made by each of our managed funds, with particular growth in SVB Strategic Investors Fund II, LP and SVB
Strategic Investors Fund III, LP. The increase of $13.0 million in other private equity investments related
primarily to additional investments from SVB Capital Partners II, LP and investments from SVB India Capital
Partners I, L.P.

The increase in non-marketable securities of $60.3 million in 2006 was primarily related to an increase in
private equity fund investments accounted for using investment company fair value accounting of $45.2 million,
an increase of $6.1 million in other private equity investments accounted for using investment company fair
value accounting and an increase of $4.7 million in other investments accounted for using equity method
accounting, partially offset by a $9.9 million decrease in other investments accounted for using investment
company fair value accounting. The increase of $45.2 million in private equity fund investments was due to
additional investments made by our managed funds, SVB Strategic Investors Fund, LP, SVB Strategic Investors
Fund 1I, LP and SVB Sirategic Investors Fund III, LP. The increase of $6.1 million in other private equity
investments was due to investments from SVB Capital Partners 1I, LP and additional investments from Silicon
Valley BancVentures, LP, The increase of $4.7 million in other investments was primarily related (o investments
from Partners for Growth H, LP as well as additional investments from Gold Hill Venture Lending Partners 03,
LLC and Gold Hill Venture Lending 03, LP. The decrease of $9.9 million in other investments was related to
distributions from Partners for Growth, LP.

Investment Concentration

At December 31, 2007 and 2006, we held no investment securities that were issued by a singlt;. party that
exceeded 10.0% of our stockholders’ equity.

Investment Securities—Remaining Contractual Principal Maturities and Yields (Fully-Taxable Equivalent)

The following table provides the remaining contractual principal maturities and fully taxable-equivalent
yields on investment securities as of December 31, 2007. Interest income on certain obligations of states and
political subdivisions (non-taxable investments) are presented on a fully taxable-equivalent basis using the
federal statutory tax rate of 35.0%. The weighted-average yield is computed using the amortized cost of
available-for-sale securities, which are reported at fair value.
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Expected remaining maturities of callable U.S. agency securities, mortgage-backed securities, and
collateralized mortgage obligations may differ significantly from their contractual snaturities because borrowers
have the right to prepay obligations with or without penalties. This risk, known as call risk and prepayment risk,
may result in these securities having longer or shorter average lives than anticipated at the time of purchase. As
interest rates decline, prepayments generally tend to increase; causing the average expected remaining maturity
to shorten. Conversely, as interest rates rise, prepayments tend to decrease causing the average expected
remaining maturity to extend. This is most apparent in mortgage-backed securities and collateralized mortgage
obligations as contractual maturities are typically 15 to 30 years whereas expected average lives of these
securities are significantly shorter and vary based upon structure. Private equity fund investments, other private
equity investments, other investments and low income housing tax credit funds are included in the table below as

maturing after 10 years.

December 31, 2007
After One After Five
One Year Year to Years to After
Total or Less Five Years Ten Years Ten Years
Weighted- Weighted- Weighted- Weighted- Weighted-

Carrying Average Carrying Average

Carrying Average

Carrying Average ' Carrying Average

(Dollars in thousands) Value Yield Value Yield Value Yield Value Yield Value Yield
U.S. Treasury
securities . ........ .. $ 20,128 492% $ 20,128 4.92% $ — —% $ — —% $ — —%
1.S. agencies and
corporations:
Collateralized
mortgage
obligations ....... 536,383  4.66 — — 130 6.38 87,163 4.44 449,090 471
Mortgage-backed
securities ......... 390,978 491 — — 2,730 641 12,308 529 375,940 489
U.8. agency '
debentures ........ 161,08¢  3.86 49693 311 111,387 420 — — — —
Commercial mortgage-
backed securities . ... . 61,290 4.67 — — — — — — 61,290  4.67
Obligations of states and
political
subdivisions ........ 81,855 656 20,399 649 17023  7.68 3332 597 41,1001  6.18
Low income housing tax
creditfunds ......... 24,491 — — — — — — — 24,491 —
Marketable equity
securities (1) ........ 7,391 — 7,391 — — — — — -— —
Private equity fund
investments ......... 229,869 — — — — — — — 229,869 —
Other private equity fund
investments ......... 53,174 p — — — — — 53,174
Other investments . ... .. 35,935 — — — — — — — 35,935 —
Total ......oovvvnnnn- $1,602,574 3.95% 470% % 102,803 3.53%

{1) Available-for-sale.

3% $ 97,611
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Loans

The following table details the composition of the loan portfolio, net of unearned income as of the five most
recent year-ends:

December 31,

(Dollars in thousands) 2007 2006 2005 2004 20063
Commercialloans ..................... $3,563,005 $2,959,501 $2,410,893 $1,927.271 $1,701,903
Real estate construction: .

Vineyard development ............... 121,382 118,266 104,881 80,960 50,118

Commercial real estate ............... 44,405 13,336 20,657 18,562 12,204
Total real estate construction ............ 165,787 131,602 125,538 99,522 62,322
Real estate term:

Real estate term — consumer .......... 75,149 46,812 39,906 27,124 19,213

Real estate term — commercial ... .. .. 38,840 50.051 10,694 16,720 12,902
Totalreal estateterm . . ................. 113,998 96,863 50,600 43,844 32,115
Consumer andother ................... 308,940 294,436 256,322 237,951 190,806
Total loans, net of unearned income (1) .... $4,151,730 $3,482,402 $2,843,353 $2,308,588 $1,987,146

(1) Unearned income was $26.4 million, $27.2 million, $25.0 million, $18.4 million and $18.3 million in 2007,
2006, 20035, 2004 and 2003, respectively.

A substantial percentage of our loans are commercial in nature, and such loans are generally made to
emerging-technologies or growth companies in technology-related industries, The breakdown of total loans and
total loans as a percentage of gross loans by industry sector is as follows:

December 31, 2007 December 31, 2006
Industry Sector Amount Percentage Amount Percentage
Technology (1) ... oo e $1,948,925 46.6% $1,788,785 51.0%
Prvate Equity .. ... ... i 773,932 18.5 480,616 13.7
LifeSciences (1) .. ... i it 407,856 938 352,220 10.0
Premium Winery . ... ittt 375,562 9.0 375,960 10.7
Private Client Services ...........ccooiiriiinennn. 402,563 9.6 345,674 9.8
All Other SeCtors . ..o ottt e i s e 269,260 6.5 166,305 4.8
Total Gross LOoans . . oo ettt oot e et $4,178,098 100.0% $3,509,560 100.0%

(1) Included in the technology and life science niches are loans provided to emerging growth clients, which
represent approximately 15 percent of total gross loans at December 31, 2007.

As of December 31, 2007, our asset-based lending and accounts receivable factoring represented 8.5% and
7.4%, respectively, of total gross loans, compared to 10.3% and 7.1%, respectively at December 31, 2006.
Approximately 43.5% and 11.1% of our outstanding gross loan balances as of December 31, 2007 were in the
states of California and Massachusetts, respectively, compared to 43.4% and 11.2%, respectively, as of
December 31, 2006. There are no other states with balances greater than 10%,

Commercial real estate construction loans, net of unearned income totaled $44.4 million at December 31,
2007, compared to $13.3 million at December 31, 2006, The increase of $31.1 million was primarily due to an
increase in our community redevelopment loans. Consumer real estate term loans totaled $75.1 million at
December 31, 2007, compared to $46.8 million at December 31, 2006, Included in consumer real estate term
loans are loans made to eligible employees through our Employee Home Ownership Plan (“EHOP”), which
increased by $13.4 million to $49.0 million at December 31, 2007, compared to $35.6 million at December 31,
2006.
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As of December 31, 2007, 73.0 percent, or $3.05 billion, of our outstanding gross loans were variable-rate
loans that adjust at a prescribed measurement date upon a change in our prime-lending rate or other variable
indices, compared to 73.1 percent, or $2.57 billion, as of December 31, 2006. The following table sets forth the
remaining contractual maturity distribution of our gross loans at December 31, 2007, for fixed and variable rate
loans:

After One
Year and
One Year Through Alter

(Dollars in thousands) or Less Five Years Five Years Total
Fixed rate loans:
Commercial loans . . ... o i i e $ 172,822 $ 697,761 $ 50,833 § 921,416
Real estate construction:

Vineyard development . ...... ... ... ... ... ... — 41,246 61,520 102,766

Commercial real €stafe ... ... i inrrcnieanans 12,225 13,027 -_— 25,252
Total real estate CONSIIUCHON . .. . ittt vt rames 12,225 54,273 61,520 128,018
Real estate term:

Real estate term — CONSUMET .. .t v v vv et vnnne v e nnee 13,974 17,573 35,507 67,054

Real estate term — commercial ......... ... ........ 3,528 5,079 23,723 32,330
Total real eState term .. .o r v e et e e e e s 17,502 22,652 59,230 99,384
Consumer and other ... ...ttt iiiieenene.- 28 17.824 —_ 17,852
Total fixed-rateloans ............. ... .. ... cveunn. $ 202,577 $ 792,510 §171,583 $1,166,670
Variable-rate loans:
Commercial 10ans ... ...t e e, $1,575,531 $1,067,363 $ 24,393 $2,667,287
Real estate construction:

Vineyard development .......... ... . oo 503 7.967 10,432 18,902

Commercial realestate . ........ ...cccireraiinnn 17,675 1,749 —_ 19,424
Total real estate CONSIMUCHON .. ..\ v e i e e it ianennns 18,178 9,716 10,432 38,326
Real estate term:

Real estate term — CONSUMET ... .. vvuvenernnencnnns 8,043 —_— — 8,043

Real estate term — commercial ............ ... . ..., 3,250 1,823 1,553 6,626
Total real eStaAte LB .ot v i i it e v s ieeeaus 11,293 1,823 1,553 14,669
Consumerandother ...... ... ... .- 162,368 47,983 80,795 291,146
Total variable-rateloans ........................... $1,767,370 $1,126,885 $117,173 $3,011,428

Upon maturity, loans satisfying our credit quality standards may be eligible for renewal. Such renewals are
subject to the normal underwriting and credit administration practices associated with new loans. We do not
grant loans with unconditional extension terms.

Loan Administration

Authority over our loan policies resides with our Board of Directors. This authority is managed through the
approval and periodic review of our loan policies. The Board of Directors delegates authority to the Directors’
Loan Committee to supervise our loan underwriting, approval, and monitoring activities. The Directors’ Loan
Committee consists of four outside Board of Director members.

Subject to the oversight of the Directors” Loan Committee, lending authority is delegated to the Chief Credit
Officer and our loan committee, which consists of the Chief Credit Officer, Chief Operating Officer of the Bank,
and other senior members of our lending management. Requests for new and existing credits that meet certain
size and underwriting criteria may be approved outside of our loan committee by designated senior lenders or
jointly with a senior credit officer or division risk manager.
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Credit Quality and Allowance for Loan Losses

The following table presents an anajysis of the allowance for loan losses as of the five most recent year-
ends:

Year ended December 31,

{Dwollars in thousands) 2007 2006 2005 2004 2003
Balance, beginning of year ................... $42,747 $36,7785 $37613 $49862 § 58366
Charge-offs: . :

Commercial .. ......ouooneiir e, (19,278)  (13,865) (10,882) (16,196)  (17,723)

Realestate .......... ... i, — — €)) — (1,252

Consumerandother ....................... (100) (200) (1,531 — —
Total charge-offs .....................cc..... (19378) (14,065 (12,416) (16,196) (18,975
Recoveries:

Commercial ........... ... ... . ..cc.... 7,088 8,968 11,090 13,845 19,965

Realestate ........... .. in... — 1,090 261 391 331

Consumerandother . ....................., — 92 — — 67
Totalrecoveries ... .. ot e 7,088 10,150 11,351 14,236 20,363
Net (charge-offs) recoveries .................. {12,290) (3,915) (1,065) (1,960} 1,388
Provision for (recovery of) loan losses . ......... 16,836 9,877 237 (10,289) {9,892)
Balance,endofyear ............... ... ... .. $47,293  $42747 $ 36,785 $ 37613 % 49,862

Net {charge-offs) recoveries to average total
loans .. ... .. 035% (O149H% 0.0H%  (0.100% 0.08%

The following table displays the allocation of the allowance for loan losses among specific classes of loans
as of the five most recent year-ends:

December 31,
2007 2006 2005 2004 2003
Percent of Percent of Percent of " Percent of Percent of
Total Total Total Total Total
(Dollars in thousands) Amount Loans (1) Amount Loans (1) Amount Loans (1) Amounnt Loans (1) Amount Loans (I)
Commercial .................. $42 250 858% $37,464 85.0% $35,013 84.8% $29,183 83.5% $41,302 85.7%
Real estate construction .. ...... 1,698 40 1,555 38 421 4.4 1,516 43 1,663 il
Real estate term . ... .. e 1,346 27 1,288 28 306 1.8 1,673 19 2,395 i.6
Consumerand other ........... 1,999 7.5 2,440 8.4 1,045 9.0 4,928 10.3 4,002 9.6
Unallocated .................. — — - — — — 313 —_ e —
Total ... i $47,293 100.0% $42,747 100.0% $36,785 100.0% $37.613 100.0% 3$49,862 100.0%

(1) Represents loan type as a percentage of total loans, net of unearned income as of year end.
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Nonperforming Assets .

Nonperforming assets consist of loans that are past due 90 days or more that are still accruing interest, loans
on nonaccrual status and OREQ. Our OREO balance was $1.9 million at December 31, 2007, compared to
$5.7 million at December 31, 2006 and $6.3 million at December 31, 2005. We held no OREO or other
foreclosed assets at December 31, 2004 and 2003. The table below sets forth certain data and ratios between
nonperforming loans, nonperforming assets, and the allowance for loan losses. All nonperforming loans represent
impaired loans. We measure all loans placed on nonaccrual status for impairment based on the fair value of the
underlying collateral or the net present value of the expected cash flows in accordance with SFAS No. 114.

December 31,
(Dollars in thousands) 2007 2006 2005 2604 2003
Nonperforming assets:
Loans past due 90 days or more still accruing interest ... .. $ — $ — $1046 $ 616 5 —
Nonaccrual Joans ... ... .t rnreaee s 7,634 10,977 6,499 14,322 12,350
Total nonperforming loans ................... .. .. ... 7,634 10,977 7,545 14,938 12,350
ORED ... i e e 1,908 5,677 6,255 — —
Total nonperforming assets ...........c.voveenriinn. $ 9542 $16,654 §$13.800 $14,938 $12,350
Nonperforming loans as a percentage of total gross loans .. 018% 031% 026% 064%  0.62%
Nonperforming assets as a percentage of total assets .. .... 0.14%  0.27% 025% 029%  0.28%
Allowance for1oan losses .. ... it iineeinannenns $47,203  $42,747 $36,785 $37,613 349,862
As a percentage of total grossloans ......... ... ... 1.13% 1.22% 1.28% 1.62% 2.49%
As a percentage of nonaccrual loans ............ ... 619.50% 389.42% 566.01% 262.62% 403.74%

We continue to experience low levels of charge-offs and as our loss experience improved, we have reduced
our allowance for loan losses, as a percent of total gross loans, through the five most recent year-ends.

Nonaccrual Loans

The detailed composition of nonaccrual loans as of December 31, 2007 and 2006 were as follows:

December 31,
(Dollars in thousands) ‘ 2007 2006
COmMMETCIAL . ot o et et e et e e et it e PO $ 7,412 $10,977
Consumer and Other . ... ... ittt e et e 222 —
Total nonaccrual JOANS .. .o v .ttt e e $ 7.634  $10,977

Total nonaccrual loans of $7.6 million at December 31, 2007 primarily included nonaccrual loans of $4.5
million from SVB Wine Division. If the impaired loans for 2007, 2006, 2005, 2004 and 2003 had not been
impaired, $0.7 miilion, $0.6 million, $0.4 million, $1.5 million and $1.6 million in interest income would have
been recognized in 2007, 2006, 2005, 2004 and 2003, respectively.

Goodwill

Goodwill, which arises when the purchase price exceeds the assigned value of the net assets of an acquired
business, represents the value attributable to unidentifiable intangible elements being acquired. Goodwill at
December 31, 2007 totaled $4.1 million, which resulted from the acquisition of eProsper. Goodwill at
December 31, 2006 totaleéd $21.3 million, which resulted from the acquisition of SVB Alliant and eProsper.

During the second quarter of 2007 and 2006, we conducted our annual assessment of goodwill of SVB
Alliant. We concluded at that time that we had an impairment of goodwill based on forecasted discounted net
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cash flows for that reporting unit. The impairment resulted from changes in our outlook for SVB Alliant’s future
financial performance. As required by SFAS No. 142, Goodwill and Other Intangible Assets (“SFAS No. 142™),
in measuring the amount of goodwill impairment, we made a hypothetical allocation of the reporting unit’s
estimated fair value to the tangible and intangible assets (other than goodwill) for the reporting unit. Based on
this allocation, we concluded that the remaining $17.2 million and $18.4 million of goodwill was impaired and
was required to be expensed as a noncash charge to continuing operations during the second quarters of 2007 and
2006. In July 2007, we reached a decision to cease operations at SVB Alliant.

During the third quarter of 2006, through our subsidiary, SVB Analytics, we acquirad a majority ownership
in eProsper, an equity ownership data management services company. In connection with this acquisition, we
recognized $4.1 million in goodwill. During the third quarter of 2007, we conducted our annual impairment
analysis of eProsper in accordance with SFAS No. 142, based on forecasted discounted net cash flow analysis.
The valuation analysis of eProsper indicated no impairment existed.

Accrued Interest Receivable and Other Assets

A summary of accrued interest receivable and other assets as of December 31, 2007 and 2006 is as follows:

Year ended December 31,

% Change
(Dollars in thousands) 2007 2006 2007/2006
Deferred tax assets and income tax receivable,net ...................... $ 69,026 $ 67,947 1.6%
Derivative assets, gross (1) ... ..ttt it e 65,598 44,945 46.0
Accrued interestreceivable . . ... o e 30,624 30,154 1.6
FHLB and FRB StOCK .. ..ottt ittt it e it i e e e e e 27,210 27,761 2.0
Otherreal estate owned . ...ttt 1,908 5,677 (66.4)
Other 88515 . .. Lottt e e 64,296 81,783  (21.4)
Total accrued interest receivable and otherassets .............ccuuon.. $258,662 $258,267 0.2%

(1) See “Derivatives, Net” section below
Deferred Tax Assets and Income Tax Receivable, Net

Qur deferred tax assets balance was $67.1 million at December 31, 2007, compared to $62.8 million at
December 31, 2006, The increase in our deferred tax assets balances was primarily related to the goodwill
impairment charge from SVB Alliant in the second quarter of 2007,

We pay quarterly estimated taxes to the Internal Revenue Service and the respective state and foreign taxing
authorities. At December 31, 2007 and 2006, we had $1.9 million and $5.1 million, respectively, as income taxes
receivable from these authorities.

Federal Home Loan Bank ( "FHLB"”} and Federal Reserve Bank (“FRB”) Stock

Our FHLB and FRB stock are restricled, as we are required to hold shares of FHLB and FRB stock under
the Bank’s borrowing agreement. At December 31, 2007 and 2006, we had $17.9 million and $19.1 million,
respectively, in FHLB stock, and $9.3 million and $8.7 million, respectively, in FRB stock.

Other Real Estate Qwned (“OREQ")

Qur OREQ balance at December 31, 2006 totaled $5.7 million. During the second quarter of 2007, we sold
our OREO property, and recognized a $1.4 million loss on the sale, reflected in other noninterest expense. During
the fourth quarter of 2007, we acquired additional OREO property and as a resuit, our QREO balance at
December 31, 2007 totaled $1.9 miliion.
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Derivatives, Net

Net derivative instruments are recorded as a component of other assets or other liabilities on the balance
sheet. The following table provides a summary of derivative assets (liabilities), net as of December 31, 2007 and
2006:

Year ended December 31,

% Change
(Dollars in thousands) 2007 2006 2007/2006
Assets (liabilities):
EQUity WAITANT @SSELS . . . ..ottt tans oo e e a et ra e $ 31,317 §$37,725 {17.00%
INtEreSt rate SWaPs — ASSELS . . vttt v v v e e enaanne s 21,499 — —
Tnterest rate swaps — labilities . ....... .. .. . o i (1,304) (1,890 (3100
Foreign exchange forward and option contracts —assets ................... 12,782 7,219 771
Foreign exchange forward and option contracts — labilities ................ (11,196) (7,383) 51.6
Total dErIVALIVES, MEL . .\ o o ottt ettt ie e i iniaaa e $53,098 $ 35671 48.9%

Equity Warrant Assets

We obtain rights to purchase an equity position in a client company’s stock in consideration for providing
credit facilities and, less frequently, for providing other services, in the form of equity warrant assets. The change
in fair value of equity warrant assets is recorded as gains on derivative instruments, net, in noninterest income, a
component of consolidated net income. The following table provides a summary of activities for eqguity warrant
assets in 2007 and 2006:

Year ended December 31,

(Dollars in thousands) 2007 2006
Balance, beginning of period .......... ... i $ 37,724 $ 27,802
New equity Warrant 8sSet8 ... .....ovvvvninaner i aaaiie s 7.072 9,101
Non-cashincreases infairvalue .. ....... ... oo inenr e 7.429 14,266
Exercised equity warrant assets ......... ... ..ot {18,265) (9,482)
Terminated equity Warrant assets .. ........oveenene oo ennn. (2,643) (3,963)
Balance,end of period . ... ... ... $ 31,317 $ 37,724

Interest Rate Swaps

Concurrent with the issuance of $250.0 million in 5.70% senior notes and $250.0 million in 6.05%
subordinated notes in 2007, we entered into interest rate swap agreements, whereby we swapped the fixed
interest rate of the notes with a variable interest rate based on LIBOR to hedge against the risk of changes in fair
values due to changes in interest rates. We apply the “shortcut” method for these fair value hedges. In order to
assume no ineffectiveness, we ensure that all the shortcut method requirements of SFAS No. 133 for this type of
hedge relationship are met. The interest rate swap agreements resulted in interest expense, net of cash benefits
received, of $0.7 million for the senior notes and $0.4 million for the subordinated notes in 2007, which were
recognized in the consolidated statements of income as an increase in interest expense. For information on our
senior and subordinated notes, see Note 12 (Short-Term Borrowings and Long-Term Debt) of the “Notes to the
Consolidated Financial Statements’ under Part II, Item 8 in this report.

On October 30, 2003, we entered into an interest rate swap agreement with a notional amount of
$50.0 million. This agreement swaps our 7.0% fixed rate on the junior subordinated debentures for a variable rate
based on LIBOR to hedge against risk of changes in fair value due to changes in interest rates. For information
on our junior subordinated debentures, see Note 12 (Short-Term Borrowings and Long-Term Debt) of the “Notes
to the Consolidated Financial Statements” under Part II, Item 8 in this report. In April 2006, we designated this
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interest rate swap as a fair value hedge, which management evaluates for effectiveness using the statistical
regression analysis approach for each reporting period. This interest rate swap agreement provided a cash benefit
of $0.2 miltion, $0.3 million and $1.2 million in 2007, 2006 and 2005, respectively, which was recognized in the
consolidated statements of income as a reduction in interest expense. The swap agreement largely mirrors the
terms of the junior subordinated debentures and therefore is callable by the counterparty anytime on or after
October 30, 2008. Ali components of the swap’s gain or loss are included in the assessment of hedge
effectiveness. Changes in fair value of the fair value hedge agreement, which is primarily dependent on changes
in market interest rates, are recognized in net income as gains or losses on derivative instruments. In 2007, we
tecorded a non-cash decrease in fair value of the fair value hedge agreement of $0.5 mitlion, which is reflected in
gains on derivative instruments, net. In 2006, we recorded a non-cash decrease in fair value of the fair value
hedge agreement of $3.6 million, which is comprised of a decrease in fair value of $3.3 million for the interest
rate swap agreement prior to its designation as a fair value hedge and a $0.3 million loss for the fair value hedge
agreement implemented in April 2006, which were reflected in gains on derivative instruments, net.

Foreign Exchange Forward and Foreign Currency Option Contracts

We enter into foreign exchange forward contracts and foreign currency option contracts with clients
involved in international trade finance activities, either as the purchaser or seller of foreign currency, depending
upon the clients’ need. We enter into an opposite way foreign exchange forward contract or foreign currency
option contract with a correspondent bank to economically hedge these contracts, which mitigates the risk of
fluctuations in foreign currency exchange rates, for each of the foreign exchange forward contracts or foreign
currency option contracts entered into with our clients. These contracts are short term in nature, typically
expiring within one year. We also enter into foreign exchange forward contracts with correspondent banks to
economically hedge foreign exchange risk related to certain foreign currency denominated loans. We have not
experienced nonperformance by a counterparty and therefore have not incurred related losses. Further, we
anticipate performance by all counterparties.

At December 31, 2007, 2006 and 2005, the aggregate notional amounts of foreign exchange forward
contracts totaled $580.9 million, $562.2 million and $432.7 million, respectively. Our maximum credit risk for
counterparty nonperformance for foreign exchange forward contracts with both clients and correspondent banks
at December 31, 2007, 2006 and 2005 amounted to $12.3 million, $7.3 million and $5.7 million, respectively.

At December 31, 2007, 2006 and 2003, the aggregate notional amounts of foreign currency option contracts
totaled $63.9 million, $27.6 million and $18.8 million, respectively. Our maximum credit risk to nonperformance of
counterparties at December 31, 2007, 2006 and 2005 was $0.5 million, $0.1 million and $0.1 million, respectively.

Convertible Note Hedge

On May 15, 2003, we entered into a convertible note hedge agreement (purchased call option) with a
counterparty, with respect to our common stock, to limit our exposure to potential dilution from conversion of
our $150.0 millien principal amount of zero coupon convertible notes. {See “Short-Term Borrowings and Long-
Term Debt” below). At issuance, under the terms of the convertible note hedge, upon the occurrence of
conversion events, we have the right to purchase up to 4,460,610 shares of our common stock from the
counterparty at a price of $33.6277 per common share. The convertible note hedge agreement will expire on
June 15, 2008, We have the option to settle any amounts due under the convertible hedge either in cash or net
shares of our common stock. The cost of the convertible note hedge is inctuded in stockholders’ equity in
accordance with EITF No. 00-19, Accounting for Derivative Financial Instruments Indexed to, and Potentially
Sentled in, a Company’s Own Stock. In 2007, we exercised our right to purchase 2,974 shares under the terms of
the convertible note hedge. .

Concurrent with the hedge agreement, we entered into a warrant agreement, which allows the counterparty
to purchase up to 4,460,608 shares of our commeon stock at $51.34 per share, upon the occurrence of conversion
events defined above. The warrant transaction will expire on June 15, 2008. The proceeds of the warrant
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transaction were included in stockholders’ equity in accordance with the guidance in EITF 00-19. Due to
conversion events in 2007, the counterparty’s right to purchase our stock under warrant has been decreased by
2,974 shares (see Note 3 (Earnings Per Share) of the “Notes to the Consolidated Financial Statements™ under Part
I1, Item 8 in this report).

Deposits

Qur deposits are largely obtained from clients within our technology, life sciences, private equity, and
premium wine industry sectors and, to a lesser extent, from individuals served by private client services. We do
not obtain deposits from conventional retail sources and have no brokered deposits. The followmg table presents
the composition of our deposits as of the five most recent year-ends:

December 31,

(Dollars in thousands) 2007 2006 2005 2004 2003
Deposits:

Noninterest-bearing demand ............. $3,226,859 $3,039,528 $2,934,278 $2,649,853 $2,186,317
Negotiable order of withdrawal (NOW) .. .. 35,909 35,983 39,573 32,009 20,897
Regular money market ................. 108,701 157,014 305,112 520,368 372,877
Bonus money market . ......... .o oL 832,541 511,780 655,940 685,710 707,682
Foreignsweep .................... . 72,083 — — — —
4 BT 151 335,110 313,320 317,827 331,574 379,068

Total deposits ............covvviinnns $4,611,203 $4,057,625 $4,252,730 $4,219,514 $3,666,841

Our deposits balance increased by $553.6 million in 2007, compared to 2006. This increase was primarily
due 1o an increase in deposit activities from our private equity clients as well as an increase in activity from our
new money market deposit product for early stage clients introduced in the second quarter of 2007 and our new
Eurodollar sweep deposit product introduced in the fourth quarter of 2007. At December 31, 2007, 30.0 percent
of our total deposits were interest-bearing deposits, compared to 25.1 percent at December 31, 2006. We expect
this percentage to increase as we continue to grow our deposits.

At December 31, 2007, the aggregate amount of time deposit accounts individually exceeding $100,000
totaled $286.0 million, compared to $264.8 million at December 31, 2006 and $272.2 million at December 31,
2005. At December 31, 2007, substantially all time deposit accounts exceeding $100,000 were scheduled to
mature within one year. No material portion of our deposits has been obtained from a single depositor and the
loss of any one depositor would not materially affect our business. The maturity profile of our time deposits as of
December 31, 2007 is as follows:

. : December 31, 2007
Mare than six

Three months  Four to six months to More than
(Dollars in thousands) or less months twelve months  twelve months Total
Time deposits, $100,000 and over ......... $144,851 § 44,437 % 96,369 $ 329  $285,986
Other time deposits . ... 34,772 6,205 7,936 211 49124
Total time deposits ..................... $179,623 § 50,642  $104,305 $ 540  $335,110

Short-Term Borrowings and Long-Term Debt
Short-Term Borrowings

As of December 31, 2007 and 2006, we had short-term borrowings of $90.0 million and $683.5 million,
respectively. Short-term borrowings include federal funds purchased and securities sold under agreement to
repurchase as well as FHLB advances, with original maturities of less than one year. Our short-term borrowings
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have a remaining maturity of one month or less. The decrease in short-term borrowings of $593.5 million at
December 31, 2007, compared to December 31, 2006 was primarily attributable to the issuance of our senior and
subordinated notes in May 2007 (see Senior Notes and Subordinated Notes section below), cash inflows from
two new deposit products (see Deposits section above), as well as year-end increases in noninterest-bearing
deposit balances. Both short-term and long-term funding sources were used to fund our loan growth in 2007 and
2006.

Senior Notes and Subordinared Notes

On May 15, 2007, the Bank issued 5.70% senior notes, due June 1, 2012, in an aggregate principal amount
of $250.0 million and 6.05% subordinated notes, due June 1, 2017, in an aggregate principal amount of
$250.0 miilion (collectively, the “Notes”). The discount and issuance costs related to the Notes were $0.8 million
and $4.2 million, respectively, and the net proceeds from the offering of the Notes were $495.0 million. The
Notes are not redeemable prior to maturity and interest is payable semi-annually. Proceeds from the issuance of
these Notes were used for repayment of certain short-term borrowings. Debt issuance costs of $2.0 million and
$2.2 million related to the senior and subordinated notes, respectively, were deferred and are being amortized to
interest expense over the term of the Notes, using the effective yield method. Concurrent with the issuance of the
Notes, we entered mio fixed-to-variable interest rate swap agreements related to both the senjor notes and the
subordinated notes. See Note 12 (Short-Term Borrowings and Long-Term Debt) of the “Notes to the
Consolidated Financial Statements” under Part H, Item 8 in this report for further information.

Contingently Convertible Debt

On May 20, 2003, we issued $150.0 million of zero-coupon, convertible subordinated notes at face value,
due June 15, 2008, to qualified institutional buyers pursuant to Rule 144A under the Securities Act of 1933, as
amended, and to non-U.S. persons outside the United States pursuant to Regulation S under the Securities Act of
1933. The proceeds from the issuance of the notes were used for general corporate purposes. The notes are
convertible into our common stock at a conversion price of $33.6277 per share and are subordinated 1o all our
present and future senior debt. Holders of the notes may convert their notes only under certain conditions. See
Note 12 (Short-Term Borrowings and Long-Term Debt) of the “Notes to the Consolidated Financial Statements”
under Part 11, Item 8 in this report for further information. Concurrent with the issuance of the convertible notes,
we entered into a convertible note hedge. (see Note 14 (Derivative Financial Instruments—Derivative Financial
Instruments Indexed to, and Potentially Settled in, a Company’s Own Stock) of the “Notes to the Consolidated
Financial Statements” under Part 11, Item 8 in this report).

Junior Subordinated Debentures

On October 30, 2003, we issued $31.5 million in 7.0% junior subordinated debentures. A portion of the
proceeds were used to repay $40.0 million of the 8.25% trust preferred securities. The remainder of the proceeds
was used for general corporate purposes. See Note 12 (Short-Term Borrowings and Long-Term Debt) of the
“Notes to the Consolidated Financial Statements” under Part I1, Item 8 in this report for further information.

Other Long-Term Debt

As of December 31, 2007 and 2006, we had other long-term debt of $152.7 million. Long-term debt consists of
$150.0 million of FHLB advances and $2.7 million of debt assumed in connection with the acquisition of a 65%
interest in eProsper during the third quarter of 2006, The FHLB advances were used to support our loan growth in
2006 and mature in 2008 and 2009. The debt assumed in connection with eProsper acquisition matures in 2009,

Available Lines of Credit

At December 31, 2007, we have available $1.48 billion in uncommitted federal funds lines of credit, all of
which were unused. We have repurchase agreement lines available with multiple securities dealers, which allow
us to access short-term borrowings by using fixed income securities as collateral. As of December 31, 2007, we
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had not borrowed against our repurchase lines. We also pledge securities to the Federal Home Loan Bank of San
Francisco and at the discount window at the Federal Reserve Bank. The market value of collateral pledged to the
Federal Home Loan Bank of San Francisco at December 31, 2007 totaled $273.6 million, of which $33.6 miilion
was unused. The market value of collateral pledged at the discount window of the Federal Reserve Bank at
December 31, 2007 totaled $64.6 million, all of which was unused.

Other Liabilities

A summary of other liabilities as of December 31, 2007 and 2006 is as follows:

Year ended December 31,

% Change
(Dollars in thousands) 2007 2006 - 200772006
Accrued COMPENSALION . . ...t vuuttt ittt oae s $ 70,571 §$ 50,144 40.7%
Reserve for unfunded credit commitments .. ... ..o vr e nnnrsenns 13,446 14,653 (8.2)
Derivative liabilities, gross (1) .. ... oo 12,500 9,273 34.8
Other Habilities . ..\t v et et e e e e ettt e e s 102,726 119,226 (13.8)
Total other Habilities . .. oottt e e e et r e e $199.243 $193,296 31%

(1) See “Derivatives, Net” section above
Accrued Compensation

Accrued compensation primarily consists of the Incentive Compensation Plan, Direct Drive Incentive
Compensation Plan, accrued vacation, ESOP, and the Retention Program. The increase of $20.4 million in 2007
was primarily due to a $14.6 million increase in accruals related to our Incentive Compensation Plan, and a
$2.1 million increase related to our ESOP. These increases were largely due to higher incentive compensation
costs related to our streng financial performance.

Reserve for Unfunded Credit Commitments

We recognized a reduction in our reserve for unfunded credit commitmenis of $1.2 million in 2007,
compared to 2006. The reduction in reserve reflects our historical credit quality experience.

Minority Interest In Capital of Consolidated Affiliates

Minority interest in capital of consolidated affiliates totaled $240.1 million and $166.0 million at
December 31, 2007 and 2006, respectively. The increase of $74.1 million was primarily due to equity
transactions, which included capital calls of $81.9 million made by our consolidated affiliates and $25.8 million
of net income from consolidated affiliates, partially offset by $36.2 million in distributions, primarily from three
of our managed funds of funds and one of our sponsored debt funds.

Capital Resources

Our management seeks to maintain adequate capital to support anticipated asset growth, operating needs and
credit risks, and to ensure that SVB Financial and the Bank are in compliance with all regulatory capital
guidelines. Qur primary sources of new capital include retained earnings and the issuance of common stock.

Commoen Stock
On July 26, 2007, our Board of Directors approved a stock repurchase program that authorizes us to

purchase up to $250.0 million of our common stock. This program expires on July 31, 2008 and replaces all
share repurchase programs previously in effect. We may, at our discretion, exercise this repurchase authority any
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time on or before July 31, 2008 in the open market, through block trades, through an accelerated stock repurchase
program or otherwise, pursuant to applicable securities laws, Depending on market conditions, availability of
funds, and other relevant factors, we may begin or suspend repurchases at any time prior to the termination of the
repurchase program on July 31, 2008, without any prior notice, :

We repurchased 2.9 million shares of our common stock in 2007 totaling $146.8 million, compared to
2.1 million in 2006 totaling $103.8 million and 1.7 million shares in 2005 totaling $77.7. million. At
December 31, 2007, $149.7 million of shares remain authorized for repurchase under our stock repurchase
program.

From time to time, we may implement a non-discretionary trading plan under Rule 10b5-1 of the Securities
and Exchange Act of 1934, as amended, under which we will automatically repurchase shares of our common
stock pursuant to a predetermined formula for a specified period of time.

Stockholders’ Equity

Stockholders’ equity totaled $676.7 million at December 31, 2007, an increase of $48.2 million, or 7.7%,
from $628.5 million at December 31, 2006. This increase was primarily the result of net income, as well as
share-based compensation expense recognized under SFAS No. 123(R), and issuance of stock options, partially
offset by commeon stock repurchases. We have not paid a ¢ash dividend on our common stock since 1992 and as
of December 31, 2007, there were no plans for payment of dividends.

Funds generated through retained earnings are a significant source of capital and liquidity and are expected
to continue to be so in the future. Our management engages in a regular capital planning process in an effort to
make effective use of the capital available to us. The capital plan considers capital needs for the foreseeable
future and allocates capital to both existing and future business activities. Expected future activities for which
capital may be set aside include potential product and business expansions and strategic or infrastructure
investments,

Credit Ratings

Credit ratings for SVB Financial and the Bank as of December 31, 2007 are as follows:

December 31, 2007
Standard & Poor's  Moody's

SVB Financial:

Long-term counterparty ......... ..ttt . BBB N/A

ISSUET oo e e BBB A3

OULIOOK . o e e Stable Stable
SVB Bank:

Long-term Counterparty . ... ovve e inin e e BBB+ N/A

ISSUeT . . e BEB+ A2

Long-termdeposit .............. .. ... ... il N/A A2

Shorttermdeposit .. ... ... e N/A P-1

Financial strength . . ...... ... .. i N/A C+

OUlOOK ..o e e Stable Stable

SVB Financial

The current BBB long-term counterparty credit rating from Standard & Poor’s (“S&P”) was confirmed in
January 2008 and was upgraded from BBB- in February 2006. The current A3 issuer rating from Moody’s
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Investor Service (“Moody’s™) was confirmed in December 2007 and was upgraded from Baal in November
2006.

Bank

The current BBB+ long-term counterparty credit rating from S&P was confirmed in January 2008 and was
upgraded from BBB in February 2006. The current A2 issuer rating from Moody’s was confirmed in December
2007 and was upgraded from A3 in November 2006. Moody’s bank deposit ratings are opinions of the bank’s
ability to repay punctually its foreign and domestic currency deposit obligations. Financial strength ratings
represent Moody’s opinion of a bank’s intrinsic safety and soundness and, as such, exclude certain external credit
risks and credit support elements that are addressed by Moody’s bank deposit ratings.

Liguidity

The objective of liquidity management is to ensure that funds are available in a timely manner to meet our
financial needs including paying creditors, meeting depositors’ needs, accommodating loan demand and growth,
funding investments, repurchasing shares and other capital needs, without causing an undue amount of cost or
risk and without causing a disruption to normal operating conditions.

We regularly assess the amount and likelihood of projected funding requirements through a review of
factors such as historical deposit volatility and funding patterns, present and forecasted market and economic
conditions, individual client funding nceds, and existing and planned business activities. Our asset/liability
committee provides oversight to the liquidity management process and recommends policy guidelines, subject to
the approval of the Finance Committee of our Board of Directors, and courses of action to address our actual and
projected liquidity needs.

Historically, we have attracted a stable, low-cost deposit base, which has been our primary source of
liquidity. From time to time, depending on market conditions, prevailing interest rates or our introduction of
additional interest-bearing deposit products, our deposit levels and cost of deposits may fluctuate. We introduced
a new interest-bearing money market deposit product for early stage clients in the second quarter of 2007 and a
new interest-bearing Eurodollar sweep deposit product in late October 2007. We continue to expand on
opportunities to increase our liquidity and take steps to carefully manage our liquidity. We have increased our
use of other sources of liquidity available to us, including federal funds purchased, FHLB advances, repurchase
agreements, short-term borrowing arrangements and long-term indebtedness. At December 31, 2007, our short-
term borrowings totaled $90.0 million. In May 2007, we issued $250.0 million in 5.70% senior notes, due June
2012, and $250.0 million in 6.05% subordinated notes, due in June 2017, the proceeds of which were used
primarily for repayment of short-term borrowings. Both debt issuances were swapped to a floating LIBOR rate
for interest rate risk management purposes.

Our liquidity requirements can also be met through the use of our portfolio of liquid assets. Gur definition of
liquid assets include cash and cash equivalents in excess of the minimum levels necessary to carry out normal
business operations, securities purchased under resale agreements, investment securities maturing within six
months, investment securities eligible and available for financing and pledging purposes with a maturity in
excess of six months and anticipated near-term cash-flows from investments.

Our policy guidelines provide that liquid assets as a percentage of total deposits should not fall below
20.0%. Our ratio of liquid assets to total deposits was 28.1% and 34.1% at December 31, 2007 and 2006,
respectively, both well in excess of our minimum policy guidelines. In addition to monitoring the level of liquid
assets relative to total deposits, we also utilize other policy measures in liquidity management activities such as
the percentage of liquid assets to volatile liabilities and our loan-to-deposit ratio.

On a stand-alone basis, SVB Financial’s primary liquidity channels include dividends from the Bank, its
investment portfolio assets, and its ability to raise debt and capital. The ability of the Bank to pay dividends is
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subject to certain regulations described in “Business—Supervision and Regulation—Restriction on Dividends”
under Part I, liem 1 in this report.

Condensed Consolidated Statements of Cash Flows

Year ended December 31,

(Dollars in thousands) ‘ 2007 2006 2005
Cashand due frombanks . ..., iiieeanns $ 325399 $ 393284 $ 286,446
Securities purchased under agreement 1o resell and other short-term

INVESIMENL SECUMTLIES ...t i it it e et et 358,664 239,301 175,652
Cashandcashequivalents ......... ... ... ...t iiiann... 3 684,063 3632585 $ 462,098
Percentage of total assets ........... ... .. ... ... . i, 10.2% 10.4% 8.3%
Net cash provided by operating activities ........................... $ 174,880 $ 127,709 $ 113,628
Net cash used for investing activities ... .........ov it enennnnn.. (515,506) (299,569) (567,893)
Net cash provided by financing activities ........................... 392,104 342347 289,145
Net increase (decrease) in cash and cash equivalents ........... . $ 51478 % 170,487 $(165,120)

In analyzing our liquidity for 2007, 2006 and 2005, reference is made to our consolidated statements of cash
flows for the years ended December 31, 2007, 2006 and 2005; see “Consolidated Financial Statements and
Supplemental Data” under Part 11, Item 8 in this report. The statement of cash flows includes separate categories
for operating, investing, and financing activities.

2007

Cash provided by operating activities was $174.9 million, in 2007, which included net income of
$123.6 million. Significant adjustments for noncash items that increased cash provided by operating activilies
included $28.6 million of minority interest in net income of consolidated affiliates, $19.5 million of depreciation
and amortization, $17.2 million related to impairment of goodwill, $16.8 million refated to the provision for loan
losses and $15.1 million of share-based compensation amortization. Significant adjustments for noncash items
that decreased cash provided by operating activities included $46.7 million of net gains on investment securities,
$13.8 million of net changes in the fair value of derivatives, $13.0 million of deferred income tax benefits and
$7.6 million of amortization of deferred warrant-related loan fees.

Cash used for investing activities was $515.5 million in 2007. Net cash outflow was driven primarily by a
net increase in loans of $688.9 million, purchases of available-for-sale securities of $77.8 million, purchases of
non-marketable securities of $110.3 million and purchases of premises and equipment of $12.9 million. Net cash
inflows related primarily to proceeds from the sales, maturities and pay downs of available-for-sale securities of
$300.7 million and non-marketable securities of $62.3 million.

Cash provided by financing activities was $392.1 million in 2007, Net cash inflow was driven primarily by
increases in deposits of $553.6 million, net proceeds of $495.0 million from the issuance of senior and
subordinated notes in May 2007, capital contributions, net of distributions, from minority interests of $435.5
million, and proceeds from the issuance of common stock and the employee stock purchase plan of
$31.2 million. Net cash outflows related primarily to pay downs of short-term borrowings of $593.5 million and
common stock repurchases of $146.8 million.

Cash and cash equivalents at December 31, 2007 were $684.1 million.
2006

Cash provided by operating activities was $127.7 million in 2006, which included net income of
$89.4 million. Significant adjustments for noncash items included $21.3 million of share-based compensation
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amortization, $18.4 million related to impairment of goodwill, $17.6 million of depreciation and amortization
and $9.9 million related to the provision for loan losses, partially offset by $10.5 million of net changes in the
fair value of derivatives and $7.1 miltion of amortization of deferred warrant related loan fees.

Cash used for investing activities was $299.6 million in 2006. Net cash outflow was primarily driven by a
net increase in loans of $646.0 million, purchases of available-for-sale securities of $30.1 million, purchases of
non marketable securities of $99.1 million and purchases of premises and equipment of $20.7 million. These
decreases were partially offset by proceeds from the sale, maturities and pay downs of available-for-sale
securities of $433.8 million and non-marketable securities of $56.3 million.

Cash provided by financing activities was $342.3 million in 2006. Increases in short-term borrowings of
$404.1 million and an increase from proceeds from issuance of other long-term debt of $150.0 million provided
the primary sources of financing, which were offset by declines in deposits of $195.1 million and common stock
repurchases of $103.8 million.

Cash and cash equivalents at December 31, 2006 were $632.6 million.
2005

Cash provided by operating activities in 2005 was $113.6 million, which included net income of
$92.5 million. Significant adjustments for noncash items included $8.2 million of depreciation and amortization,
$7.9 million of share-based compensation amortization and $6.8 million in tax benefits related to stock
compensation,, partially offset by $6.1 million of amortization of deferred warrant related loan fees, $4.3 million
of net gains on investment securities and $3.3 million of net changes in fair value of derivatives.

Cash used for investing activities was $567.9 million in 2005. Net cash outflow was primarily driven by a
net increase in loans of $549.4 million, purchases of available-for-sale securities of $448.3 million, purchases of
non-marketable securities of $86.0 million and purchases of premises and equipment of $18.3 million. These
decreases were partially offset by proceeds from the sale, maturities and pay downs of available-for-sale
securities of $493.4 million and non-marketable securities of $29.3 million.

Cash provided by financing activities was $289.1 million in 2005, largely driven by net increases in short-
term borrowings of $269.7 million and capital contributions from minority interest participants net of
distributions of $45.4 million. Deposits and proceeds from the issuance of common stock due to exercises of
employee stock options also contributed $33.2 million and $18.6 million, respectively. These sources of cash
were partially offset by repurchases of common stock of $77.7 million in 2005.

Cash and cash equivalents were $462.1 million at December 31, 2005.
Capital Ratios

Both SVB Financial and the Bank are subject to capital adequacy guidelines issued by the Federal Reserve
Board. Under these capital guidelines, the minimum total risk-based capital ratio and Tier | risk-based capital
ratio requirements are 10.0% and 6.0%, respectively, for a well-capitalized depository institution.

The Federal Reserve Board has also established minimum capital leverage ratio guidelines for state member
banks. The ratio is determined using Tier 1 capital divided by quarterly average total assets. The guidelines
require 2 minimum of 5.0% for a well-capitalized depository institution. For further information on risk-based
capital and leverage ratios as defined by the Federal Reserve Board, see “Business—Supervision and
Regulation—-Regulatory Capital” under Part 1, Item 1 in this report.
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Both the capital ratios of SVB Financial and the Bank were in excess of federal regulatory guidelines for a
well-capitalized depository institution as of December 31, 2007, 2006 and 2005. See Note 21 (Regulatory
Matters) of the “Notes to the Consolidated Financial Statements™ under Part I1, Itemn 8 in this report for further
information. Capital ratios for SVB Financial are set forth below:

December 31,
2007 2006 2005

SVB Financial Group:

Total risk-based capital ratio . ........ .. ... i i 16.02% 13.95% 14.75%
Tier | risk-based capital ratio . .. ... ... . . i e 11.07 1234 12.39
Tier Lleverage ratio . .. ... ... oioii i it s 11.91% 12.46% 11.64%
Bank:

Total risk-based capital ratio ........... ... ... e 1451% 12.80% 13.22%
Tier 1 risk-based capital ratio . . ... ... . . i e 94t  11.70 1208
Tier 11everage ratio . . ... ...ttt e e e 10.19% 11.83% 11.35%

The increase in the total risk-based capital ratio for both SVB Financial and the Bank in 2007 was primarily
due to the issuance of the $250 million subordinated notes due in 2017 which qualifies as a Tier 2 component of
capital under the federal regulatory guidelines. This was partially offset by the declining eligibility of SVB
Financial’'s contingently convertible debt as it approaches maturity as well as growth in period end assets and
off-balance sheet items, particularly loans and unfunded credit commitments at both SVB Financial and the
Bank. The decrease in Tier 1 risk-based capital and in the Tier 1 leverage ratio was due primarily to the
aforementioned growth for both SVB Financia} and the Bank, as well as share repurchases in excess of earnings,
and dividends to the holding company in excess of eamnings at SVB Financial and the Bank, respectively.

The decrease in SVB Financial’s total risk-based capital ratio in 2006 was due primarily to the declining
eligibility of the contingently convertible note as it approached maturity, Growth in period end risk-weighted
assets and off-balance sheet instruments, particularly loans and unfunded credit commitments contributed to the
decline in Tier | risk-based capital at both SVB Financial and the Bank while earnings and levels of average
period end assets contributed to the increase in the Tier | leverage ratio at both SVB Financial and the Bank.

Off-Balance Sheet Arrangements and Aggregate Contractual Obligations

[n the normal course of business, we use financial instruments with off-balance sheet risk to meet the
financing needs of our customers. These financial instruments include commitments to extend credit, commercial
and standby letters of credit, credit card guarantees and commitments to invest in private equity fund
investments. These instruments involve, to varying degrees, elements of credit risk. Credit risk is defined as the
possibility of sustaining a loss because other parties to the financial instrument fail to perform in accordance with
the terms of the contract.

Commitments to Extend Credit

A commitment to extend credit is a formal agreement to lend funds to a client as long as there is no violation of
any condition established in the agreement. Such commitments generally have fixed expiration dates, or other
termination clauses, and usually require a fee paid by the client upon us issuing the commitment. The following
table summarizes information related to our commitments to extend credit at December 31, 2007 and 2006:

December 31,
(Dollars in thousands) 2007 2006
Commitments available forfunding (1) ........................... $4,938,625 54,058,413
Commitments unavailable for funding (2) ......................... 726,359 644,262
~ Fixed interest rate COMMITMENTS . . . ..ottt et e e iees 498,103 611,682
Maximum lending limits for accounts receivable factoring
arrangements (3) . ... ... ... e et $ 443,835 § 468,080




(1) Represents commitments which are available for funding, due to clients meeting all collateral, compliance,
and financial covenants required under loan commitment agreements.

(2) Represents commitments which are unavailable for funding, due to clients not meeting all collateral,
compliance, and financial covenants required under loan commitment agreements.

(3) We extend credit under accounts receivable factoring arrangements when our clients’ sales invoices are
deemed credit worthy under existing underwriting practices.

Our potential exposure to credit loss for commitments to extend credit, in the event of nonperformance by
the other party to the financial instrument, is the contractual amount of the available unused loan commitment.
We use the same credit approval and monitoring process in extending credit commitments as we do in making
loans. The actual liquidity needs and the credit risk that we have experienced have historically been lower than
the contractual amount of commitments to extend credit because a significant portion of these comitments
expire without being drawn upon. We evaluate each potential borrower and the necessary collateral on an
individua! basis. The type of collateral varies, but may include real property, intellectual property, bank deposits,
or business and personal assets. The potential credit risk associated with these commitments is considered in
management’s evaluation of the adequacy of the liability for unfunded credit commitments. At December 31,
2007 and 2006, our reserve for unfunded credit commitments totaled $13.4 million and $14.7 miilion,
respectively.

Commercial and Standby Letters of Credits

Commercial and standby letters of credit represent conditional commitments issued by us on behalf of a
client to guarantee the performance of the client to a third party when certain specified future events have
oceurred. Commercial letters of credit are issued primarily for inventory purchases by a client and are typically
short-term in nature. We provide two types of standby letters of credit: performance and financial standby letters
of credit. Performance standby letters of credit are issued to guarantee the performance of a client to a third party
when certain specified future events have occurred and are primarily used to support performance instruments
such as bid bonds, performance bonds, lease obligations, repayment of loans, and past due notices. Financial
standby letters of credit are conditional commitments issued by us to guaraniee the payment by a client to a third
party (beneficiary} and are primarily used to support many types of domestic and international payments. These
standby letters of credit have fixed expiration dates and generally require a fee to be paid by the client at the time
we issue the commitment. Fees generated from these standby letters of credit are recognized in noninterest
income over the commitment period using the straight-line method.

The credit risk involved in issuing letters of credit is essentially the same as that involved with extending
credit commitments to clients, and accordingly, we use a credit evaluation process and collateral requirements
similar to those for credit commitmenis. Our standby letters of credit often are cash secured by our clients. The
actual liquidity needs and the credit risk that we have experienced historically have been lower than the
contractual amount of letters of credit issued because a significant portion of these conditional commitments
expire without being drawn upon.

The table below summarizes our commercial and standby letters of credit at December 31, 2007. The
maximum potential amount of future payments represents the amount that could be remitted under letters of
credit if there were a total default by the guaranteed parties, without consideration of possible recoveries under
recourse provisions or from the collateral held or pledged.

Fxpires In One  Expires After Total Amount Maximum Amount

(Dollars in thousands) Year or Less One Year Qutstanding  Of Future Payments
Financial standby letters of credit . .. .......... $599,452 $ 47,948 $647.400 $647,400
Performance standby letters of credit .......... 21,441 7,445 28,886 28,886
Commercial letters of credit ................. 7,645 1,020 8,665 8,665
Total ..t e e $628,538 $ 56413 $684,951 $684,951
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At December 31, 2007 and 2006, deferred fees related to financial and performance standby letters of credit
were $3.8 million and $3.9 million, respectively. At December 31, 2007, collateral in the form of cash and
investment securities available to us to reimburse losses, if any, under financial and performance standby letiers
of credits was $278.0 million.

Credit Card Guarantees

The Bank, as a financial provider, routinely guarantees credit cards for some of our customers that have
been provided by an unaffiliated financial institution. The Bank has recourse against the customer for any
amount it is required to pay to a third party in the event of default under these arrangements. These guarantees
are subject to the same credit policies, underwriting standards and approval process as loans made by the Bank.
All such guarantees exist for the life of cach respective credit card relationship. Certain of these amounts are
secured by certificates of deposit and other assets, which the Bank has rights to in the event of nonperformance
by customers. The total amount of these guarantees were $81.8 million at December 31, 2007. Historical losses
under this program have been nominal, Credit card fees totaled $5.8 million, $4.6 million and $3.7 million in
2007, 2006 and 2003, respectively.

Commitments to Invest in Private Equity Fund Investments

We make commitments to invest in private equity funds, which in turn make investments generally in, or in
some cases make loans to, privately held companies. Commitments to invest in these funds are generally made
up to a ten-year period from the inception of the fund., The timing of future cash requirements to fund such
commitments is generally dependent upon the investment cycle, overall market conditions, and the nature and
type of industry in which the privately held companies operate. The following 1able details our total capital
commitments and our unfunded commitments at December 31, 2007.

Our Capital  Our Unfunded

Our Ownership in Limited Partner (Dollars in thousands) Commitment Commitment Qur Ownership
Silicon Valley BancVentures, LP ............................ $ 6,000 660 10.7%
SVB Capital Partners ILLP (1) ... oot 1,200 960 5.1
SVB Strategic Investors Fund, LP . .......................... 15,300 2,299 12.6
SVB Strategic Investors Fund I, LP . ., .. [ 15,000 7,650 8.6
SVB Strategic Investors Fund IILLP ......................... 15,000 12,000 59
Partners for Growth, LP . ...... ... ... . ... .. ... ... .. 25,000 5,750 50.0
Partners for Growth ILLP . ... ... ... . i 15,000 9,525 24.2
Gold Hill Venture Lending 03, LP(2) ......... .. oo, 20,000 3,821 9.3
SVB India Capital Partners LLP ............................ 7,500 6,000 13.9
Other Fund Investments (3) .. ... ... ... oo i, 237,926 171,823 —%
Total .......... O S $357,926 $224 488

(1) Includes 1.3% direct ownership in SVB Capital Partners 11, LP through SVB Capital Partners 11, LLC, and
3.8% indirect ownership through our investment in SVB Strategic Investors Fund I, LP.

(2) Includes 4.8% direct ownership in Gold Hill Venture Lending 03, LP and its parallel funds. In addition,
includes 4.5% indirect ownership interest through Gold Hill Venture Lending Partners, 03, LLC.

{3) Represents commitments 10 324 private equity funds where our ownership interest is less than 5%.
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Contractual Obligations and Commercial Commitments

As of December 31, 2007, we, or the funds in which we have an ownership interest and manage, had the
following unfunded contractual obligations and commercial commitments. We do not have any material
commitments for capital expenditures as of December 31, 2007,

Payments Due By Period
After 5

(Dollars in thousands) Tolal Less than 1 year 1-3 years 4-5years years
Contractual obligations:
BOITOWINES ..ottt i r i $ 965,254 § 289,269 3 102,669 $§ 259,706 § 313,610
Non-cancelable operating leases, net of income from subleases ... .. 53,780 12,792 20,197 13,001 7,7%0
Remaining unfunded commitments to wholly owned fund

TNVESHMEIES .o o\ttt et s e e e e et s et s aaans 171,823 171,823 — — —
Remaining unfunded commitments to Partners for Growth, LP ... ... 9,750 9,750 — —_ —
Remaining unfunded commitments to Partners for Growth [L LP .. .. 9,525 9,525 — — —
Remaining unfunded commitments by Gold Hill

Venture Lending 03, LP ........coiiiiiiniein i ns 1,821 3,821 — — —_
Remaining unfunded commitments to our managed funds:
SVB Strategic Investors Fund, LP(1}..............coooinns, 2,299 2,299 — —_ —
SVB Strategic Investors Fund ILLP (1) ... ...........ooiiens, 7,650 7.650 — — —
SVB Strategic Investors Fund IILLP (1} ..............oovnns, 12,000 12,000 — —_ —
Silicon Valley BancVentures, LP(1) ................. ... cooos. 660 660 — — —
SVB Capital Partners ILLP (1} ........... i, 960 960 — — —
SVB India Capitat Partners L LP (1} ........... ... e, 6,000 6,000 — — —
Remaining unfunded commitments to all limited partnership

investees of our managed funds to private equity funds by:
SVB Strategic Investors Fund, LE(1)...... ... ... iii e 1,766 7,766 — — —
SVB Strategic Investors Fund ILLP (1) . ... ool 84,718 84,718 — — —
SVB Strategic Investors Fund HLLP (1) . ...t $ 158,656 $ 158,656 $ — 3 — § —

Amount of Commitment Expiring Per Period
After 5

(Dollars in thousands) Total  Lessthan1year 1-3years 4-5 years years
Other commercial commitments
Commitments toextend credit .. ... . ... ... i $5,664,984 $4,664,865 $ 824,924 § 115362 § 59,833
Standby letters of credit ........ ... . i 676,286 620,894 41,048 7,143 7.201

Commercial letters of credit .. ... oooi $ 3,665 § 7645 $ 1,020 § — % —

(1) See Note 7 (Investment Securities) of the “Notes to the Consolidated Financial Statements” under Part II,
Item 8 in this report, for further disclosure related to investment securities. We make investment
commitments to invest in funds, Commitments to invest in these funds are generally made for a ten-year
period from the inception of the fund. The timing of future cash requirements to fund such commitments is
generally dependent upon the investment cycle, overall market conditions, and the nature and type of
industry in which the privately held companies operate.
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Item 7A. Quantitative and Qualitative Disclosures about Market Risk
Interest Rate Risk Management

Market risk is defined as the risk of adverse fluctuations in the market value of financial instruments due to
changes in market interest rates. Interest rate risk is our primary market risk and can result from timing and
volume differences in the repricing of our rate-sensitive assets and liabilities and changes in the shape and level
of the yield curve. Other market risks include foreign currency exchange risk and equity price risk. These risks
are not considered significant and no separate quantitative information concerning them is presented herein.

Interest rate risk is managed by the Asset/Liability Committee (ALCO), which is a management committee.
ALCO reviews sensitivities of assets and liabilities to changes in interest rates, changes in investment and
funding portfolios, loan and deposit activity and current market conditions. Adherence to relevant policies, which
are approved by the Finance Committee of our Board of Directors, is monitored on an ongoing basis and
decisions related to the management of interest rate exposure are made, as appropriate.

Management of interest rate risk is carried out primarily through strategies involving our investment
securities and funding portfolios. In addition, our policies permit off-balance sheet derivative instruments to
manage interest rate risk.

We utilize a simulation model to perform sensitivity analysis on the market value of portfolio equity and net
interest income under a variety of interest rate scenarios, balance sheet forecasts and proposed strategies. The
simulation model provides a dynamic assessment of interest rate sensitivity embedded in our balance sheet. We
also use traditional gap analysis to provide a simple indicator of interest rate risk. Gap analysis provides only a
static view of interest rate sensitivity at a point in time, while the simulation model measures the potential
volatility in forecasted results relating to changes in market interest rates over time. Management reviews our
interest rate risk position at a minimum, on a quarterly basis.

Market Value of Portfolio Equity and Net Interest Income
One application of the aforementioned simulation model involves measurement of the impact of market
interest rate changes on our market value of portfolio equity (“MVPE”). MVPE is defined as the market value of

assets, less the market value of liabilitics, adjusted for any off-balance sheet items. A second application of the
simulation model measures the impact of market interest rate changes on our net interest income (“NIT™),
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The following table presents our MVPE and NII sensitivity exposure at December 31, 2007 and 2006,
related to an instantaneous and sustained parallel shift in market interest rates of 100 and 200 basis points,

respectively.

Estimated Increase/ Estimated Increase/
Estimated (Decrease) in MVPE Fstimated (Decrease) in NII
Change in interest rates (basis points}) MVPE Amount Percent NIIL Amount Percent
(Dollars in thousands)
December 31, 2007:
+200 ... $1,151,955 § 33,654 3.0% $§ 461,965 § 45942 11.0%
H100 ... 1,138,790 20,489 1.8 439,489 23,466 5.6
e 1,118,301 — —_ 416,023 — —_—
100 L. 1,081,469 (36,832) (3.3) 393,817 (22,206) (5.3)
200 . $1,045298 § (73,003) (6.5% $§ 367,161 $ (48,862) (11.71%
December 31, 2006:
+200 ... e $1,054,640 § (157 —% $ 441,824 $ 35,898 8.8%
+100 ... 1,053,017 (1,780) (0.2) 424034 18,108 4.5
e 1,054,797 — — 405,926 — —_
100 L 1,040,079 (14,718) (1.4 384,080 (21,846) (5.4)
200 L. $1,001,861 § (52,936) (5.00% $ 358,625 $ (47,301 (1L.7)Y%

The estimated MVPE in the preceding table is based on a discounted cash flow analysis using market
interest rates provided by independent broker/dealers and other publicly available sources that we deem reliable.
These estimates are highly assumption-dependent and will change regularly as our asset/liability structure
changes and as interest rale environments evolve. These calculations do not reflect changes we may make to
reduce our MVPE exposure in response to a change in market interest rates. We expect to continue to manage
our interest rate risk utilizing on and off-balance sheet strategies, as appropriate.

As with any method of measuring interest rate risk, certain limitations are inherent in the method of analysis
presented in the preceding table. We are exposed to basis risk, yield curve risk, and prepayment risk, which
cannot be fully modeled and expressed using the above methodology. Accordingly, the results in the preceding
table should not be relied upon as a precise indicator of actval results in the event of changing market interest
rates. Additionally, the resulting MVPE and NII estimates are not intended to represent, and should not be
construed to represent the underlying value.

Our base case MVPE at December 31, 2007 increased from December 31, 2006 by $63.5 million, primarily
due to growth in our loan portfolic. MVPE sensitivity in simulated interest rate movements increased due to the
issuance of senior and subordinated debt in 2007. Qur expected 12-month NII at December 31, 2007 increased
from December 31, 2006 by $10.1 million, due to the sirong loan growth which outweighed the increased interest
expense associated with new deposit products and the debt issuance. NII sensitivity in simulated interest rate
movements increased in rising rates and experienced minimal change in declining rates. Changes in pricing
strategies may differ from current model assumptions and may have an impact on our overall sensitivity.

Interest Rate Sensitivity Gap Analysis

The interest rate sensitivity gap is defined as the difference between the amount of interest-carning assets
and interest-bearing liabilities that are anticipated to re-price within a specific time period. A gap is considered
positive when the amount of interest rate sensitive assets exceeds the amount of interest-sensitive liabilities
re-pricing within that same time period. Positive cumulative gaps in early time periods suggest that earnings will
increase when interest rates rise. Negative cumulative gaps suggest that earnings will increase when interest rates
fall. The gap analysis as of December 31, 2007 indicates that the cumulative one-year gap as a percentage of total
assets was a positive 37.9%.
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The following table illustrates our interest rate sensitivity gap positions a1 Decernber 31, 2007:

Assets and liabilities that mature or reprice

Alter After After After
1 Day I Month 3 Months 6 Months 1 Year
to to to to to
(Dollars in thousands) Immediately 1Month 3 Months 6 Months 1 Year 5 Years After 5 Years Not Stated Total
Assets:
Cash and due from bank,
securities purchased under
agreement to resell and
other short-term .
investment securities (1) .. § — § 358,664 % — 3 —3% —$ - § — § 325399 § 684,063
Investment securities:
U.S. Treasury securities
and agencies
obligations (2) ........ — — — 39,757 29,871 111,580 - — 181,208
Collateralized mortgage
obligations and
mortgage-backed
securities (2) ......... — 24,048 28,194 44,219 264,051 468,360 159,779 — 988,651
Other debt, marketable
equity and non-
marketable securities ., , . — - 5271 2936 12,268 16,981 395,253 — 432,715
Total investment securities . . — 24 048 33471 86,912 306,190 596,921 555,032 - 1,602,574
Loans, net of unearned
income (3} ............. 2,970,997 170,098 117,348 85482 144539 592903 70,363 — 4,151,730
Allowance for loan losses . .. — (47,293) — — e — — — (47,293
Otherassets .............. — — — — — — - 301,382 301,382
Total assets .............. $2,970,997 § 505517 % 150819% 172,394 § 450.729 $1,189,824 § 625395 § 626,781 $6,692,456
Liabilities, Minority Interest and Stockholders’ Equity:
Deposils:
Noninterest-bearing
demand ............. $ — 35 —35 —3 —3 —3 — 5 — $3.226,859 33,226,859
NOW and money
market .......... ..., — 20,778 40,210 57,097 103,513 480,632 274,921 — 977,151
Time ................. — 133,203 46,455 50642 104,305 505 — — 335110
Foreign sweep .......... — 1.514 2,933 4,172 7.588 35,702 20,174 — 72,083
Total deposits ............ — 155495 89,598 111,911 215406 516,839 295,095 3,226,859 4.611.203
Short-term borrowings ... .. —_ 90,000 —_ — —_ —_ — —_ 90,000
Other liabilities ....... s - 199,243 — — — — — — 199,243
Long-term FHLB
advances .............. — —  150.000 — — — — —  150.000
5.70% Seniornotes ........ — — — — - 259,706 — — 259,706
6.05% Subordinated notes . . . — — — —_— — — 261.099 — 261,099
Contingently convenible
debt ... — — — 149269 — — — — 149,269
7.0% Junior subordinated
debentures ............. — — —_ — 52,511 _ — — 52,511
Other long-term debt .. ... .. — — — — — 2,669 — — 2,669
Minority interest in capital of
consolidated affiliates .. .. — — — — — — — 240,102 240,102
Stockholders™ equity ... .... — — — — — — — 676,654 676,654

Total liabilities, minority
interest, and stockholders’

$ 4,143,615 $6,692,456

equily . . ... $ — § 444738 % 239598 % 261,180 % 267,917 % 779,214 $ 556,194
Off-Balance Sheet [tems:
Interest rate swaps . ........ $ — 5 (550,000)8 — % — % 50,000 % 250,000 $ 250,000
Gap ... 2970997 (489,221) (88,779} (B8,786) 232812 660,610 315,201
Cumulativegap ........... $2,970,997 $2,481,776 $2.392,997 $2,304,211 $2,537,023 $3,197,633 $3.516.834

(1) Includes interest-bearing deposits in other financial institutions of $74.3 million as of December 31, 2007.
(2) Principal cash flows are based on estimated principal payments as of December 31, 2007,

$ —%
(3.516,834)
$ -3

(3) Maturity/repricing columns for fixed rate loans are based upen the amount and timing of related principal payments as of December 31,

2007.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
SVB Financial Group:

We have audited SVB Financial Group and subsidiaries’ (the “Company”) internal control over financial
reporting as of December 31, 2007, based on criteria established in Internal Control—integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The Company’s
management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying
Management’s Report on Internal Control over Financial Reporting (Item 9A(b)). Our responsibility is to express
an opinion on the effectiveness of the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, and testing and evaluating the design and operating effectiveness of internal controt
based on assessed risk. Our audit also included performing other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2007 based on criteria established in Internal Control—Integrated Framework
issued by the Committee of Sponsoring QOrganizations of the Treadway Commission (COSO).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
{United States), the consolidated balance sheets of the Company as of December 31, 2007 and 2006, and the
related consolidated statements of income, comprehensive income, stockholders™ equity and cash flows for each
of the years in the three-year period ended December 31, 2007, and our report dated February 29, 2008 expressed
an unqualified opinion on those consolidated financial statements.

fs/ KPMG LLP

San Francisco, California
February 29, 2008
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Item 8. Consolidated Financial Statements and Supplementary Data

Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
SVB Financial Group:

We have audited the accompanying consolidated balance sheets of SVB Financial Group and subsidiaries
(the “Company”) as of December 31, 2007 and 2006, and the related consolidated statements of income,
comprehensive income, stockholders’ equity and cash flows for each of the years in the three-year period ended
December 31, 2007. These  consolidated financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these consolidated financial statements based on our
audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of the Company as of December 31, 2007 and 2006, and the results of their operations and
their cash flows for each of the years in the three-year period ended December 31, 2007, in conformity with U.S.
generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the Company’s internal control over financial reporting as of December 31, 2007, based on
criteria established in Inrernal Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO), and our report dated February 29, 2008, expressed an
unqualified opinion on the effectiveness of the Company’s internal contro! over financial reporting.

As discussed in Note 2 and Note 4 to the consolidated financial statements, effective January 1, 2006, the
Company adopted Statement of Financial Accounting Standards No. 123(R), Share Based Payment.

/s/ KPMG LLP

San Francisco, California
February 29, 2008
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SVB FINANCIAL GROUP AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

December 31,
(Dollars in thousands, except par value and share data) ' 2007 2006
Assets
Cashand due from banks . ........uirrrrernee it eae s $ 325399 § 393,284
Securities purchased under agreement to resell and other short-term investment
SECUTIEIES .+ o v ottt ettt ittt e 358,604 239,30t
INVESIMENE SECULILIES . . . . vttt e e ettt te it naae e i aannnnns 1,602,574 1,692,343
Loans, net of unearned INCOMIE . . .. .. ..ttt e ror e e eieai i aanaanns 4,151,730 3,482,402
Allowance for 10an 108588 . . ... ottt e e e i (47,293) (42,747T)
[ 10 (5 1 J A UGG N 4,104,437 3,439,655
Premises and equipment, net of accumulated depreciation and amortization ........ 38,628 37,306
GOOAWIL . . o e e 4,092 21,296
Accrued interest receivable and other assets . . .. ... oot e 258,662 258,267
Ol ASSEES .+ o v v et ettt e e e e e e e e e $6,692.456 $6,081,452
Liabilities, Minority Interest and Stockhelders’ Equity
Liabilities:
Deposits:
Noninterest-bearing demand .. ...........ooeeoii it $3,226,859 $3,039,528
Negotiable order of withdrawal (NOW) ........ ... ..o, 35,909 35,983
Money MArkel . ... .ve ittt e e 941,242 668,794
N 77 LR OO 335,110 313,320
FOreign sWeep .. ... oo e 72,083 —
Tolal depOSItS .. oo' e vttt e S 4,611,203 4,057,625
Short-termt BOITOWINES . . ..o v it et e 90,000 683,537
Other liabilities ... ...ttt i i i i ettt e i 199,243 193,296
Long-termdebt ... ... . .. . L 875,254 352,465
Total Habilities . .ottt e ittt et e e 5,775,700 5,286,923
Commitments and contingencies
Minority interest in capital of consolidated affiliates ...................0oantn 240,102 166,015
Stockholders’ equity:
Preferred stock, $0.001 par value, 20,000,000 shares authorized; no shares issued
and outstanding . ... ... i — —
Common stock, $0.001 par value, 150,000,000 shares authorized; 32,670,557 and
34,401,230 shares outstanding, respectively . ......... ... il 33 34
Additional paid-incapital ...... ... ... — 4,873
Retained arnings . .........couuuiuuuuunnuuuiirnnanenaa e 682911 641,528
Accumulated other comprehensive 1oss ....... . . . L il i (6,290) (17,921)
Total stockholders’ equity ... ... o i ii i et s 676,654 628,514
Total liabilities, minority interest and stockholders’ equity ................ ... .. $6,692,456 $6,081,452

See accompanying notes to the consolidated financial statements.
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SVB FINANCIAL GROUP AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

Year ended December 31,
(Dollars in thousands, except per share amounts}) 2007 2006 2005
Interest income:
7 T TP $361,903 $299,001 $219,283
Investment securities:
< 4 61,303 74,523 83,950
Non-taxable ................... e e e e e e e e e e e e e e 2,364 3,026 3,695
Federal funds sold, securities purchased under agreement to resell and other short-term
IOVESTMIENE BECUIIIES L vttt ittt e et s e e e e ettt et re e it tae et e nnans 17,816 11,089 9,531
Total IMETESLINCOME . . . L. Lottt ettt ettt it et n e n e an e 443386 387.639 316,459
interest expense:
DEPOSIES . ittt e e e 13,285 8,905 10,933
BOITOWII S L. e e e e, 49,168 26,277 6,233
Total iNterest EXPENSE . . ..ot ittt et e e e 62,453 35,182 17,166
R[S 118 (o I ot )1 | -SSP PV 380,933 352457 299,293
Provision for Ioan LoS8es .. ... ittt e e e e 16,836 9,877 237
Net interest income after provision forloan losses . ......... . i i e 364,097 342580 299,056
Noninterest income:
Client INVESIENE FoES L o . ittt ittt ettt st et e e e 51,794 44,345 33,255
(Gains on investment SECUTItES, NEL . .. ..o v v\ttt ittt ie et e ime et e iaeeaeanes 46,724 2,551 4,307
Foreign exchange fees . ... . o i i e 25,750 21,045 17,906
Gains on derivative InStUmMENtSs, NEE . ... ...t ittt i ittt et ettt it 23,935 17,949 6,750
Deposit SEIVICE CRAIZES . . v\ ittt ettt ettt e e i 15,554 10,159 9.805
Corporate finance fees . ... . it e e 14,199 11.649 22,063
Letter of credit and standby letter of creditincome . ...... ... ... ... ... ool 11,115 9,943 10,007
L T 113 32,313 23,565 13,402
Total NONIAIEIEST INCOIMIE . . . o\ ittt ittt ettt it sttt it et a ettt e e it ettt ieana sy 221,384 141,206 117,495
Noninterest expense:
Compensation and benefits . ... ... . . . e e 213,892 188,588 163,590
Professional SEIVICES . . . ...\ ottt ittt e e 32,905 40,791 28,729
Nl OCCUPANCY .« . ittt et ittt ettt et e e e 20,829 17,369 16,210
Premises and eqUIPMIEnIt ... . ... o i e 19,756 15,311 12,824
Impairment of goodwill ... ... . e e e 17,204 18,434 —_
Business development and travel ... ... ... . e 12,263 12,760 10,647
Comrespondentbank fees . . ... ..o i e e 513 5,647 5,530
Telephone .. ...t e e e e e e 5,404 4,081 3,703
Data Processing SEIVICES .+ .o vt ittt ettt i e i 3,841 4,239 4,105
(Reduction of) provision for unfunded credit commitments ............... .. coiiivinnnan. (1,207) {2,461) 927
L1 1T 15,869 17,744 13,595
Total NONINIETESL BXPENSE . .. .. ..ttt ittt e i s 346,469 322503 259,860
Income before minority interest in net income of consolidated affiliates and income tax expense ... 239,012 161,283 156,691
Minority interest in net income of consclidated affiliates .................... .. ... i, (28,596)  (6,308)  (3,396)
Income before iNCOME 1AX EXPEISE . . ..ottt s 210416 154975 153,295
INCOME (2K @XPOINSE . . . . ittt e e e e 86,778 65,782 60,758
Net income before cumulative effect of change in accounting principle ............... ..., 123,638 89,193 92,537
Cumulative effect of change in accounting principle, netof tax (I) ... ... o, —_— 192 —_
L ey 1= N $123.638 § 89,385 $ 92,537
Eamings per common share—basic, before cumulative effect of change in accounting principle ... 3 364 $ 257 % 264
Earmings per common share—diluted, before cumulative effect of change in accounting
PIDCI DI . ittt e e e e $ 337 % 237 53 240
Eamings per common share—basic ... ........ocovvvininnn.n. e £ 364 %5 258 5§ 264
Eamings per common share—diluted . ... ... ... ... . . . s $ 337 % 238 % 240

(§) Represents the camulative effect of change in accounting principle, net of taxes, on previously recognized share-based compensation for

the effect of adopting Statement of Financial Accounting Standards No. 123 (R), Share-Based Payment

See accompanying notes to the consolidated financial statements.
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SVB FINANCIAL GROUP AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31,
(Dollars in thousands} 2007 2006 2005
NELIRCOIME .« o v vttt et e et et e e e e e e e e e $123,638 $ 89,385 § 92,537
Other comprehensive income (loss), net of tax:
Cumulative translation gains (losses):
Foreign currency translation gains (losses) ............. ... ... ... 324 462 (168)
Related tax effect ...t i et it (129) (191) 70
Change in unrealized gains (losses) on available-for-sale investment
securities:
Unrealized holding gains (lossesy .......... .. ... . v i 19,321 7,028  (35,270)
Related tax effect ....... .. ... ittt (8,283) (2,331) 14,236
Reclassification adjustment for gains {losses) included in net income . .. 678 (3,061) (2,135)
Related tax effect ... . i i e it ean e (280) 1,266 886
Other comprehensive gains (losses), netoftax ......................... 11,631 3,173 (22,381)
Comprehensive INCOME .. ..ttt i i ie e $135,269 §$ 92,558 § 70,156

See accompanying notes to the consolidated firancial statements.
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SVB FINANCIAL GROUP AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Acc‘t:l)n;lulated
Additional ther
Common Stock Pait:l-ina Retained  Unearned  Comprehensive
(Dollars in thousands) Shares Amount Capital Earnings Compensation Income Total
Year ended December 31,2004 . . . .. 35,970,095 $36 $ 45,226 $499911  $(4,512) $ 1,287 $ 541,948
Common stock issued under employee

benefit plans, net of restricted stock

cancellations ................... 883,385 1 25,851 — (7,226) — 18,626
Income tax benefit from stock options

exercised and vesting of restricted

stock L. — _— 9,811 — — — 9,811
Netincome ,..................... —_ — — 92,537 — — 92,537
Amortization of unearned

cCompensation ........couunaan.s — —_ — — 5,946 — 5,946
Net change in unrealized gains (losses)

on available-for-sale investment

securities . ...l - - — — — {22,283) {22,283)
Translation adjustments ............ — — — — — (98) (98)
Common stock repurchases ......... (1,688,800) (2) (72,926) (4,735 — — {77,663)
Other-net.................oon... — — 477 — — —_ 477
Year ended December 31,2005 ... .. 35,164,680 $35 $ 8,439 $587,713  $(5,792) $(21,094) $ 569,301
Common stock issued under employee

benefit plans, net of restricted stock

cancellations ................... 1,380,965 1 33,871 — — — 33,872
Income tax benefit from stock options

exercised and vesting of restricted

stock ... - — 15,127 — — — 15,127
Netincome ...................... —_ - — 89,385 — — 89,385
Amortization of unearned

COMpPensation .................. — — (5,792) — 5,792 — —
Net change in unrealized gains (losses)

on available-for-sale investment

SECUMMEs .. ....uvvrnn e — — — — — 2,902 2,902
Translation adjustments ............ — — — — —_ 271 271
Common stock repurchases ......... (2,144,415 (2} (69.646) (34,111) — — (103,759)
Steck-based compensation expense

under SFAS I23R) ............. —_ - 21,340 — — —_ 21,340
Other-net ..........cvvviieninnans —_ — 1,534 (1,459) — —_— 75
Year ended December 31,2006 . . . .. 34401230 $34 § 4873 $641,528 § — $(17,921) $ 628,514
Common stock issued under employee

benefit plans, net of restricted stock

cancellations ................... 1,184,374 1 31,211 — — — 31,212
Income tax benefit from stock options

exercised and vesting of restricted

SOCK ... e 12,251 —_ — — 12,251
Netincome .............cooven... —_ - — 123,638 — — 123,638
Net change in unrealized gains (losses)

on available-for-sale investment

SECUrities .. ......oviiniiiia., - - — — — 11,436 11,436
Translation adjustments ............ —_ = — — — 195 195
Common stock repurchases ......... 2915047 (@) (64,302 (82,450) — — (146,754)
Stock-based compensation expense

under SFAS 123(R) ............. - — 15,476 — — — 15,476
Other-net . .........coviiieinans — 491 195 — — 686
Year ended December 31, 2007 . . ... 32,670,557 $33 §$ — $682911 § — $ (6,290) § 676,654

See accompanying notes to the consolidated financial statements.
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SVB FINANCIAIL GROUP AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
Year ended December 31,

(Dollars in thousands) 2007 2006 2005
Cash flows from operating activities:
NELICOME . .o e et e e e e e e e e et e e e e e e e $123638 § 897385 $ 92,537
Adjustments to reconcile net income to net cash provided by operating activities:
Impaimment of goodwill ... .. e e e 17,204 18,434 —
Provision for Joan 08888 .. ... e e, 16,836 9.877 237
(Reduction of) provision for unfunded credit commitments . .................. ... ... .. (1,207) (2,462) 927
Changes in fair values of derivatives, et . ....... ... .o ittt (13,801 (10457 (3,332)
Gains on investment SECUrIes, NEL . .. ... vttt et rinenrrrnnenenns [P e (46,724) (2,551) (4,307
Depreciation and amortization .......... .ottt i e e 19,450 17,566 8,236
Minority interest in net income of consolidated affiliates ......... .. .. ... ... ... ... 28,596 6,308 3,396
Tax benefit of original issue discount ... ... ... ... i 3,395 3,19 3,031
Tax benefit (provision) of share-based compensation andother ........................... 1,672 (103) 6,780
Amortization of share-based compensation . ............ .. i il i 15,131 21,340 7,873
Amortization of deferred warrant-related loanfees . ... ... ... . i i i, (7,553) (7,109) (6,123)
Deferred income tax benefit ... ... .. e {12,973) (5,236) (950)
Loss on sale of and valuation adjustments to other real estate owned property ................ 1,524 — —
Changes in other assets and liabilities:
Accrued interestreceivable .. ... ... ... i e i 420 {1,736) (9,693)
ACCOUNTS TECEIVABIE . .. ... ittt ittt ittt a e (210) 218 7,605
Income tax receivable, DBl ... . i e e i e s 3,901 (5,540} 1,993
Accrued retention, incentive plans and other compensation benefits payable .............. ... 18,170 (1,826) 1,636
Foreign exchange spol COMIACLASSELS .. ...\ uiuettiniutetsiantesinnnnae e onneeeais 10,663 — -
L0 71 17 A S £3,252) (1,595) 3,822
Net cash provided by operating activities . . ..., ... ... ... . . .. i i 174,880 127,709 113,628
Cash flows from investing activities:
Purchases of available-for-sale securmities ... ... ... .. ittt it e it (77,764) (30,107) (448,352)
Proceeds from sales of available-for-sale securities .. .......... . ... . il 10,280 119,200 11,860
Proceeds from maturities and pay downs of available-for-sale securities ...................... 290,411 314,642 481,573
Purchases of nonmarketable securities (cost and equity method accounting) ................... (28,432) (40,304) (14,500)
Proceeds from sales of nonmarketable securities (cost and equity method accounting) ........... 17,394 20,076 5,766
Proceeds from nonmarketable securities (cost and equity method accounting) ......... ...t 11,945 23,398 13,831
Purchases of nonmarketable securities (investment fair value accounting) ..................... (81,852) (58,758) (71,462)
Proceeds from sales of nonmarkelable securities (investment fair value accounting) ............. 32971 12,830 9,674
Net Increase Inm LOanS . .. .. ... it e it it i a e i i e e (6B8,918) (646,005) (549,379
Proceeds from recoveries of charged-offtoans .. ........ ... i e 7.088 10,150 11,351
Proceeds from sale of otherreal estateowned ... ... ot it 4618 — —
Paymen: for acquisition of intangibles, net of cashacquired .................. .. ... ... ... (395} (3,994) —
Purchases of premises and equipment .. ... . ... .0 it i i e s {12,852) (20,697) (18,255)
Net cash used for investing activities . .. ... ... .. . e (515,506) (299,569) (567,893)
Cash {flows from financing activities:
Netincrease {decrease) in deposilts .. .. ...ttt ottt i i i e 553,578  (195,105) 33,216
Proceeds from the issuance of senior and subordinated notes,net ............ .. ... ... L 495,030 — —
Proceeds from issuance of other long-termdebt .. ........ ..o oo o o —. 150,000 —
(Decrease) increase in short-term bOITOWINES ... ... .. vttt ea s (593,537 404,062 269,655
Decrease in long-termdebt ... ... s (100) (104) (64)
Capital contributions from minority interest participants, net of distributions ................... 45,491 41,347 45,375
Tax benefit of share-based COMPENSAtON . .. ... ... ... it i e it iie s 7,184 12,034 —
Proceeds from issuance of commonstock ... ... L i e 31,212 33,872 18,626
Repurchases of common SOCK .. .. ... i e i e e (146,754) (103,759} (77,663)
Nel cash provided by financing activities . ... ... ... ... .. . e 392,104 342,347 189,145
Net increase (decrease) in cash and cashequivalents .. ... ... ... ... ..o o i 51,478 170,487  (165,120)
Cash and cash equivalents at beginningof year ... .. .. ... .. . e 632,585 462,098 627,218
Cash and cash equivalents atend of year . ....... .. ittt $ 684,063 $ 632,585 § 462,098

Supplemental disclosures:
Cash paid during the period for:

Interest paid .. ..o e e $ 61,565 §$ 32554 $ 17,036

INCOME TAXES P . ..o ittt ittt et ia e $ 83,669 $ 61330 $ 49934
Noncash items during the period:

Additions to otherrealestate owned .. . ... ... L. i $ 2373 § — % 6255

Expense assoctated 1o loans issued under the Employee Home Ownership Program ............. $ 529 § 93 § 477

Unrealized gains (losses) on available-for-sale securities ........... ... ..ol $ 11,038 & 4697 $ (21,034)

Net change in fair value of interest rate SWapPs . ... .. .vvuttnanr it it iiiaaiiaiiaaas $ 20951 'S 51,800 § —

See accompanying notes to the consolidated financial statements.
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SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of Business
Nature of Business

SVB Financial Group (“SVB Financial” or the “Parent”) is a diversified financial services company, as well
as a bank holding company and financial holding company. SVB Financial was incorporated in the state of
Delaware in March 1999. Through our various subsidiaries and divisions, we offer a variety of banking and
financial products and services to support our clients throughout their life cycles. In this Annual Report on Form
10-K, when we refer to “SVB Financial Group,” the “Company,” “we,” “our,” “us” or use similar words, we
mean SVB Financial Group and all of its subsidiaries collectively, including Silicon Valley Bank (the “Bank”).
When we refer to “SVB Financial” or the “Parent” we are referring only to the parent company, SVB Financial

Group.

We offer commercial banking products and services through our principal subsidiary, the Bank, which is a
California-chartered bank founded in 1983 and a member of the Federal Reserve System. Through its
subsidiaries, the Bank zlso offers brokerage, investment advisory and asset management services. We also offer
non-banking financial products and services, such as funds management, private equity investment and equity
valuation services, through our other subsidiaries and divisions.

We primarily focus on serving corporate clients in the following niches: technology, life sciences, private
equity and premium wine. Qur corporate clients range in size and stage of maturity, from “emerging growth”
companies 10 more “mature” or “later-stage” companies. Qur emerging growth clients tend to be privately held
and funded by venture capital, may have generally fewer employees, be primarily engaged in research and
development, market relatively few products or services andf/or have little or no revenue, Qur more mature or
later-stage companies tend to be more established and may be publicly traded. Additionally, we focus on
cultivating strong relationships with firms within the venture capital and private equity comrmunity worldwide,
many of which are also our clients and may invest in our corporate clients.

We are headquartered in Santa Clara, California, and operate through 27 offices in the United States and
five internationally in China, India, Israel and the United Kingdom.

For reporting purposes, SVB Financial Group has four operating segments in which we report our financial
information in this report; Commercial Banking, SVB Capital, SVB Alliant, and Other Business Services.
Financial information and results of operations for our operating segments are set forth in Note 23 (Segment
Reporting) in this report and in “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Operating Segment Results’ under Part [, Item 7 of this report.

Our Commercial Banking segment is comprised of the commercial banking and financial products and
services of the Bank and its subsidiaries, through which we offer lending, deposit, cash management, global
trade, brokerage and investment advisory products and services to our commercial clients, including private
equity firms. Our SVB Capital segment consists of our private equity division which focuses primarily on funds
management. Funds managed or sponsored by SVB Capital invest in portfolio companies and other funds. Our
SVB Alliant segment is comprised of our investment banking division. We reached a decision in July 2007 to
cease operations at SVB Alliant. We elected to have SVB Alliant complete a limited number of client
transactions before finalizing its shut-down. Accordingly, we have classified the results of operations of SVB
Alliant as continuing operations in the accompanying Consolidated Statement of Income for the year ended
December 31, 2007 and also continued to report financial information relating to SVB Alliant as a separate
operating segment for 2007. As of the date of this report, all such client transactions have been completed. Other
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SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

than the completion of wind-down activities, we expect to cease operations by the end of the first quarter of
2008. Finally, our Other Business Services segment is comprised of all other businesses, such as SVB Private
Client Services (private banking), SVB Global (global banking and related products), SVB Analytics (equity
valuation and management) and SVB Wine Division (commercial banking for premium wine industry clients).

2.  Summary of Significant Accounting Policies
Use of Estimates and Assumptions

The preparation of consolidated financial statements in conformity with generally accepted accounting
principles in the United States of America (“GAAP”) requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates. Estimates may change as new information is obtained.
Significant items that are subject to such estimates include the valuation of non-marketable securities, the
adequacy of the allowance for loan losses, valuation of equity warrant assets, valuation of goodwill, the
recognition and measurement of income tax assets and liabilities, and the adequacy of the reserve for unfunded
credit commitments.

Principles of Consolidation and Presentation

Our consolidated financial statements include the accounts of SVB Financial Group and our majority-owned
subsidiaries and variable interest entities (“VIEs”) for which we are the primary beneficiary. All significant
intercompany accounts and transactions have been eliminated.

We are variable interest holders in certain partnerships for which we are the primary beneficiary as defined
by Financial Accounting Standards Board (“FASB”) Interpretation (“FIN™) No. 46 {revised 2003), Consolidation
of Vuriable Interest Entities (“FIN 46R”). The following provides a summary of the VIEs in which we have a
significant variable interest, and discusses the accounting changes that resulted from the adoption of FIN 46R,

We have a significant variable limited partnership interest in the Gold Hill Venture Lending Partners 03,
LLC (*GHLLC”), which is the general partner of Gold Hill Venture Lending 03, LP, a venture debt fund, and
certain affiliated funds (the “Gold Hill Funds”). GHLLC was formed in 2000 and was consolidated as a wholly-
owned subsidiary until it admitted additional members in the third quarter of 2004, which caused GHLLC to
meet the FIN 46R definition of a VIE, since we have disproportionately few voting rights and substantially all of
GHLLC’s activities involve or are conducted on our behalf. Because we are the primary beneficiary of the entity,
we continued to consolidate GHLLC, subsequent to the admission of additional members, as a VIE under
FIN 46R which requires us to eliminate intercompany balances and to attribute transactions to the primary
beneficiary (and not to noncontrolling interests) in the consolidated financial statements. Creditors of the entity
do not have recourse against us, and our exposure to loss as a result of involvement with GHLLC at
December 31, 2007 was limited to $17.1 million of net equity investment in the entity and $2.1 million of
commitments for future investments. The Gold Hill Funds do not meet the FIN 46R definition of a VIE,

SVB Financial owns 100% of the common stock of SVB Capital 11, an entity formed in October 2003 to
issue trust preferred securities. SVB Financial has provided a.full and unconditional guarantee of the trust
preferred securities and SVB Capita! II has no operating history or independent operations and is not engaged in
and does not propose to engage in any other activity. SVB Capital II meets the FIN 46R definition of a VIE, but
we are not the primary beneficiary in this entity because, as a result of our. investment being funded by SVB
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Capital I, the investment is not considered to be at risk. As such, SVB Capital 1I was not consolidated into our
financial statements at December 31, 2007 or December 31, 2006. The junior subordinated debentures held by
SVB Financial ($52.5 million and $51.4 million at December 31, 2007 and 2006, respectively) are included in
our long-term debt. (See Note 12 (Short-Term Borrowings and Long-Term Debt)). We are not exposed to loss
related to SVB Capital 1. The Federal Reserve Board announced in July 2003 that qualifying trust preferred
securities will continue to be treated as Tier 1 capital until notice is given to the contrary.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, cash balances due from banks, interest-earning deposits,
federa! funds sold, securities purchased under agreement to resell and other short-term investment securities. For
the consolidated statements of cash flows, we consider cash equivalents to be investments that are readily
convertible to known amounts of cash, so near to their maturity :that they present an insignificant risk of change
in fair value due to changes in market interest rates, and purchased in conjunction with our cash management
activities.

Investment Securities
Marketable Securities

Our marketable securities consist of available-for-sale debt and equity securities that we carry at fair value,
Unrealized gains and losses on available-for-sale securities, net of applicable taxes, are reported in accumulated
other comprehensive income, which is a separate component of stockholders’ equity, until realized.

We consider a number of factors in determining other-than-temporary impairment. An indicator of
impairment for both marketable equity and debt securities is a non-recoverable decline in market price below the
amount recorded for that investment. We also consider the following factors:

*  Our investment horizon;

» The length of time and the extent to which market value has been less than cost;

» The reasons for the decline in market price, whether industry-wide or issuer-specific;

» Changes in the regulatory, economic or technological environment of the issuer’s industry;

» Changes in the general market condition of either the geographic area or the issuer’s industry;

+ The issuer’s financial condition, capital strength and near-term prospects, as well as its ability to make
timely future payments; and

*  Any changes in credit ratings and any potential actions,

Market valuations represent the current fair value of a security at a specified point in time and do not
represent the risk of repayment of the principal due to our ability to hold the security to maturity. Gains and
losses on securities are only realized upon the sale of the security prior to maturity. A credit downgrade
represents an increased level of risk of other-than-temporary impairment, and will only be recognized if we
assess the downgrade 1o challenge the issuer’s ability to service the debt and to repay the principal at contractual
maturity.

In accordance with Statement of Financial Accounting Standards (“SFAS”) No. 91, Accounting for
Nonrefundable Fees and Costs Associated with Originating or Acquiring Loans and Initial Direct Costs of
Leases (“SFAS No. 91"), we use actual principal prepayment experience to calculate the constant effective yield
necessary 10 apply the interest method in the amortization of purchase discounts or premiums on mottgage-
backed securities. Estimates of future principal prepayments, provided by third-party market-data vendors, are
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used in addition to actual principal prepayment experience to calculate the constant effective yicld necessary to
apply the interest method in the amortization of purchase discounts or premiums on collateralized mortgage
obligations.

Amortization of premiums and accretion of discounts on all other debt securities are included in interest
income over the contractual terms of the underlying investment securities using the straight-line method, which
does not vary materially from the effective interest method.

Non-Marketable Securities

Non-marketable securities include private equity securities that are not publicly traded and securities
acquired for various purposes, such as to meet regulatory requirements (for example, Federal Reserve Bank and
Federal Home Loan Bank stock). Our accounting for investments in non-marketable securities depends on
several factors, including the level of ownership/control and the legal structure of its subsidiary making the
investment. As further described below, we base our accounting for such securities on: (i) investment company
fair value accounting, (ii) equity method accounting, or (iii) cost method accounting.

Investment Company Fair Value

Our non-marketable securities recorded pursuant to investment company fair value accounting consist of
our investments in the following funds:

* Funds of funds, SVB Strategic Investors Fund, LP, SVB Strategic Investors Fund II, LP, and SVB
Strategic Investors Fund I1I, LP, which make investments in private equity funds;

» Co-investment funds, Silicon Valley BancVentures, LP, SVB Capital Partners II, LP, and SVB India
Capital Partners I, LP, which make equity investments in privately held companies; and

» A special situation debt fund, Partners for Growth, LP, which provides financing to companies in the
form of structured loans and equity investments. -

A summary of our ownership interests in the investments held under investment company fair value
accounting is presented in the following table:

Company
Company Ownership in Limited Partnership Ownership
SVB Strategic Investors Fund, LP (1) . ... . . 12.6%
SVB Strategic Investors Fund TL LP (1) ... . ..o o i 8.6
SVB Strategic Investors Fund IIL LP (1) . . ... ..o o 5.9
Silicon Valley BancVentures, LP (2) . ... ... ... e 10.7
SVB Capital Partners IL LP (2) ... ... e e 5.1
SVB India Capital Partners L LP (2) .. ... . e 13.9
Partners for Growth, LP (3) . ... . i e e 50.0%

Note—Entity’s results of operations and financial condition are included in the consolidated financial statements

of SVB Financial Group net of minority interest.

(1) The general partner of SVB Strategic Investors Fund, LP (“SIF I}, SVB Strategic Investors, LLC, is owned
and controlled by SVB Financial and has an ownership interest of 12.6% in SIF L. The general partner of
SVB Strategic Investors Fund 11, LP (“SIF IT"), SVB Strategic Investors I, LLC, is owned and controlled by
SVB Financial and has an ownership interest of 8.6% in SIF IL. The general partner of SVB Strategic
Investors Fund 11, LP (“SIF III"), SVB Strategic Investors III, LLC, is owned and controlled by SVB
Financial and has an ownership interest of 5.9% in SIF III, The limited partners of these funds do not have
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substantive participating or kick-out rights, Therefore, SIF I, II, and Il are consolidated and any gains or
losses resulting from changes in the estimated fair value of the investments are recorded as investment gains
or losses in our consolidated net income.

(2) The general partner of Silicon Valley BancVentures, LP (“SVBV”), Silicon Valley BancVentures, Inc., is
owned and controlled by SVB Financial and has an ownership interest of 10.7% in SVBV. The general
partner of SVB Capital Partners II, LP (“SCPII”), SVB Capital If, LLC, is owned and controlled by SVB
Financial and has an ownership interest of 0.2% in SCPIL. As of December 31, 2007, SVB Strategic
Investors Fund II, LP has a 43.7% ownership in SVB Capital Partners I1, LP. The general partner of SVB
India Capital Partners 1, LP (“SICP”), SVB India Management 1, LLC, is owned and controiled by SVB
Financial and has an ownership interest of 13.9% in SICP. The limited partners of these funds do not have
substantive participating or kick-out rights. Therefore, SVBV, SCPII and SICP are consolidated and any
gains or losses resulting from changes in the estimated fair value of the investments are recorded as
investment gains or losses in our consolidated net income.

(3) The general partner of Partners for Growth, LP, Partners for Growth, LLC, is not owned or controlled by
SVB Financial. The limited partners of this fund have substantive kick-out rights by which the general
partner may be removed without cause by simple majority vote of the limited partners. SVB Financial has
an ownership interest of slightly more than 50.0% in Partners for Growth, LP. Accordingly, the fund is
consolidated and any gains or losses resulting from changes in the estimated fair value of the investments
are recorded as investment gains or losses in our consolidated net income.

Under investment company accounting, investments are carried at estimated fair value based on financial
information obtained as the general partner of the fund or obtained from the funds’ respective general partner.
For direct private company investments, valuations are based upon consideration of a range of factors including,
but not limited to, the price at which the investment was acquired, the term and nature of the investment, local
market conditions, values for comparable securities, current and projected operating performance, exit strategies
and financing transactions subsequent io the acquisition of the investment. For our fund investments, we utilize
the most recent available financial information available from the investee general partner, for example
September 30th, for our December 31st consolidated financial statements, adjusted for any contributions paid or
distributions received from the investment during the fourth quarter. Gains or losses resulting from changes in
the estimated fair value of the investments and from distributions received are recorded as investment gains or
losses in our consolidated net income. The portion of any investment gains or losses attribotable to the limited
partners is reflected as minority interest in net income (loss) of consolidated affiliates and adjusts SVB
Financial’s net income to reflect its percentage ownership.

Equity Method

Our equity method non-marketable securities consist of two sponsored debt funds and several qualified
affordable housing tax credit funds. Our equity method non-marketable securities and related accounting policies
are described as follows: :

» In accordance with the provisions of Accounting Principles Board Opinion No. 18, The Equity Method
of Accounting for Investments in Common Stock, equity securities, such as preferred or common stock
in privately-held companies in which we hold an ownership interest of at least 20% but less than 50%
voting interest or in which we have the ability to exercise significant influence over the investees’
operating and financial policies, are accounted for under the equity method.

» In accordance with the provisions of Emerging Issue Task Force (“EITF”) Topic D-46, Accounting for
Limited Partnership Investments (“EITF Topic D-46"), investments in limited partnerships in which we
own more than 5%, but less than 50% or in which we have the ability to exercise significant influence
over the partnerships’ operating and financial policies are accounted for using the equity method.
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Our sponsored debt funds are in Gold Hill Venture Lending 03, LP and Partners for Growth II, LP, both of
which provide financing to privately-held companies in the form of loans and equity investments. SVB Financial
has direct and indirect interests totaling 9.3% in Gold Hill Venture Lending 03, LP. SVB Financial Group has a
direct interest totaling 24.2% in Partners for Growth 11, LP. Ouvr total interests in Gold Hill Venture Lending 03,
LP and Partners for Growth [I, LP exceed the 3% to 5% ownership interest threshold established by EITF
Topic D-46 for cost method accounting. Accordingly, these limited partnership investments are accounted for
under the equity method. We recognize our proportionate share of the results of operations of this equity method
investee in our results of operations, based on the most current financial information available from the investee.

We invest in several qualified affordable housing projects, which provide us benefits in the form of tax
credits. Under EITF 94-1, Accounting for Tax Benefits Resulting From Investments in Affordable Housing
Projects, we account for such investments under the equity method in accordance with the provisions of the
American Institute of Certified Public Accountants (“AICPA™) Statement of Position (“SOP”) 78-9, Accounting
for Investments in Real Estate Ventures.

We review our investments accounted for under the equity method at least quarterly for possible other than
temporary impairment. Qur review typically includes an analysis of facts and circumstances for each investment,
the expectations of the investment’s future cash flows and capital needs, variability of its business and the
company’s exit strategy. We reduce our investment value when we consider declines in value to be other than
temporary. We recognize the estimated loss as a loss on investment securities, a component of noninterest
income.

Cost Method

Our cost method non-marketable securities and related accounting policies are described as follows:

+ In accordance with the provisions of Accounting Principles Board Opinion No. 18, The Equity Method
of Accounting for Investments in Common Stock, equity securities, such as preferred or common stock
in privately-held companies in which we hold an ownership interest of less than 20% and in which we
do not have the ability to exercise significant influence over the investees’ operating and financial
policies, are accounted for under the cost method.

+ In accordance with the provisions of EITF Topic D-46, investments in limited partnerships in which we
hold an ownership interest of less than 5% and in which we do not have the ability to exercise
significant influence over the partnerships’ operating and financial policies, are accounted for under the
cost method, These non-marketable securities include investments in private equity funds.

As stated above, we record these investments at cost and recognize as income, distributions or returns
received from net accumulated earnings of the investee since the date of acquisition, Our share of net
accumulated earnings of the investee after the date of investment are recognized in consolidated net income only
10 the extent distributed by the investee. Distributions or returns received in excess of accumulated earnings are
considered a return of investment and are recorded as reductions in the cost basis of the investment.

We review our investments accounted for under the cost method at least quarterly for possible other than
temporary impairment. Our review typically includes an analysis of facts and circumstances of each investment,
the expectations of the investment's future cash flows and capital needs, variability of its business and the
company’s exit strategy. We reduce the investment value when we consider declines in value to be other than
temporary. We recognize the estimated loss as a loss on investment securities, a component of noninterest
Immcome.
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Gains or losses on cost method investment securities that result from a portfolio company being acquired by
a publicly traded company are marked to market when the acquisition occurs. The resulting gains or losses are
recognized into consolidated net income on that date in accordance with EITF No. 91-5, Nonmonetary Exchange
of Cost-Method Investments. Further fluctuations in the market value of these equity securittes, which are
classified as available-for-sale securities, are excluded from consolidated net income and are reported in
accumulated other comprehensive income, net of applicable taxes, a component of stockholders’ equity. Upon
the sale of these equity securities to a third party, gains and losses, which are measured from the acquisition
value, are recognized in our consolidated net income.

Loans

Loans are reported at the principal amount outstanding, net of unearned loan fees. Unearned loan fees reflect
residual unamortized deferred loan origination and commitment fees net of residual unamortized deferred loan
origination costs. In addition to cash loan fees, we often obtain equity warrant assets to purchase a position in a
client company’s stock in consideration for providing credit facilities. The grant date fair values of these equity
warrant assets are deemed to be loan fees and are required to be deferred as unearned income and recognized as
an adjustment of loan yield through loan interest income as prescribed by SFAS No. 91. The net amount of
unearned loan fees is amortized into loan interest income over the contractual terms of the underlying loans and
commitments using the constant effective yield method, adjusted for actual loan prepayment experience, or the
straight-line method, as applicable.

Allowance for Loan Losses

The allowance for loan losses is established through a provision for loan losses charged to expense Lo
provide for credit risk. Our altowance for loan losses is established for estimated loan losses that are probable but
not yet realized. The process of estimating loan losses is imprecise. The evaluation process we use to estimate the
required allowance for loan losses is described below.

We maintain a systematic process for the evaluation of individual loans and pools of loans for inherent risk
of loan losses. On a quarterly basis, each loan in our portfolio is assigned a credit risk rating and client niche.
Credit risk-ratings are assigned on a scale of 1 to 10, with | representing loans with a low risk of nonpayment, 9
representing loans with the highest risk of nonpayment, and 10 representing loans which have been charged-off.
This credit risk-rating evaluation process includes, but is not limited to, consideration of such factors as payment
status, the financial condition of the borrower, borrower compliance with loan covenants, underlying collateral
values, potential loan concentrations, and general economic conditions. Our policies require a committee of
senior management 1o review, at least quarterly, credit relationships that exceed specific dollar values. Our
review process evaluates the appropriateness of the credit risk rating and allocation of the allowance for loan
losses, as well as other account management functions. The allowance for loan losses is based on a formula
allocation for similarly risk-rated loans by client industry sector and individvally for impaired loans as
determined by SFAS No. 114, Accounting by Creditors for Impairment of a Loan (“SFAS No. 114”), and SFAS
No. 5, Accounting for Contingencies (“SFAS No. 57).

QOur evaluation process is designed to détermine the adequacy of the allowance for loan losses. We assess
the risk of losses inherent in the loan portfolio by utilizing modeling techniques. For this purpose we have
developed a statistical model based on historical loan loss migration to estimate an appropriate allowance for
outstanding loan balances. In addition, we apply a macro allocation to the results of the aforementioned model to
ascertain the total allowance for loan losses. While this evaluation process uses historical and other objective
information, the classification of loans and the establishment of the allowance for loan losses rely, to a great
extent, on the judgment and experience of our management.
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Uncollectible Loans and Write-offs

Loans are considered for full or partial charge-offs in the event that principal or interest is over 180 days
past due, the loan lacks sufficient collateral and it is not in the process of collection. We also consider writing off
loans in the event of any of the following circumstances: 1) the impaired loan balances are not covered by the
value of the source of repayment; 2) the loan has been identified for charge-off by regulatory authorities; and 3)
any overdrafts greater than 90 days.

Other Real Estate Owned

Loans secured by real estate are transferred to Other Real Estate Owned (*OREO™) at the time of
foreclosure. OREQ is carried on our balance sheet at the lower of the recorded investment in the loan or the fair
value of the property foreclosed upon less estimated costs of disposal. Upon transfer of a loan to OREO, an
appraisal is obtained and any excess of the loan balance over the fair value of the property less estimated costs of
disposal is charged against the allowance for loan losses. Revenues and expenses associated with OREO, and
subsequent adjustments to the fair value of the property and to the estimated costs of disposal, are realized and
reported as a component of noninterest expense when incurred. OREQ of $1.9 million and $5.7 million at
December 31, 2007 and 2006, respectively, is included in other assets.

Reserve for Unfunded Credit Commitments

We record a liability for probable and estimable losses associated with our unfunded credit commitment
being funded and subsequently being charged off. Each quarter, every unfunded client credit commitment is
allocated to a credit risk-rating category in accordance with each client’s credit risk rating. We use the historical
loan loss factors described under our allowance for loan losses to calculate the possible loan loss experience if
unfunded credit commitments are funded. Separately, we use historical trends to calculate a probability of an
unfunded credit commitment being funded. We apply the loan funding probability factor to risk-factor adjusted
unfunded credit commitments by credit risk-rating to derive the reserve for unfunded credit commitments. The
reserve for unfunded credit commitments also includes certain macro allocations as deemed appropriate by our
management. We reflect the reserve for unfunded credit commitments in other liabilities.

Nenaccrual Loans

SFAS No. 114 and SFAS No. 118, Accounting by Creditors for Impairment of a Loan-Income Recognition
and Disclosures-an amendment of FASB Statement No. 114, require us to measure the impairment of a loan
based upon the present value of expected future cash flows discounted at the loan’s effective interest rate, except
that as a practical expedient, we may measure impairment based on the loan’s observable market price or the fair
value of the collateral if the loan is collateral dependent. A loan is considered impaired when, based upon
currently known information, it is deemed probable that we will be unable to collect all amounts due according to
the contractual terms of the agreement.

Loans are placed on nonaccrual status when they become 90 days past due as to principal or interest
payments {unless the principal and interest are well secured and in the process of collection); or when we have
determined, based upon currently known information, that the timely collection of principal or interest is
doubtful; or when the loans otherwise become impaired under the provisions of SFAS No. 114.

When a loan is placed on nonaccrual status, the accrued interest is reversed against interest income and the
loan is accounted for on the cash or cost recovery method thereafter until qualifying for return to accrual status,
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Generally, a loan will be returned to accrual status when all delinquent principal and interest become current in
accordance with the terms of the loan agreement and full collection of the principal and interest appears probable.

If it is determined that the value of an impaired loan is less than recorded investment in the loan, net of
previous charge-offs and payments collected, we recognize impairment through the aliowance for loan losses as
determined by a SFAS No. 114 analysis,

Standby Letters of Credit

In accordance with the provisions of FASB Interpretation No. 45, Guarantor's Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others (“FIN 45™), we recognize
a liability at the inception of a standby letter of credit equivalent to the premium of the fee received for such
guarantee. The liability recognized at the inception of the guarantee is equivalent to the premium or fee received
or receivable. Among the types of guarantee contracts to which the provisions of FIN 45 apply are financial
standby letters of credit and performance standby letters of credit.

Premises and Equipment

Premises and equipment are reported at cost less accumulated depreciation and amortization. Depreciation
and amortization are computed using the straight-line method over the estimated useful lives of the assets or the
terms of the related leases, whichever is shorter. The maximum estimated useful lives by asset classification are
as follows:

Leasehold improvements .......... ... .. it iiniiiiiieaan, Lesser of lease term or asset life
Furniture and equipment . . ............ ... o i 3 years

Computer software .. ........ it e 3-5 years
Computerhardware . ....... .. .o it e 3 years

We capitalize the costs of computer software developed or obtained for internal use in accordance with the
provisions of SOP 98-1, Accounting for Costs of Computer Software Developed or Obtained for Internal Use
("SOP 98-1"). Capitalized computer software costs consist of developed software, purchased software licenses
and certain implementation costs.

For property and equipment that is retired or otherwise disposed of, the cost and related accumulated
depreciation are removed from the accounts and the resulting gain or loss is included in noninterest expense in
consolidated net income. We had no capitalized lease obligations at December 31, 2007 and 2006.

Lease Obligations ‘

We lease all of our properties. It is our policy to evaluate and record leases in accordance with the
provisions of SFAS No. 13, Accounting for Leases, (“*SFAS No. 13"} and Financial Accounting Standards Board
Technical Bulletin No. 88-1, Issues Related to Accounting for Leases, (“FTB No. 88-17).

At the inception of the lease, each property is evaluated under SFAS No. 13 to determine whether the lease
will be accounted for as an operating or capital lease. We do not have any capital leases. For leases that contain
rent escalations or landlord incentives, we record the total rent payable during the lease term, as determined
above, using the straight-line method over the term of the lease and record the difterence between the minimum
rents paid and the straight-line rent as lease obligations in accordance with FTB No. 88-1.
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Goodwill

Goodwill, which arises when the purchase price exceeds the assigned value of the net assets of an acquired
business, represents the value attributable to unidentifiable intangible elements being acquired.

On an annual basis or as circumstances dictate, our management reviews goodwill and evaluates events or
other developments that may indicate impairment in the carrying amount. The impairment tests for goodwill are
performed at the reporting unit level and require us to perform a two-step impairment test. First, we compare the
aggregate fair value of our reporting unit to its carrying amount, including goodwill. If the fair value exceeds the
carrying amount, no impairment exists, If the carrying amount of the reporting unit exceeds the fair value, then
we perform the second step of the impairment test in order to determine the implied fair value of the reporting
unit’s goodwill. We estimate the reporting unit’s implied fair value by using a discounted cash flow approach.
These estimates involve many assumptions, including expected results of operations and assumed discount rates.
These discount rates are based on standard industry practice, taking into account the expected equity risk
premium, the size of the business and the probability of the reporting unit achieving its financial forecasts. If the
carrying amount of the reporting unit’s goodwill exceeds the implied fair value, then goodwill impairment is
recognized by writing goodwill down to the implied fair value.

Events that may indicate goodwill impairment include significant or adverse changes in resulis of operations
of the business, economic or political climate, an adverse action or assessment by a regulator, unanticipated
competition, and a more-likely-than-not expectation that a reporting unit will be sold or disposed of.

Fee-based Services Revenue Recognition
Corporare Finance Fee Income

Contingent fees earned for mergers and acquisitions advisory services are recognized, in accordance with
the United States Securities and Exchange Commission’s Staff Accounting Bulletin (“SAB”) No. 104, Revenue
Recognition (“SAB No. 104™), when we have fully completed our contractual and regulatory obligations related
to our client service engagements.

We recognize initial non-refundable retainer fees over the term of the contract if a term is specified,
otherwise, the fee is recognized at the same time as the related contingent advisory fee, or when either we or our
client terminates the contract.

Letter of Credit and Standby Letters of Credit Fee Income

Fees generated from letters of credit and standby letters of credit are deferred as a component of other
liabilities and recognized in noninterest income over the commitment period using the straight-line method,
based on the likelihood that the commitment being drawn down will be remote.

Client Investinent Fees

Client investment fees earned (excluding Rule 12(b)-1 fees) as well as related expenses from customer
transactions on investment products are recorded con a settlement-date basis, which is not materially different than
trade-date basis. Rule 12(b)-1 fees are eamed and recognized over the period client funds are invested.
Transactional base fees are earned and recognized on fixed income and equity securities when the transaction is
executed on the clients’ behalf.
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Foreign Exchange Fees

Foreign exchange fees represent the income differential between purchases and sales of foreign currency on
behalf of our clients,

Other Fee Income
Credit card fees and deposit service charge fee income are recognized as earned on a monthly basis.
Other Service Revenue

Other service revenue primarily includes revenue from valuation services and equity ownership data
management services. We recognize other service revenues in accordance with SAB No. 104, We recognize
revenue when (i) persuasive evidence of an arrangement exists, (ii) we have performed the service, provided we
have no other remaining obligations to the customer, (iii) the fee is fixed or determinable and, (iv) collectibility is
probable.

Fund Management Fees

Fund management fees are comprised of fees chaiged directly to our managed funds of funds and
co-investment funds. Fund management fees are based upon the contractual terms of the limited partnership
agreements and are recognized as earned over the specified contract period, which is generally equal to the life of
the individual fund. Annual management fees earned from our managed funds generally range from 0.8% to
2.5% of committed capital during the fund investment period.

Carried interest is comprised of preferential allocations of profits recognizable when the return on assets of
one of our managed funds of funds and co-investment funds exceeds certain performance targets. Carried interest
is accrued quarterly based on measuring fund performance to date versus the performance target.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are
recognized for the future tax consequences atiributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit
carryforwards. Our federal, state and foreign income tax provisions are based upon taxes payable for the current
year as well as current year changes in deferred taxes related to temporary differences between the tax basis and
financial statement balances of assets and liabilities. Deferred tax assets and liabilities are included in the
consolidated financial statements at currently enacted income tax rates applicable to the period in which the
deferred tax assets and liabilities are expected to be realized. As changes in tax laws or rates are enacted, deferred
tax assets and liabilities are adjusted through the provision for income taxes, We file a consolidated federal
income tax return, and consolidated, combined, or separate state income tax returns as appropriate. Qur foreign
incorporated subsidiaries file tax returns in the applicable foreign jurisdictions.

Share-Based Compensation
Prior to January 1, 2006, we accounted for employee stock-based compensation using the intrinsic value
method supplemented by pro forma disclosures in accordance with Accounting Principles Board Opinion No. 25,

Accounting for Stock Issued to Employees (“APB No. 25”) and SFAS No. 123, Accounting for Stock-Based
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Compensation, as amended by SFAS No. 148, Accounting for Stock-Based Compensation—Transition and
Disclosures. Under the intrinsic value method, stock options granted with exercise prices equal to the grant date
fair value of our stock have no intrinsic value and therefore no expense was actually recorded for these options
under APB No. 25. For pro forma disclosure only, we measured the fair value of our stock options using the
Black-Scholes option-pricing model and expensed the value over the corresponding service period using the
straight-line amortization approach. Equity-based awards for which stock-based compensation expense was
actually recorded were generally grants of restricted stock awards and restricted stock units which were measured
at fair value on the date of grant based on the number of shares granted and the quoted price of our common
stock. Such value was then recognized as an expense over the corresponding service period using an accelerated
amortization approach in accordance with FASB Interpretation No. 28, Accounting for Stock Appreciation Rights
and Other Variable Stock Option or Award Plans.

Effective January 1, 2006, we adopted SFAS No. 123 (revised 2004), Share-Based Payment (“SFAS
No. 123(R)™), using the modified prospective transition method. Accordingly, prior periods have not been
restated to reflect the impact of SFAS No. 123(R). Under SFAS No. 123(R), stock-based awards that were
granted prior to Januvary 1, 2006 are being expensed over the remaining portion of their vesting period under the
same amortization method and, for stock options, using the same fair value measurements which were used in
calculating pro forma stock-based compensation expense under SFAS No. 123, Under SFAS No. 123(R), the fair
value of stock options are being measured using the Black-Scholes option-pricing model while the fair value for
restricted stock awards and restricted stock units are based on the quoted price of our common stock on the date
of grant. For all stock-based awards granted on or after January 1, 2006, stock-based compensation expense is
being amortized on a straight-line basis over the requisite service period. SFAS No. 123(R) requires that the
deferred stock-based compensation on the consolidated balance sheet on the date of adoption be netted against
additional paid-in capital.

Earnings Per Share

We calculate earnings per common share in accordance with the provisions of SFAS No. 128, Earnings Per
Share (“SFAS No. 128”). SFAS No. 128 requires the presentation of basic earnings per share and diluted
earnings per share for companies with potential common shares, such as warrants and stock options.
Accordingly, basic earnings (loss) per common share is computed using the weighted-average number of
commeon stock shares outstanding during the peried. Diluted earnings (loss) per commeon share is computed using
the weighted-average number of common stock shares and potential common shares outstanding during the
period. Potential common shares consist of contingently convertible debt (using the “treasury stock™ method),
stock options and warrants. Common stock equivalent shares are excluded from the computation if the effect is
antidilutive. The dilutive effect of our contingently convertible debt is included in eamings per share in
accordance with the provisions of EITF 04-8, The Effect of Contingently Convertible Instruments on Diluted
Earnings Per Share (“EITF 04-8"),

Dertvative Financial Instruments

We account for derivative instruments in accordance with the provisions of SFAS No. 133, Accounting for
Derivative Instrumenis and Hedging Activities, as amended (“SFAS No. 1337). SFAS No. 133 establishes
accounting and reporting standards for derivative instruments, and requires that all derivative instruments be
recorded on the balance sheet at fair value. SFAS No. 133 was amended by SFAS No. 138, Accounting for
Certain Derivative Instruments and Hedging Activities (“SFAS No. 138”) and SFAS No. 149, Amendment of
Statement 133 on Derivative Instruments and Hedging Activities (“"SFAS No. 149™). SFAS No. 138 and SFAS
No. 149 amended and provided clarification on the accounting for derivative instruments, including certain
derivative instruments embedded in other contracts and for hedging activities under SFAS No. 133,
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The accounting for changes in fair value of a derivative depends on whether the derivative instrument is
designated and qualifies as part of a hedging relationship and, if so, the nature of the hedging activity.

We define other derivatives as derivatives that do not qualify for hedge accounting treatment as defined by
SFAS No. 133, or derivatives that have not been designated in a hedging relationship. Changes in the fair value
of other derivatives that do not qualify for hedge treatment or are not designated in a hedging relationship are
recognized through earnings.

Fair Value Hedges

For derivative instruments that are designated and qualify as a fair value hedge, the gain or loss on the
hedging instrument should offset the loss or gain on the hedged item attributable to the hedged risk. Any
difference that does arise would be the result of hedge ineffectiveness, which is recognized through earnings. If
the derivative instrument meets the qualification for the short-cut treatment, as defined by SFAS No. 133, the
peniod end gross positive fair value is recorded in other assets or gross negative fair values is recorded in other
liabilities and an offsetting amount is recorded to the asset or liability being hedged (see Note 14 (Derivative
Financial Instruments)),

Equity Warrant Assets

Equity warrant assets for shares of private and public companies are recorded at fair value on the grant date
and adjusted to fair value on a quarterly basis through consolidated net income. We received equity warrant
assets from our clients as compensation for services provided. We hold these assets for prospective investment
gains. We do not use them to hedge any economic risks nor do we use other derivative instruments to hedge
economic risks stemming from equity warrant assets.

We account for equity warrant assets with net settlement terms in certain private and public client
companies as derivatives. In general, equity warrant assets entitle us to buy a specific number of shares of stock
at a specific price within a specific time period. Certain equity warrant assets contain contingent provisions,
which adjust the underlying number of shares or purchase price upon the occurrence of certain future events. Our
warrant agreements contain net share settlement provisions, which permit us to receive at exercise a share count
equal to the intrinsic value of the warrant divided by the share price (otherwise known as a “cashless” exercise).
Because we can net settle our warrant agreements, our equity warrant assets qualify as derivative instruments in
accordance with the provisions of SFAS No. 133,

Under the accounting treatment required by SFAS No. 133, equity warrant assets in private and public
companies, which include net share settlement provisions held by SVB Financial Group, are recorded at fair
value and are classified as derivative assets, a component of other assets, on SVB Financial Group’s balance
sheet at the time they are obtained.

The grant date fair values of equity warrant assets received in connection with the issuance of a credit
facility are deemed to be loan fees and recognized as an adjustment of loan yield through loan interest income, as
prescribed by SFAS No. 9F. Similar to other loan fees, the yield adjustment related to grant date fair value of
warrants is recognized over the life of that credit facility.

Any changes in fair value from the grant date fair value of equity warrant assets will be recognized as
increases or decreases to other assets on our balance sheet and as net gains or losses on derivative investments, in

noninterest income, a component of consolidated net income. When a portfolio company completes an initial
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public offering (“IPO”} on a publicly reported market or is acquired, we may exercise these equity warrant assets
for shares or cash.

In the event of an exercise for shares, the basis or value in the equity securities is reclassified from other
assets to investment securities on the balance sheet on the latier of the exercise date or corporate action date. The
equity securities are classified as available-for-sale securities under -SFAS No. 115, Accounting for Certain
Investments in Debt and Equity Securities (“SFAS No. 1157). In accordance with the provisions of SFAS
No. 115, changes in fair value of securities designated as available-for-sale, after applicable taxes, are reported in
accumulated other comprehensive income, which is a separate component of stockholders’ equity.

The fair value of the equity warrant assets portfolio is reviewed quarterly. We value our equity warrant
assets using a modified Black-Scholes option pricing model, which incorporates the following material
assumptions:

* Underlying asset value was estimated based on information available, including any information
regarding subsequent rounds of funding.

+  Volatility, or the amount of uncertainty or risk about the size of the changes in the warrant price, was
based on guideline publicly traded companies within indices similar in nature to the underlying client
companies issuing the warrant. A total of six such indices were used. The volatility assumption was
based on the median volatility for an individual public company within an index for the past 16
quarters, from which an average volatility was derived. The weighted average quarterly median
volatility assumption used for the warrant valuation at December 31, 2007 was 39.7%, compared to
42, 1% at December 31, 2006.

* Actual data on cancellations and exercises of our warrants was utilized as the basis for determining the
expected remaining life of the warrants in each financial reporting period. Warrants may be exercised
in the event of acquisitions, mergers or IPOs, and cancelled due to events such as bankruptcies,
restructuring activities or additional financings. These events cause the expected remaining life
assumption to be shorter than the contractual term of the warrants. This assumption reduced the
reported value of the warrant portfolio by $11.8 million at December 31, 2007, compared to a reduction
of $12.4 million at December 31, 2006.

* The risk-free interest rates were derived from the U.S. Treasury yield curve. The risk-free interest rate
was calculated based on a weighted average of the risk-free interest rates that correspond closest to the
expected remaining life of the warrant. The risk-free interest rate used for the warrant valuation at
December 31, 2007 was 3.2%, compared to 4.8% at December 31, 2006.

¢ Other adjustments, including a marketability discount, were estimated based on management’s
judgment about the general industry environment combined with specific information about the issuing
company, when available.

Foreign Exchange Forwards and Foreign Currency Option Contracts

We enter into foreign exchange forward contracts and foreign currency option contracts with clients
involved in international trade finance activities, either as the purchaser or seller of foreign currency, depending
upon the clients’ need. We also enter into an opposite-way foreign exchange forward contract or foreign currency
option contract with a correspondent bank to economically hedge these contracts, which mitigates the risk of
fluctuations in foreign currency exchange rates, for each of the foreign exchange contracts or foreign currency
oplion contracts entered into with our clients. However, seltlement, credit, and operational risks remain. We also
enter into foreign exchange forward contracts with correspondent banks to economically hedge foreign exchange
exposure risk related to certain foreign currency denominated loans. These contracts are not designated as
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hedging instruments and are recorded at fair value in our consolidated balance sheets. Changes in the fair value
of these contracts are recognized immediately in consolidated net income under gains (losses) on derivative
instraments, net, a component of noninterest income. Period end gross positive fair values are recorded in other
assets and gross negative fair values are recorded in other liabilities.

Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company’s Own Stock

We account for non-hedging contracts that are indexed to, and potentially settled in, a company’s own stock
in accordance with the provisions of EITF 00-19, Accounting for Derivative Financial Instruments Indexed 1o,
and Potentially Settied in, a Company’s Own Stock (“EITF 00-197). EITF 00-19 provides for specific treatment
of derivative financial instruments indexed to, and potentially settied in, a company’s own stock, depending on
the settlement method. The settlement methods are:

* Physical settlement—the party designated in the contract as the buyer delivers the full stated amount of
cash to the seller, and the seller delivers the full stated number of shares to the buyer.

* Net-share settlement—the party with a loss delivers to the party with a gain, shares with a current fair
value equal to the gain.

* Net-cash settlement—the party with a loss delivers to the party with a gain, a cash payment equal to the
gain, and no shares are exchanged.

EITF 00-19 specifies how a derivative financial instrument indexed to, and potentially settled in, a
company’s own stock should be recorded as one of permanent equity, temporary equity, an asset or a liability
depending on the settlement method. EITF 00-19 also includes provisions governing whether a derivative
embedded into a financial instrument indexed to, and potentially settled in, a company’s own stock may be
exempt from the provisions of SFAS No. 133. We account for a conventible note hedge entered into concurrent
with the issvance of our contingently convertible notes in stockholders’ equity in accordance with the guidance in
EITF 00-19.

Reclassifications
Certain prior period amounts have been reclassified to conform to the current period presentation.
Recent Accounting Pronouncements

The FASB issued SFAS No. 157, Fair Value Measurements (“SFAS No. 157”) in September 2006 and
SFAS No. 159 “The Fair Value Option for Financial Assets and Financial Liabilities, Including an amendment
of FASB Statement No. 115 (“SFAS No. 159”) in February 2007. SFAS No. 157 defines fair value, establishes a
framework for measuring fair value in accordance with GAAP, and expands disclosures about fair value
measurements. Fair value is defined under SFAS No. 157 as the exchange price that would be received for an
asset or paid to transfer a liability {(an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants on the measurement date. SFAS No. 159 altows an
entity the irrevocable option to elect fair value for the initial and subsequent measurement for certain eligible
financial assets and liabilities on a contract-by-contract basis. SFAS No. 157 and SFAS No. 159 are effective for
fiscal years beginning after November 15, 2007.

SFAS No. 157 requires two distinct transition approaches. For cenain types of financial instruments,
including: (i) positions in active markets previously measured using blockage factor; (ii) financial instruments
initially measured at their transaction price in accordance with the guidance in EITF lssue No. 02-3, Issues
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Involved in Accounting for Derivative Contracts Held for Trading Purposes and Contracts Involved in Energy
Trading and Risk Management Activities; and (iii) hybrid instruments initially measured at their transaction price
under the guidance in SFAS No, 155, Accounting for Certain Hybrid Financial Instruments, SFAS No. 157
requires 2 limited form of retrospective transition. All other changes from the application of SFAS No. 157 will
be applied prospectively beginning fanuary 1, 2008. We had no cumulative-effect adjustment to the beginning
balance of retained earnings as of January 1, 2008 as a result of the adoption of SFAS No. 157. Additionally, we
do not expect any material changes in fair values of assets and liabilities and related valuation methodologies
resulting from the adoption of SFAS No. 157.

We did not elect the fair value option for accounting for any of our eligible financial assets or financial
liabilities upon the adoption of SFAS No. 159 on January 1, 2008.

In May 2007, the Accounting Standards Executive Commitiee of the AICPA issued SOP 07-1, Clarification
of the Scope of the Audit and Accounting Guide ‘Investment Companies’ and Accounting by Parent Companies
and Equity Method Investors for Investments in Investment Companies (“SOP 07-17). This new standard
provides guidance for determining whether an entity is an “investment company,” as defined, and whether the
specialized industry accounting principles for investment companies should be retained in the consolidated
financial statements of the parent or of an equity method investor. As originally issued, SOP 07-1 was effective
for the year beginning January 1, 2008; however, on February 6, 2008, the FASB decided to indefinitely defer
the effective date. We are currently monitoring any changes to the existing guidance.

In December 2007, the FASB issued SFAS No. 14] (revised 2007), Business Combinations (“SFAS No.
141R"). SFAS No. 141R establishes principles and requirements for how an acquirer recognizes and measures in
its financial statements the identifiable assets acquired, the liabilities assumed, any noncontrolling interest in the
acquiree and the goodwill acquired. SFAS No. 141R also establishes disclosure requirements to enable the
cvaluation of the nature and financial effects of the business combination, SFAS No. 141R is effective for fiscal
years beginning afier December 15, 2008, We are cumrently assessing the impact of SFAS No. 141R on our
consolidated financial position and results of operations.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financidl
Statements—an amendment of Accounting Research Bulletin No. 51 (“SFAS No. 160”). SFAS No. 160
establishes accounting and reporting standards for ownership interests in subsidiaries held by parties other than
the parent, the amount of consolidated net income attributable 1o the parent and to the noncontrolling interest,
changes in a parent’s ownership interest, and the valuation of retained noncontrolling equity investments when a
subsidiary is deconsolidated. SFAS No. 160 also establishes disclosure requirements that clearly identify and
distinguish between the interests of the parent and the interests of the noncontrolling owners. SFAS No. 160 is
effective for fiscal years beginning after December 15, 2008. We are currently assessing the impact of SFAS No,
160 on our consolidated financial position and results of operations.
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3. Earnings Per Share (“EPS”)

The following is a reconciliation of basic EPS to diluted EPS:

Year ended December 31,

(Dollars and shares in thousands, except per share amounts) 2007 2006 2005
Numerator: ‘
NELIMCOME . . oot et e e e e e e e e e e $123.638 § 89,385 § 92,537
Denominator:
Weighted average common shares outstanding-basic .................. 33,950 34,681 35,115
Weighted average effect of dilutive securities:
Stock OpHIONS .. . e e e 1,265 1,497 2,101
Restricted stock awards and units . ............ ... ... .. s, 44 116 _
Convertible debt (Note 12 “Short-Term Borrowings and Long-Term
Dbty o e 1,479 1,321 1,273
Denominator for diluted calculation . .......... ... .. ... 36,738 37,615 38,489
Net income per share: .
Basie ... e $ 364 § 258 § 2064
Diluted ....... ... e $ 337 § 238 § 240

Stock options with exercise prices greater than the average market price of the common stock were excluded
from the diluted EPS calculation as their inclusion would have been anti-ditutive. Warrants outstanding under the
warrant agreement entered into concurrent with the issuance of our contingently convertible notes were excluded
from the diluted calculation for 2007, 2006 and 2003, as their exercise price was higher than the average market
price of the common stock and hence their inclusion would have been anti-dilutive. The following table
summarizes the potential common shares excluded from the diluted calculation:

Year ended December 31,
(Shares in thousands) 2007 2006 2005
StoCk OPLIONS .. ..t e 729 884 110
Restricted stock awards and units ... ... ... ... e —_ 24 24
Warrants (Note 14 “Derivative Financial Instruments™) .................. 4,453 4,455 4,459
Endingbalance . ...... ... i i i i e 5,182 5,363 4,593

In September 2004, the EITF reached final consensus on EITF 04-8. Under this standard, contingently
convertible debt should be treated as convertible debt and included in the calculation of diluted EPS. The
assumed proceeds under the treasury stock method were calculated by subtracting the aggregate weighted
average conversion price from the average market price of the shares related to the contingently convertible debt.
We included the dilutive effect of the $150.0 million zero-coupon, convertible subordinated notes in our diluted
EPS calculation using the treasury stock method, in accordance with the provisions of EITF No. 90-19,
Convertible Bonds With Issuer Option to Settle in Cash Upon Conversion (“EITF 90-19”) and SFAS No. 128,

4. Share-Based Compensation
Impact of Adopting SFAS No. 123(R)

In 2007 and 2006, we recorded share-based compensation expense of $14.9 million and $21.3 million,
respectively, resulting in the recognition of $3.0 million and $4.6 million, respectively in related tax benefits. In
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2005, we recognized $7.1 million of stock-based compensation expense under the intrinsic value method of APB
No. 25, resulting in the recognition of $2.8 million in related tax benefits. No compensation cost was capitalized
in 2007, 2006 and 2005, as such amount was inconsequential,

SFAS No. 123(R) requires forfeitures to be estimated at the time of grant and revised, if necessary, in
subsequent periods if actual forfeitures differ from initial estimates. Share-based compensation expense was
recorded net of estimated forfeitures for 2007 and 2006, such that expense was recorded only for those share-
based awards that are expected to vest. Previously under APB No. 25, to the extent awards were forfeited prior to
vesling, the corresponding previously recognized expense was reversed in the period of forfeiture. Upon adoption
of SFAS No. 123(R) as of January 1, 2006, we recorded a cumulative adjustment of $0.2 million to account for
the expected forfeitures of restricted stock awards and restricted stock units granted prior to January 1, 2006, for
which we previously recorded an expense.

Pro forma Information for Periods Prior to the Adoption of SFAS No. 123(R}

The pro forma table below reflects what our net income and basic and diluted eamings per share in 2005
would have been if we had applied the fair value recognition provisions required under SFAS No. 123, as
amended by SFAS No. 148, Accounting for Stock-Based Compensation—Transition and Disclosures. Previously
reported amounts have not been restated.

(Dollars in thousands, except per share amounts) 2005
Net income, as TePOrted . ... .ottt ittt et e e e $ 92,537
Add: Stock-based compensation expense, net of tax reported in netincome ., ................. ... 4,299
Less: Total stock-based employee compensation expense determined under fair value based method,

1T 0 - -« (21,434)
INELINCOME, PrO fOTME . ...\ttt it ottt e e i et e e $ 75,402
Earnings per common share-basic:

A S TEPOMEA . . .. e e e e 3 2064

IO fOIIIa . oot e e e e e 5 215
Earnings per common share-diluted:

R 1= o] 1 =1 PO $ 240

Pro oI . . e e e $ 200

Equity Incentive Plans

On May 11, 2006, stockholders approved the 2006 Equity Incentive Plan (the “2006 Incentive Plan”). Qur
previous 1997 Equity Incentive Plan expired in December 2006. The 2006 Incentive Plan provides for the grant
of various types of incentive awards, of which the following have been granted: (i) stock options; (ii) restricted
stock; (iii) restricted stock units; and (iv) other stock awards. We also issued performance units in May 2006
under the 1997 Equity Incentive Plan.

Subject to the provisions of Section 14 of the 2006 Incentive Plan, the maximum aggregate number of
shares that may be awarded and sold is 3,000,000 shares plus 1,488,361 shares comprising of: (i} any shares that
have been reserved but not issued under our 1997 Equity Incentive Plan as of May 11, 2006; and (ii) any shares
subiect to stock options or similar awards granted under the 1997 Equity Incentive Plan that expire or otherwise
terminate without having been exercised in full and shares issued pursuant to awards granted under the 1997
Equity Incentive Plan that are forfeited or repurchased by us. No further awards will be made under the 1997
Equity Incentive Plan, but it will continue to govern awards previously granted thereunder.
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Restricted stock awards and restricted stock units will be counted against the numerical limits of the 2006
Incentive Plan as two shares for every one share. Further, if shares acquired under any such award are forfeited or
repurchased by us and would otherwise return to the 2006 Incentive Plan, two times the number of such forfeited
or repurchased shares will return to the 2006 Incentive Plan and will again become available for issuance.

Eligible participants in the 2006 Incentive Plan include directors, employees, and consultants. Options
granted under the 2006 Incentive Plan generally expire seven years after the grant date. Options generally
become exercisable over various periods, typically four years, from the grant date based on continued
employment, and typicaily vest annually. Restricted stock awards generally vest over the passage of time and
require continued employment through the vesting period. Restricted stock units generally vest upon meeting
certain performance-based objectives or the passage of time, or a combination of both, and require continued
employment through the vesting period. The vesting period for restricted stock units cannot be less than three
years unless they are subject to certain performance-based objectives, in which case the vesting period can be i2
months or longer.

Employee Stock Purchase Plan

We maintain an employee stock purchase plan (“ESPP™) under which participating employees may annualty
contribute up to 10% of their gross compensation to purchase shares of our common stock at 85% of its fair
market value at either the beginning or end of each six-month offering period, whichever price is less. To be
eligible to participate in the ESPP, an employee must, among other requirements, be employed by the Company
on the date of offering and be employed customarily for at least 20 hours per week and at least five months per
calendar year. We issued 113,160 shares under the ESPP in 2007. At December 31, 2007, a total of 757,825
shares of our common stock were still available for future issuance under the ESPP. The next purchase will be on
June 30, 2008 at the end of the current six-month offering period. Effective January 1, 2006, we began
recognizing compensation expense associated with the ESPP in accordance with SFAS No. 123(R).

Unrecognized Compensation Expense

As of December 31, 2007, unrecognized share-based compensation expense was as follows:

Average Expected
Recognition Period-in

(Dollars in thousands) Unrecognized Expense Years
Stockoptions .............. .. ... $ 8,407 1.19
Restricted stock awards and units .. ... it i 11,996 1.95
Total unrecognized share-based compensation expense ............ $20,403
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Valuation Assumptions

The fair values of share-based awards for employee stock options and employee stock purchases made
under our ESPP were estimated using the Black-Scholes option pricing model. The fair values of restricted stock
awards and restricted stock units were based on our closing stock price on the date of grant. The following
weighted-average assumptions and fair values were used:

2007 2006 2005

Equity Incentive Plan Awards

Weighted average expected term of options inyears ........................... 53 53 5.1
Weighted average expected volatility of the Company’s underlying common stock . . . 256% 294% 37.1%
Risk-freeinterestrate . ..... ... ... .. ittt 460% 4.77% 4.05%
Expecteddividend yield ...... ... ... . ... . . —% —% —%
Weighted-average grant date fair value-stock options .......................... $16.27 $18.43 $17.61
Weighted-average grant date fair value-restricted stock awards

and restricted stock units . ................... ... $50.15 $50.84 $45.12
ESPP
Expected teIM in YEAIS ... .ot et 0.5 0.5 0.5
Expected volatility of the Company’s underlying commonstock ................. 16.2% 21.3% 227%
Risk-freeinterestrate ........... ... ... i i i, 503% 4.76% 2.94%
Expecteddividend yield ......... . ... . .. ... .. .. —% —% —%
Weighted-average fairvalue .. ... .. ... ... ... .. . i $10.19 $10.07 $10.08

The expected term is based on the implied term of the stock options using a lattice option-pricing model
with early exercise factors based on historic employee exercise behavior. The expected volatilities are based on a
blended rate consisting of equal measures of our historic volatility and our expected volatility over a five-year
term which is an indicator of expected volatility and future stock price trends. For 2007, 2006 and 2005, expected
volatilities for ESPP were equal to the historical volatility for the previous six-month periods. The expected risk-
free interest rates were based on the yields of U.S. Treasury Securities, as reported by the Federal Reserve Bank
of New York, with maturities equal to the expected terms of the employee stock options.

Share-Based Payment Award Activity

The table below provides stock option information related to the 1989 Stock Option Plan, the 1997 Equity
Incentive Plan and the 2006 Incentive Plan for the year ended December 31, 2007:

Weighted-Average

Weighted- Remaining Aggregate Intrinsic
Average Contractual Life in  Value of In-The-
Shares  Exercise Price Years Money Options
Outstanding at December 31,2006 ............... 4,673,139 $31.74
Granted ....... .. ...t 286,896 4947
Exercised ..... ... .. ... ... ... . .. .. ... ... (1,020,109 27.44
Forfeited ...... ... ... ... .. . . ... .. ... ... (164,684) 4298
Bxpired ........ .. ... . .. ... (6,015)  47.80
Outstanding at December 31,2007 ............... 3,769,229 33.74 3.52 $63,456,924
Vested and expected to vest at December 31, 2007 .. 3,669,442 33.35 3.46 63,169,085
Exercisable at December 31,2007 ............... 2,928,816_ $30.14 3.09 $59.477,106
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The aggregate intrinsic value of outstanding options shown in the table below represents the pretax intrinsic
value as of December 31, 2007, This value is based on our closing stock price of $50.40 as of December 31,
2007. The total intrinsic value of options exercised during 2007, 2006 and 2005 were $24.1 million,
$36.8 million and $15.8 million, respectively. The total fair vaiue of option grants that vested during 2007, 2006
and 2005 were $24.4 million, $30.6 million and $37.1 million, respectively. Cash received from stock option
exercises during 2007, 2006 and 2005 were $28.0 million, $33.9 million and $15.1 million, respectively. The tax
benefit realized from stock options exercised during 2007, 2006 and 2005 were $8.9 million, $11.9 million and
$6.8 million, respectively.

The following table summarizes information regarding stock options outstanding as of December 31, 2007:

Qutstanding Options Exercisable Options
Weighted-
Average Weighted- Wheighted-
Remaining Average Average
Contractual Exercise Exercise
Range of Exercise Prices Shares Life in Years Price Shares Price
$8.94-519.24 ... ... 412,461 3.36 $15.52 412461 $15.52
19.85-25.17 .. .. e 539,535 2.40 23.90 539,535 23.90
25292640 ... .. 395,787 3.57 26.04 395,787 26.04
2666-31.29 . 404,437 3.88 31.01 404,437 31.01
3140-35.20 ... e 389,712 1.14 34.92 387,425 3492
35.54-36.50 ... i 431,160 3.25 35.80 304,521 35.80
36.63-43.49 ... 450,090 3.94 41.91 289,792 41.68
44504888 ... . ... 388,448 5.30 47.52 104,845 47.26
48.93-53.47 i 355,499 5.33 52.21 90,013 51.87
53.63-53.63 ... e 2,100 6.50 53.63 — —
$8.94-853.63 .. .. ... ..., P 3,769,229 3.52 $33.74 2928816 $30.14

We expect to satisfy the exercise of stock options by issuing new shares registered under the 1997 Equity
Incentive Plan and the 2006 Incentive Plan, as applicable. All future awards of stock options and restricted stock
will be issued from the 2006 Incentive Plan. At December 31, 2007, 3,556,436 shares were avaitable for future
issuance under the 2006 Incentive Plan.

The table below provides information for restricted stock awards and restricted stock units under the 1989
Stock Option Plan, the 1997 Equity Incentive Plan and the 2006 Incentive Plan for the year ended December 31,
2007: '

Waeighted-Average

Shares Grant Date Fair Value
Nonvested at December 31,2006 .. ... ... ..o ivninernn. 215,926 $40.03
Granted .. ... 285,169 50.15
Vested ... e e (97,403) 48.59
Forfeited ... ...t e e e (27,511) 52.33
Nonvested at December 31,2007 .. ... o e 376,181 $44.58

The total fair value of restricted stock grants that vested during 2007, 2006 and 2005 were $4.7 million,
$7.5 million and $3.8 million, respectively. '

110




SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

5. Reserves on Deposit with the Federal Reserve Bank and Federal Bank Stock

The Bank is required to maintain reserves against customer deposits by keeping balances with the Federal
Reserve Bank of San Francisco in a noninterest-bearing cash account. The average required reserve balance
totaled $32.0 million in 2007 and $24.9 million in 2006. The cash balances at the Federal Reserve Bank of San
Francisco are classified as cash and cash equivalents.

As a member of the Federal Home Loan Bank (“FHLB™) and Federal Reserve Bank (“FRB”), we are
required to hold shares of FHLB and FRB stock under the Bank’s borrowing agreement. At December 31, 2007
and 2006, we had $17.9 million and $19.1 million, respectively, in FHLB stock, and $9.3 million and $8.7
million, respectively, in FRB stock. FHLB and FRB stock are recorded as a component of other assets.

6. Securities Purchased under Agreement to Resell and Other Short-Term Investment Securities

The following table details the securities purchased under agreement to resell and other short-term
investment securities a1 December 31, 2007 and 2006, respectively:

December 31,

(Dollars in thousands) 2007 2006

Securities purchased under agreement toresell (1)......... ... ... iiiiui ... $ 62,181 $ 40,734
Interest-earning deposils ... ... vt v runu et e i 81,553 34,357
Other short-term investment SECUMILIES . .. .. ... oottt 214,930 164,210

Total securities purchased under agreement to resell and other short-term investment
BECUIILIES & oot ittt e et et e e e e e $358,664  $239,301

(1) Securittes purchased under agreement to resell at December 31, 2007 consisted of U.S. Treasury securities
and U.S. agency securities. Securities purchased under agreement to resell averaged $79.2 million and
$74.2 million in 2007 and 2006, respectively. The maximum amount outstanding at any month-end during
2007 and 2006 was $140.8 million and $144.0 million, respectively.
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7. Investment Securities

The major components of our investiment securities portfolio at December 31, 2007 and 2006 are as follows:

December 31, 2007 December 31, 2006
Amortized Unrealized Unrezlized Carrying Amortized Unrealized Unrealized Carrying
{Dollars in thousands) Cost Gains Losses VYalue Cost Gains Losses Yalue
Auvailable-for-sale securities, at fair
value:
U.S. Treasury securities ........... $ 19956 % 172 % — § 20128 % 29761 § 78 (56)% 29712
U.S. agencies and corporations:
Collateralized morigage
obligations ................. 543,460 751 (7.828) 536,383 644350 — (14.673y 629,677
Mortgage-backed securities ...... 395,979 711 (3,712) 390978 440,522 361 (11,727y 429,156
U.S. agency debentures ......... 159,978 1,542 (440) 161,080 234984 — (4,161) 230,823
Commercial mortgage-backed
securities . ................ ... 62,016 14 (740) . 61,290 71,174 — (1,799} 69,375
Obligations of states and political
subdivisions .................. 81,433 662 (240} 81,855 35,779 674 — 56,453
Marketable equity securities ....... 7.550 725 (B84) 7,391 97 160 — 257
Venture capital fund investments . . .. 1 — — 1 2 — — 2
Total available-for-sale securities .. ... $1.270373 § 4577 § (15.844) 51,259,106 $1.476,669 § 1,202 § (32,416) 31,445,455
Non-marketable securities (investment
company fair value accounting):
Private equity fund investments (1) .......... ... ... .. ... .. 94,862 ... 126,475
Other private equity investments{2) .. .......iuri v rrrrnemeaaann 45907 e 32,813
Otherinvestments (3) ... ..ttt ittt rian s 14,636 ... 15,394
Non-marketable securities (equity method accounting):
Other investments (4) . ... ... i it iiai e 21,299 e 15,710
Low income housing tax creditfunds . .......... ... .. .o i, 24491 L 22,664
Non-marketable securities (cost method accounting):
Private equity fund investments (5) ......... .. ... i i 35006 ... 27,171
Other private equity investments . ..............cuovtiiauraranne, 7267 5,961

Total INVESIMENE SECURTIES .+ .. v v vtvet s vrertae v e vnnnnscmemaaaeenans $1602574 ... $1,692,343

(1) Private equity fund investments {funds of funds) at December 31, 2007 and 2006 include the following

investments:

December 31, 2067 December 31, 2006
(Dollars in thousands) Amount Ownership % Amount Ownership %
SVB Strategic Investors Fund, LP ......... 3 68,74 12.6% $ 65,977 12.6%
SVB Strategic Investors Fund ILLP ....... 81,382 8.6 47,668 8.6
SVB Strategic Investors Fund HI, LP . ... ... 44,736 5.9% 12,830 6.5%
Total private equity fund investments . .. .. .. $194,862 $126,475
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(2) Other private equity investments (co-investment funds) at December 31, 2007 and 2006 include the

(3

4

(3)

following investments:

December 31, 2007

December 31, 2006

{Dollars in thousands) Amount Ownership % Amount Ownership %
Silicon Valley BancVentures, LP ............ $28,068 10.7% $29,388 10.7%
SVB Capital Partners ILLP @) .............. 14,458 5.1 3,525 85
SVB India Capital Partners LLP ............ 3,381 13.9% — —%
Total other private equity investments . ....... $45,907 $32,913

(i) At December 31, 2007, we had a direct ownership interest of 1.3% and an indirect ownership-
interest of 3.8% in the fund through our ownership of SVB Strategic Investors Fund II, LP.

Other investmnents within non-marketable securities (investment company fair value accounting) include our
ownership in Partners for Growth, LP, a sponsored debt fund. At December 31, 2007 and 2006, we had a
majority ownership interest of approximately 50.0% in the fund. Partners for Growth, LP is managed by a
third party and we do not have an ownership interest in the general partner of this fund.

Other investments (sponsored debt funds) within non-marketable securities (equity method accounting) at
December 31, 2007 and 2006 include the following investments: '

December 31, 2007

December 31, 2006

(Dollars in thousands) Amount Qwnership % Amount Ownership %
Gold Hill Venture Lending Partners 03, LLC ... $ 8,161 90.7% $ 6,941 90.7%
Gold Hill Venture Lending 03, LP (i) ......... 7,754 9.3 6,565 93
Partners for Growth ILLP ................. 5,35& 24.2% 2,204 24.2%
Total other investments . ..............c.n... $21,29 £15,710

(i) At December 31, 2007, we had a direct ownership interest of 4.8% in the fund. In addition, at
December 31, 2007, we had an indirect ownership interest of 4.5% in Gold Hill Venture
Lending 03, LP and its parallel funds through our ownership of Gold Hill Venture Lending

Partners 03, LL.C.

Represents investments in 324 and 302 private equity funds at December 31, 2007 and 2006, respectively,
where our ownership interest is less than 5%.
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The following table summarizes our unrealized losses on our available-for-sale investment securities
portfolio into categories of less than 12 months, or 12 months or longer as of December 31, 2007:

December 31, 2007

Less than 12 months 12 months or longer Total
Fair Value of Unrealized Fair Value of Unrealized Fair Value of Unrealized

(Dollars in thousands) Investments Losses Investments Losses Investments Losses
U.S. agencies and corporations:

Collateralized mortgage obligations (1) ... § — % —  $408,238 § (7,828)  $408,238 § (7,828)

Mortgage-backed securities (1) ......... 9,759 (12) 331,300 (5,700) 341,059 (5,712)

U.S. agency debentures (1) ............. — — 74,575 (440) 74,575 {440)
Commercial mortgage-backed )

securities (1) ... ... .0 i — — 51,380 (740) 51,380 (740)
Municipalbonds andnotes . .............. 24,327 (240) — — 24,327 (240)
Marketable equity securities .. ... ......... 7,391 (884) — — 7,391 (884)
Total temporarily impaired securities .. .. ... $ 41477 $ (1,136) $865493 $(14.708) $906,970 $(15.844)

(1) As of December 31, 2007, we identified a total of 167 investments that were in unrealized loss positions, of which 108
investments totaling $865.5 miltion with unrealized losses of $14.7 million had fair values less than their adjusted cost
for a period of time greater than 12 months. Securities classified as collateralized mortgage obligations totaling $408.2
million with unrealized losses of $7.8 million were originally purchased between May 2002 and August 2005. Securities
classified as mortgage-backed securities totaling $331.3 million with unrealized losses of $5.7 million were originally
purchased between September 2002 and April 2005. Securities classified as U.S. agency debentures totaling $74.6
million with unrealized losses of $0.4 million were originally purchased between June 2003 and March 2004. Securities
classified as commercial mortgage-backed securities totaling $51.4 million with unrealized losses of $0.7 million were
originally purchased between April 2005 and July 2005. All investments with unrealized losses for a period of time
greater than 12 months are either rated AAA by Moody's or S&P or are issued by a government sponsored enterprise.
The unrealized losses are due solely to increases in market interest rates and as we expect to recover the impairment prior
to or at maturity, we deem these impairments to be temporary. We have the intent and ability to hold the securities until
the market value recovers or until maturity. Market valuations and impairment analyses on assets in the investment
portfolio are reviewed and monitored on an ongoing basis.

The following table summarizes our unrealized losses on our available-for-sale investment securities
portfolio into categories of less than 12 months or 12 months or longer as of December 31, 2006:

December 31, 2006

Less than 12 months 12 maonths or longer Total
Fair Value of Unrealized Fair Value of Unrealized Fair Value of Unrealized

{Dollars in thousands) Investments Losses Investments Losses Investments Losses
U.S. Treasury securities . ............... $ — % — § 9931 % (56) % 9931 3 (56)
U.S. agencies and corporations:

Collateralized mortgage obligations .. .. 13,170 (16) 616,507 (14,657) 629,677 (14,673)

Mortgage-backed securities ........... 17,380 (164) 392,053 (11,563) 409,433 {11,727)

U.S. agency debentures .............. 9,925 (75) 220,898 (4,086) 230,823 (4,161)
Commercial mortgage-backed securities . . . — — 69,375 (1,799 69,375 (1,79%
Total temporarily impaired securities .. ... $ 40475 $ (255) $1,308,764 $ (32,161) $1,349239 § (32,416)
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Investment Securities—Remaining Contractual Principal Maturities and Yields (Fully Taxable-Equivalent
Basis)

The following table summarizes the remaining contractual principal maturities and fully taxable-equivalent
yields on investment securities as of December 31, 2007. Interest income on certain obligations of states and
political subdivision (non-taxable investments) are presented on a fully taxable-equivalent basis using the federal
statutory tax rate of 35%. The weighted-average yield is computed using the amortized cost of available-for-sale
securities, which are reported at fair value. Expected remaining maturities of callable U.S. agency securities,
mortgage-backed securities, and collateralized mortgage obligations may differ significantly from their
contractual maturities because borrowers have the right to prepay obligations with or without penalties. This is
most apparent in mortgage-backed securities and collateralized mortgage obligations as contractual maturities are
typically 15 to 30 years, whereas expected average lives of these securities are significantly shorter and vary
based upon structure. Private equity fund investments, other private equity investments, other investments, and
low income housing tax credit funds are included in the table below as maturing after 10 years.

December 31, 2007

After One After Five
One Year Year to Years to After
Tatal or Less Five Years Ten Years Ten Years
Weighted- Weighted- Weighted- Weighted- ) Weighted-
Carrying Average Carrying Average Carrying Avernge Carrying Average Carrying Average
(Dollars in thousands) Value Yield Value Yield Value Yield Yalue Yield Value Yield
U.S. Treasury securities ... § 20,128 492% § 20128 492% § — —% $ — —% $ — —%
U.8. agencies and corporations:
Collateralized mortgage
obligations ......... 536,383 4.66 — — 130 6.38 87,163 444 449.000 4.71
Mortgage-backed
securities . . ......... 350978 491 S — 2,730 641 12,308 5.29 375940 489
U.S. agency
debentures ......... 161,080 3.86 49,693 3.1 111,387 420 — — — —
Commercial mortgage-
backed securities ...... 61,290 4.67 — _ — — — —_ 61,290 4.67
Obligations of states and
political subdivisions . .. 81,855 6.56 20,399  6.49 17,023  7.68 3,332 597 41,101 618
Low income housing tax
creditfunds ........... 24,491 —_ — —_ —_ —_ —_ _ 24,491 -
Marketable equity
securities (1) .. ...... .. 7.391 — 7,391 -— — — — — _ —
Private equity fund
investments . .......... 229,869 — — — - — — — 229,869 —
Other private equity fund
investments . . ......... 53,174 — — — —_— — — — 53,174 —
Other investments ....... 35,935 — — - — — — e 35,935 —
Towal ................0 $1.602574 372% § 97611 395% $ 131270 4.70% $ 102,803 4.59% $1,270.860 3.53%

I
|

(1) Available-for-sale.
Investment securities with a fair value of $737.1 million and $691.8 million at December 31, 2007 and

2006, respectively, were pledged to secure certain deposits, current and prospective FHLB borrowings, and to
maintain the ability to borrow at the discount window at the Federal Reserve Bank of San Francisco.
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The cost of investment securities is determined on a specific identification basis. The following table
presents the components of gains and losses on investment securities in 2007, 2006 and 2005:

i . Year ended December 31,
(Dollars in thousands) ] ‘ 2007 2006 2005
Gross gains on investment securities: S
Available-for-sale securities, at fair value . ........... e $ 1,041 $ 169 $ 306
Marketable securities (investment company fair value accounting) ........ 61 — —
Non-marketable securities (investment company fair value accounting): .
Private equity fund investments ... ... ... .. ... il 45,325 14,853 - 10,375
Other private equity investments ................. o iueeriinnennnn 5,574 1,145 3,153
Other INVESHMGNS . . o .t st e e it e et aat it aannns 20,228 1,586 199
Non-marketable securities {equity method accounting): :
Other invesStmMeNtS . . ... v it ittt et e e i e 3,299 1,417 —
Non-marketable securities (cost method accounting):
Private equity fund investments ......... ... ... coiniiinaiia.. 1,379 613 2,911
Other private equity investments . . . .. P 1,248 127 50
Total gross gains on investment securities ... ..........cciireeererinnnn. 78,155 19,910 16,994
Gross losses on investment securities: .
Available-for-sale securities, at fairvalue ................ e (363) (3,230) (2,441)
Marketable securities (investment company fair value accounting) ........ (9) —_ —
Non-marketable securities (investment company fair value accounting):
Private equity fund investments ............. .. ... .. iiiiin., (15,184 (9,115) (5,286)
Other private equity inVESUTIENIS ... ... .ottt e i (5,790) (1,443) (1,445)
Otherinvestments . . ... ... i i (8,190y  (1.166) (630)
Non-marketable securities (equity method accounting):
Other INVESIMENES . . .. .00ttt ittt e e e it et e e e (214) (947) —
Low income housing tax creditfunds . ........... ... ... .. ... .. ... (125) — —
Non-marketable securities (cost method accounting):
Private equity fund investments ............... ... il (1,055 (1,401) (2,594)
Other private equity INVESIMENES .. ... ...ttt iieaeriraeennnann (501) (57 (291
Total gross losses on investment SECUrities . ..............oovtiieiennnn. (31,431) (17,359) (12,687)
Gains on investment securities, net (1) .. ... ... ... .. . . ... . iiiiiin.... $46,724 $ 2,551 & 4,307

(1) Net gains on investment securities of $46.7 million in 2007 were mainly attributable to net gains of
$30.1 million from three of our managed funds of funds and $12.0 million from one of our sponsored debt
funds. Of the $46.7 million in net gains, $33.0 million was attributable to minority interest and these
amounts are reflected in the consolidated statements of income under the caption “Minority Interest in Net
Income of Consolidated Affiliates”. We expect continued variability in the performance of our consclidated
funds. :
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8. Loans and Allowance for Loan Losses

The composition of loans, net of unearned income of $26.4 miltion and $27.2 million at December 31. 2007
and 2006, respectively, is presented in the following table:

December 31,

(Dollars in thousands) 2007 2006

Commercial Joans .. ...ttt e $3.563,005  $2,959,501
Vineyard development ....... ... ... .. . . . . il 121,382 118,266
Commercial real estate . ... oottt e e 44 405 13,336
Total real estate CONSITUCIION . . . . .ttt ettt i v s e 165,787 131,602
Real estate term — CONSUMET .. .. o\ oo iei it ietnnnrananeres 75,149 46,812
Real estate term —commercial .. ... ... . e 38,849 50,051
Total real eState tEFIM . . . ..t i ittt et et et e ee e aaaaanan 113,998 96,863
Consumer and Other . ...ttt e e e e 308,940 294,436
Total loans, net of unearned INCOME ... ... oottt eanns $4,151,730  $3,482,402

A substantial percentage of our loans are commercial in nature, and such loans are generally made to
emerging-growth or corporate technology companies in a variety of industries. The breakdown of total loans and
total loans as a percentage of gross loans by industry sector at December 31, 2007 and 2006 is as follows:

December 31, 2007 December 31, 2006
Industry Sector Amount Percentage Amount Percentage
Technology (1) ....... ... i $1,948,925 46.6% $1,788,785 51.0%
Prvate EQUILY .. ..o e e 773932 185 480,616  13.7
Life Sciences (1) . ... .. . i i s 407,856 9.8 352,220 10.0
Premium Winery ......... ... i 375,562 9.0 375,960 10.7
Private ClHent Services ... ..ot iiaiinennn e 402,563 9.6 345,674 9.8
AllOther SeClOrs . ... o i e i 269,260 6.5 166,305 438
Total Gross Loans ..........ceorini i $4,178,098 100.0% $3,509.560 100.0%

(1) Included in the technology and life science niches are loans provided to emerging growth clients, which
represent approximately 15 percent of total gross loans at December 31, 2007.

At December 31, 2007, our asset-based lending and accounts receivable factoring represented 8.5% and
7.4%, respectively, of total gross loans, compared to 10.3% and 7.1%, respectively at December 31, 2006. At
December 31, 2007, approximately 43.5% and 11.1% of our outstanding gross loan balances are in the states of
California and Massachusetts, respectively, compared to 48.4% and 11.2%, respectively, as of December 31,
2006. There are no other states with balances greater than 10%.
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Changes in the allowance for loan losses during 2007, 2006 and 2005 are summarized below:

December 31, )
(Dollars in thousands) 2007 2006 2005
Beginning balance ... ... ... ... i $ 42747 $36,7785 $37613
Provision for loan Iogses ................................ 16,836 9,877 237
Loancharge-offs .......... .. .. ... ... .. il (19,378) (14,065) (12,416)
LOAn reCOVEIEs . ... ... ittt e e e 7,088 10,150 11,351
Endingbalance ... .. .. i i it $47203 $42747 $ 36,785

The aggregate investment in loans for which impairment has been determined in accordance with SFAS
No. 114 totaled $7.6 million, $11.0 million and $6.5 million at December 31, 2007, 2006 and 2005, respectively.
For the vear ended December 31, 2007, nonaccrual loans represented all impaired loans. There were no
commitments available for funding to any clients with nonaccrual loans at December 31, 2007. The allocation of
the allowance for loan losses related to impaired loans was $1.4 million at December 31, 2007. No individual
loans were deemed to be impaired under SFAS No. 114 at December 31, 2006 or 2005; therefore, there was no
allocation of the allowance for loan losses related to impaired loans at December 31, 2006 or 2005, Average
impaired loans for 2007, 2006 and 2005 tolaled $10.3 million, $8.1 million and $13.0 million, respectively. If
these loans had not been impaired, $0.7 miilion, $0.6 million and $0.4 million in interest income would have
been recorded in 2007, 2006 and 2005 while interest income actually recognized totaled $0.2 million,
$0.2 million and $0.3 million in 2007, 2006 and 2005, respectively.

9. Premises and Equipment

Premises and equipment at December 31, 2007 and 2006, consist of the following:

) December 31,

{Dollars in thousands} 2007 2006
CoOmpULEr SOFtWArE . ... . e $ 39,015 § 31,162
Leasehold improvements . .. ...ttt e 32,616 30,701
Computer hardware . ............ .. i e e 24,232 20,993
Fumiture and equipment .., . ... R D R R 9,289 9,169
o - 105,152 92,025
Accumulated depreciation and amortization . .............. .. 0. (66,524) (54,719)
Premises and equipment, met .. ..., ... e e $ 38,628 3 37,306

Depreciation and amortization expense for premises and equipment was $13.0 million in 2007,
$11.1 miltion in 2006 and $10.0 million in 2005, respectively.

10. Goodwill
Goodwill, which arises when the purchase price exceeds the assigned value of the net assets of an acquired
business, represents the value attributable to unidentifiable intangible elements being acquired. Goodwill at

December 31, 2007 totaled $4.1 million, which resulted from the acquisition of eProsper. Goodwill at
December 31, 2006 totaled $21.3 million, which resulted from the acquisition of SVB Alliant and eProsper.
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SVB Alliant

During the second quarters of 2007 and 2006, we conducted our annual assessment of goodwill of SVB
Alliant. We concluded at that time that we had an impairment of goodwiil based on forecasted discounted net
cash flows for that reporting unit. The impairment resulted from changes in our outlook for SVB Alliant’s future
financial performance. As required by SFAS No. 142, Goodwill and Other Intangible Assets (“SFAS No. 1427),
in measuring the amount of goodwill impairment, we made a hypothetical allocation of the reporting unit’s
estimated fair value to the tangible and intangible assets (other than goodwill) for the reporting unit, Based on
this allocation, we concluded that the remaining $17.2 million and $18.4 million of goodwill was impaired and
was required to be expensed as a noncash charge to continuing operations during the second quarters of 2007 and
2006. In July 2007, we reached a decision to cease operations at SVB Alliant,

eProsper

During the third quarter of 2006, through our subsidiary, SVB Analytics, we acquired a majority ownership
in eProsper, an equity ownership data management services company. In connection with this acquisition, we
recognized $4.1 million in goodwill. During the third quarter of 2007, we conducted our annual impairment
analysis of eProsper in accordance with SFAS No. 142, based on forecasted discounted net cash flow analysis.
The valuation analysis of eProsper indicated no impairment existed.

11. Deposits

The aggregate amount of time deposit accounts individually exceeding $100,000 totaled $286.0 million and
$264.8 million at December 31, 2007 and 2006, respectively. Interest expense paid on time deposits individually
exceeding $100,000 totaled $2.6 million, $1.9 million and $1.6 million in 2007, 2006 and 2005, respectively. At
December 31, 2007, time deposit accounts, individually exceeding $100,000 totaling $285.7 million were
scheduled to mature within one year.
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12. Short-Term Borrowings and Long-Term Debt

The following table represents outstanding short-term borrowings and long-term debt at December 31, 2007
and 2006:

{Dollars in thousands) Maturity December 31, 2007  December 31, 2006

Short-term borrowings:
Federal funds purchased and securities sold

under agreement to repurchase .......... Less than One Month (1) $ — $483,537
FHLB advances ........................ Less than One Month (1) 90,000 200,000
Total short-term borrowings ................ $ 90,000 $683,537
Long-term debt:
FHLB advances ........................ ) $150,000 $150,000
5.70% senior notes .. ... June 1, 2012 259,706 —
6.05% subordinatednotes ................ June 1, 2017 261,099 —_
Contingently convertible debt . ............ June 15, 2008 149,269 148,441
7.0% junior subordinated debentures . ...... October 15, 2033 52,511 51,355
8.0% long-term notes payable (3) .......... November 30, 2009 2,669 2,669
Total long-termdebt ... ... .. .. ......... $875,254 $352,465

(1) Represents remaining maturity as of the date reported.
(2) Represents FHLB advances maturing in November 2008, May 2009 and November 2009,
(3) Debt assumed in relation to the acquisition of a 65% interest in ¢Prosper during the third quarter of 2006,

Interest expense related to short-term borrowings and long-term debt was $49.2 million, $26.3 million and
$6.2 million in 2007, 2006, and 2005, respectively. The weighted average interest rates associated with our
short-term borrowings and long-term debt outstanding during 2007, 2006 and 2005 were 4.99%, 4.26% and
2.27%, respectively.

Senior Notes and Subordinated Notes

On May 15, 2007, the Bank issued 5.70% senior notes, due June 1, 2012, in an aggregate principal amount
of $250.0 million and 6.05% subordinated notes, due June I, 2017, in an aggregate principal amount of
$250.0 million {collectively, the “Notes™). The discount and issuance costs related to the Notes were $0.8 million
and $4.2 million, respectively, and the net proceeds from the offering of the Notes were $495.0 million. The
Notes are not redeemable prior to maturity and interest is payable semi-annually. Proceeds from the issuance of
these Notes were used for repayment of certain short-term borrowings. Debt issuance costs of $2.0 million and
$2.2 million related to the senior and subordinated notes, respectively, were deferred and are being amortized to
interest expense over the term of the Notes, using the effective interest method. Concurrent with the issuance of
the Notes, we entered into fixed-to-variable interest rate swap agreements related to both the senior notes and the
subordinated notes (see Note 14 (Derivative Financial Instruments—Fair Value Hedges)). The fair values of the
senior and subordinated debentures are included in Note 20 (Fair Value of Financial Instruments).

Contingently Convertible Debt

We issued $150.0 million of zero-coupon, convertible subordinated notes at face value, due June 15, 2008,
to qualified institutional buyers pursuant to Rule 144A under the Securities Act of 1933 and outside the United
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States to non-U.S. persons pursuant to Regulation S under the Securities Act of 1933. The proceeds from the
issuance of the notes were used for general corporate purposes. The notes are convertible into the Company’s
common stock at a conversion price of $33.6277 per share and are subordinated to all of our present and future
senior debt, Holders of the notes may convert their notes only if: (i) the price of the Company’s common stock
issuable upon conversion of a note reaches a specified threshold, (i) specified corporate transactions occur, or
(iii) the trading price for the notes falls below certain thresholds. We intend to settle the outstanding principal
amount in cash. We have the option to settle any amount exceeding the principal value of the convertible debt in
either cash or shares of our common stock. During 2007, our note holders held the right, at their option, to
convert their notes, in whole or in part, subject to certain limitations, at the conversion price of $33.6277. We
received conversion notices relating to the notes in an aggregate principal amount of $100.0 thousand,
$104.0 thousand and $64.0 thousand in 2007, 2006 and 2003, respectively.

Concurrent with the issuance of the convertible notes, we entered into a convertible note hedge (see Note 14
(Derivative Financial Instruments—Derivative Financial Instruments Indexed to, and Potentially Settled in, a
Company’s Own Stock)).

7.0% Junior Subordinated Debentures

On October 30, 2003, we issued $51.5 million in 7.0% junior subordinated debentures to a special-purpose
trust, SVB Capital II. Distributions to SVB Capital IT are cumulative and are payable quarterly at a fixed rate of
7.0% per annum of the face value of the junior subordinated debentures. Distributions for each of 2007, 2006 and
2005 were $3.5 million. The junior subordinated debentures are mandatorily redeemable upon the maturity of the
debentures on October 15, 2033, or to the extent that we redeem any debentures earlier. We may redeem the
debentures prior to maturity in whole or in part, at our option, at any time on or after October 30, 2008. In
addition, we may redeem the debentures, in whole but not in part, prior to October 30, 2008, upon the occurrence
of certain events, Issuance costs of $2.2 million related to the junior subordinated debentures were deferred and
are being amortized over the period until mandatory redemption of the debentures in October 2033. We entered
into a fixed-to-variable interest rate swap agreement related to these junior subordinated debentures (see Note 14
(Derivative Financial Instruments—Fair Value Hedges)). The fair value of the 7.0% junior subordinated
debentures is included in Note 20 (Fair Value of Financial Instruments). We have guaranteed the trust preferred
securities issued by SVB Capital I (see Note 13 (Commitments and Contingencies)).

Available Lines of Credit

At December 31, 2007, we have available $1.48 billion in uncommitted federal funds lines of credit, all of
which were unused. We have repurchase agreements with multiple securities dealers, which allow us to access
short-term borrowings by using fixed income securities as collateral. As of December 31, 2007, we had not
borrowed against our repurchase lines. We also pledge securities to the Federal Home Loan Bank of San
Francisco and the discount window at the Federal Reserve Bank. The market value of collateral pledged to the
Federal Home Loan Bank of San Francisco at December 31, 2007 totaled $273.6 million, of which $33.6 million
was unused. The market value of collateral pledged at the discount window of the Federal Reserve Bank at
December 31, 2007 totaled $64.6 million, all of which was unused.
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13. Commitments and Contingencies
Operating Leases

We are obligated under a number of noncancelable operating leases for premises and equipment that expire
at various dates, through 2014, and in most instances, include options to renew or extend at market rates and
terms. Such leases may provide for periodic adjustments of rentals during the term of the lease based on changes
in various économic indicators. The following table presents minimum payments under noncancelable operating
leases as of December 31, 2007:

Year ended December 31, (Dotlars in thousands) :

2008 e $12,792
2009 ..., PP 11,359
2010 8,838
7.0 U 7.048
200 e 5,953
2013 and thereafter . .. ... . . 7,790
Net minimum operating lease payments . ........... ..ottt $53,780

Rent expense for premises and equipment leased under operating leases totaled $13.0 million, $11.4 million
and $10.7 million in 2007, 2006 and 2005, respectively.

14. Derivative Financial Instruments

We designate derivative instruments as hedging or free-standing instruments at their respective trade date.
We may use interest rate swaps, forward contracts, options and warrants. A swap agreement is a contract
between two parties to exchange cash flows based on specified underlying notional amounts, assets or indices.
Forward settlement contracts are agreements to buy or sell a quantity of a financial instrument, index, currency or
commodity at a predetermined future date, rate or price. An option or warrant contract is an agreement that
conveys to the purchaser the right, but not the obligation, to buy or sell a quantity of a financial instrument
(including another derivative financial instrument), index, currency or commodity at a predetermined rate or
price during a period or at a time in the future. Option or warrant agreements can be transacted on organized
exchanges or directly between parties. The gross positive fair values of derivative assets are recorded as a
component of the other assets line item on the balance sheet. The gross negative fair values of derivative
liabilities are recorded as a component of the other liabilities line item on the balance sheet.
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The total notional or contractual amounts, credit risk amount and estimated net fair value for derivatives at
December 31, 2007 and 2006, respectively, were as follows:

December 31, 2007 December 31, 2006
Notional or Estimated Notional or Estimated
contractual Credit risk net fair  contractual Creditrisk  net fair
(Dollars in thousands) amount Amount (1)  value amount Amount (1}  value
Fair Value Hedges
Interest rate swap—Senior notes . ........... $250,000 $ 9878 $ 9878 § — % - 3% —
Interest rate swap—subordinated notes ... ... 250,000 11,621 11,621 — —_ —
Interest rate swap—junior subordinated
debt ... 50,000 —  (1304) 50,000 —  (1,350)
Derivatives—Other
Foreign exchange forwards ... ............. 580,861 12,290 1,586 562205 7,284 (164)
Foreign currency options ................. 63,906 492 — 27,579 140 —
Equity warrant assets .................... $101,035 $31,317 $31,317 $113,276 $37,725 $37,725

(1) Credit risk amounts reflect the replacement cost for those contracts in a gain position in the event of
nonperformance by all such counterparties.

Fair Value Hedges

Derivative instruments that we hold as a part of our interest rate risk management program include interest
rate swaps.

Concurrent with the issuance of the Notes, we entered into interest rate swap agreements, whereby we
swapped the fixed interest rate of the Notes with a variable interest rate based on the London Inter-Bank Offered
Rate (“LIBOR”) to hedge against the risk of changes in fair values due to changes in interest rates. We apply the
“shortcut” method for these fair value hedges. In order to assume no ineffectiveness, we ensure that all the
shortcut method requirements of SFAS No. 133 for this type of hedge relationship are met. The interest rate swap
agreements resulted in interest expense, net of cash received, of $0.7 million for the senior notes and $0.4 million
for the subordinated notes in 2007, which were recognized in the consolidated statements of income as an
increase in interest expense. For information on our senior and subordinated notes, see Note 12 (Short-Term
Borrowings and Long-Term Debt).

On October 30, 2003, we entered into an inlerest rate swap agreement with a notional amount of
$50.0 million. This agreement swaps our 7.0% fixed rate on the junior subordinated debentures for a variable rate
based on LIBOR to hedge against risk of changes in fair value due to changes in interest rates. For information
on our junior subordinated debentures, see Note 12 (Short-Term Borrowings and Long-Term Debt). In April
2006, we designated this interest rate swap as a fair value hedge, which management evaluates for effectiveness
using the statistical regression analysis approach for each reporting period. This interest rate swap agreement
provided a cash benefit of $0.2 million, $0.3 miliion and $1.2 million in 2007, 2006 and 2005, respectively,
which was recognized in the consolidated statements of income as a reduction in interest expense. The swap
agreement largely mirrors the terms of the junior subordinated debentures and therefore is callable by the
counterparty anytime on or after October 30, 2008. All components of the swap’s gain or loss are included in the
assessment of hedge effectiveness. Changes in fair value of the fair value hedge agreement, which is primarily
dependent on changes in market interest rates, are recognized in net income as gains or losses on derivative
instruments. In 2007, we recorded a non-cash decrease in fair value of the fair value hedge agreement of
$0.5 million, which is reflected in gains on derivative instruments, net. In 2006, we recorded a non-cash decrease
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in fair value of the fair value hedge agreement of $3.6 million, which is comprised of a decrease in fair value of
$3.3 miilion for the interest rate swap agreement prior to its designation as a fair value hedge and a $0.3 million
loss for the fair value hedge agreement implemented in April 2006, which were reflected in gains on derivative
instruments, net.

Derivatives—Other

We enter into various derivative contracts primarily to provide derivative products or services to customers.
We do not designate these derivative contracts for hedge accounting. All of these contracts are carried at fair
value with changes in fair value recorded on the line item gains on derivatives, net as part of our noninterest
income, a component of consolidated net income.

We enter into foreign exchange forward coniracts and foreign currency option contracts with clients
involved in international trade finance activities, either as the purchaser or seller of foreign currency at a future
date, depending upon the clients’ need. For each of the foreign exchange forward contracts foreign currency
option contracts entered into with our clients, we enter into an opposite way foreign exchange forward contract
and foreign currency option contracts with a correspondent bank, which mitigates the risk of fluctuations in
foreign currency exchange rates. We enter into foreign exchange forward contracts with correspondent banks to
economically hedge foreign exchange exposure risk related to certain foreign currency denominated loans.
Revaluations of foreign currency denominated loans are recorded on the line item “Other” as part of noninterest
income, a component of consolidated net income. These contracts are shori-term in nature, typically expiring
within one year. We have not experienced nonperformance by counterparties and therefore have not incurred
related losses. Further, we anticipate performance by all counterparties to such agreements.

We obtain equity warrant assets to purchase an equity position in a client company’s stock in consideration
for providing credit facilities and less frequently for providing other services. The change in fair value of equity
warrant assets is recorded as gains on derivative instruments, net, in noninterest income, a component of
consolidated net income. Total net gains on equity warrant assets from gains on exercises and changes in fair
value were $23.5 million, $21.8 million and $3.3 million for 2007, 2006 and 2003, respectively.

Derivative Fair Value Instruments Indexed to, and Potentially Settled in, a Company’s Own Stock

Concurrent with the issuance of the $150.0 million principal amount of contingently convertible notes, we
entered into a convertible note hedge (purchased call option) at a cost of $39.3 million and a warrant transaction
providing proceeds of $17.4 million with respect to our common stock, with the objective of decreasing our
exposure to potential dilution from conversion of the contingently convertible notes.

At issuance, under the terms of the convertible note hedge, upon the occurrence of conversion events, we
have the right to purchase up to 4,460,610 shares of our common stock from the counterparty at a price of
$33.6277 per common share. The convertible note hedge agreement will expire on June 15, 2008. We have the
option to settle any amounts due under the convertible hedge either in cash or net shares of our common stock,
The cost of the convertible note hedge is included in stockholders’ equity in accordance with the guidance in
EITF 00-19. In 2007, we exercised our right to purchase 2,974 shares under the terms of the convertible note
hedge. .

At issuance, under the warrant agreement, the counterparty could purchase up to 4,460,608 shares of our
common stock at $51.34 per share, upon the occurrence of conversion events defined above. The warrant
transaction will expire on June 15, 2008. The proceeds of the warrant transaction were included in stockholders’
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equity in accordance with the guidance in EITF 00-19. Due to conversion events in 2007, the counterparty’s right
to purchase our stock under warrant has been decreased by 2,974 shares (see Note 3 (Earnings Per Share)).

15. Common Stock Repurchases

On July 26, 2007, our Board of Directors approved a stock repurchase program that authorizes us to
purchase up to $250.0 million of our common stock. This program expires on July 31, 2008 and replaces all
share repurchase programs previously in effect. We may, at our discretion, exercise this repurchase authority any
time on or before July 31, 2008 in the open market, through block trades, through an accelerated stock repurchase
program or otherwise, pursuant to applicable securities laws. Depending on market conditions, availability of
funds, and other relevant factors, we may begin or suspend repurchases at any time prior to the termination of the
repurchase program on July 31, 2008, without any prior notice.

We repurchased 2.9 million shares of our common stock in 2007 totaling $146.8 million, compared to
2.1 mitlion shares in 2006 totaling $103.8 million and 1.7 million shares in 2005 rotaling $77.7 million. At
December 31, 2007, $149.7 million of shares remain authorized for repurchase under our stock repurchase
program.

16. Income Taxes

On January 1, 2007, we adopted the provisions of FASB Interpretation No. 48, Accounting for Uncertainty
in Income Taxes, an interpretation of FASB Statement No. 109, Accounting for Income Taxes (“FIN 487). FIN 48
clarifies the accounting for uncertainty in income taxes recognized in the entity’s financial statements in
accordance with SFAS 109, Our adoption of FIN 48 did not result in a cumulative effect adjustment to retained
earnings.

The total amount of unrecognized tax benefit at January 1, 2007 was $1.1 million, the recognition of which
would reduce our income tax expense by $0.3 million. We recognize interest and penalties related to
unrecognized tax benefits as a component of operating expenses. Total accrved interest and penalties at
January 1, 2007 were immaterial,

The following table provides a surnmary of changes in our unrecognized tax benefit (including interest and
penalties) in 2007:

Reconciliation of
Unrecognized Interest &

(Dollars in thousands) Tax Benefit Penalties Total
Balance at January 1,2007 ... ... .. . . . e e $1,011 5 60 $1071
Additions based on tax positions related to current year ................ 50 o 50
Additions for tax positions forprioryear ............... ... ... 110 59 169
Reductions as a result of a lapse of the applicable statute of limitations . . .. 7 (30) 87
Balance at December 31, 2007 ... . oot 51,114 $ 8 51,203

At December 31, 2007, our unrecognized tax benefit remained at $1.1 million, the recognition of which
would reduce our income tax expense by $0.3 million. Total accrued interest and penalties at December 31, 2007
were $0.1 million. We expect that our unrecognized tax benefit will change in the next 12 months; however we
do not expect the change to have a significant impact on our financial position or our results of operations.
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We are subject to income tax in the U.S. federal jurisdiction and various state and foreign jurisdictions and
have identified our federal tax return and tax returns in California and Massachusetts as “major” tax filings. U.S.
federal tax examinations through 1998 have been concluded. The U.S. federal tax return for 2004 and subsequent
years remain open to examination by the Internal Revenue Service. Qur California and Massachusetts tax returns
for the years 2003 and 2004, respectively, and subsequent years remain open to examination.

The components of our provision for income taxes for 2007, 2006 and 2003, consisted of the following. The
amount of current taxes receivable was $1.8 million as of December 31, 2007 and $5.7 million as of
December 31, 2006.

Year ended December 31,

(Dollars in thousands) 2007 2006 2005
Current provision:
Federal ............oo oo $77.735 $54462 % 47353
7 22016 16,556 14,395
Deferred (benefit} expense:
Federal ... .. ... . e (10,755) (4,739) (1,662)
] (2,218) (497) 672
INCOME 1AX EXPEISE .+ oo\ vttt e et i e e i e e e e $ 86,778 $ 65,782 § 60,758

The reconcihiation between the federal statutory income tax rate and our effective income tax rate for 2007,
2006 and 2005, is as follows:

Year ended December 31,

2007 2006 2008
Federal statutory income tax 1ate ... ... ittt 35.0% 35.0% 35.0%
Meals and entertainment . ....... ..ot it e e e 0.3 0.4 0.3
State income taxes, net of the federal taxeffect .. .. ......................... 6.1 6.7 6.4
FAS 123 (R) expense on incentive stock options . .......................... 1.0 2.1 —
FAS 123 (R)expense on ESPP . ... ... .. . . 0.2 0.3 —_
Tax-exempl iNtErest iNCOTNE . .. ... ittt ettt et i 0.4) (1) (0.8)
Low-income housing tax credit ... ... .. i i s (1.3) 1.9 (1.5)
Other, et . .. e _0_3 0.6 0.2
Effective INCOME taX TALE . . . oo ottt ettt e e et e e et e e e e it 41.2% @% ﬁ._ﬁ.%
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Deferred tax assets (liabilities) at December 31, 2007 and 2006, consisted of the following:

Year ended December 31,
(Doltars in thousands) 2007 2006
Deferred tax assets:
Allowance for 1oan l0SSes . . . ..ot e e e $ 24986 $ 23,555
Other accruals not currently deductible . ... ... .. .. 12,822 11,932
S M OIMIE LAXES . v vt vttt sttt e e e et e et et e e e 5,122 3,515
Premises and equipment and other intangibles . ......... ... ... ... ... ... ... ..., 6,593 4,942
Goodwill IMpairment . ... ... ... ittt e 20,976 16,700
Net unrealized gains on available-for-sale investment securities ................... 4,325 13,016
)R 401 £ £ 4,627 5,583
0 3 T 1,551 1,844
Dl erTed 1K AS5ES L .ttt ittt et e e e 81,002 81,087
Deferred tax liabilities:
Loan fee IMCOMIE . . .. i i e e e e e e (8,458 (12,887)
Equity warmant assels .. ... ... o e e (4,149) (4,487
L0475 (1,271) 872)
Deferred tax liabilities ... ... .. ... . . e (13,878) (18,246
Net deferred tax 58868 . . . . .ottt e e e $ 67,124 $ 62,841

We believe a valuation allowance is not needed to reduce the deferred tax assets as it is more likely than not
that the deferred tax assets will be realized through recovery of taxes previously paid and/or future taxable
income.

17. Employee Compensation and Benefit Plans

We have the following employee compensation and benefit plans: (i) Equity Incentive Plans; (ii) Employee
Stock Purchase Plan; (iii) Incentive Compensation Plans; (iv) Direct Drive Incentive Compensation Plan;
(v} Retention Program; (vi) Warrant Incentive Plan; {vii) SVB Financial Group 401(k) and Employee Stock
Ownership Plan; (viii) Employee Home Ownership Plan; (ix) SVB Qualified Investors Fund, LLC and SVB
Qualified Investors Fund 1I, LLLC; and (x) Deferred Compensation Plan. The Equity Incentive Plans and the
Employee Stock Purchase Plan are described in Note 4 {Share-Based Compensation).

Incentive Compensation Plans

In general, Incentive Compensation Plans (“ICP”) are bonus programs paid based on our financial results.
Awards are distributed based on the employee’s target bonus level, our performance, and management’s
assessment of individual employee performance. Our total contributions to the ICP were 3$43.2 million,
$24.5 million and $26.6 million in 2007, 2006 and 2005, respectively.

Direct Drive Incentive Compensation Plan

The Direct Drive Incentive Compensation Plan (“Direct Drive”) is a semiannual sales incentive program.
Payments are based on sales teams’ performance 1o predetermined financial targets. Actual awards for each sales
team member under Direct Drive is based on: (i) the actual results and financial performance with respect to the

gross profit targets; (ii) the sales team payout targets; and (iii) the sales team member’s sales position and team
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payout allocation. We define gross profit targets as the revenue goals for total interest income after funds transfer
pricing and noninterest income. Income associated with equity warrant assets is not included in the gross profit
targets. Additionally, sales team members may receive a discretionary award based on management’s assessment
of such member’s contributions and performance during the applicable fiscal year, regardless of achievement of
team gross profit targets. Direct Drive expenses were $7.6 million, $5.7 million and $6.0 million in 2007, 2006
and 2005, respectively.

Retention Program

The Retention Program (“RP”) is a long-term incentive plan that allows senior management to share directly
in our investment success. Under the RP, a separate plan is adopted and plan participants are designated for each
fiscal year. Plan participants are granted an interest in the distributions made on certain designated investments
made by us, as well as certain fees received by us, during the applicable year. Specifically, participants share in:
(i) returns from designated investments made by us, including investments in certain private equity funds,
venture debt funds, and direct equity investments in companies; (ii} income realized from the exercise of, and the
subsequent sale of shares obtained through the exercise of, warrants held by us; and (iii) other designated
amounts as determined by us. We determine individual allocations in the RP based on individual performance,
the individual’s role and the total number of plan participants. Each allocation gives the participant a stated
percentage or dollar interest in the future returns on the designated investments and fees in the pool. The interests
are not in the underlying investments themselves, but rather in future distributions or returns to us on such
investments. Distributions received by us are paid to the participants over the term of the applicable plan, which
is generally ten years. RP expenses were $2.7 million, $1.5 million and $1.1 million in 2007, 2006 and 2005,
respectively.

Warrant Incentive Plan

The Warrant Incentive Plan provides individual and team awards to those employees who negotiate
warrants on our behalf. Designated participants share in the cash received from the exercise of equity warrant
assets. Warrant Incentive Plan expenses were $1.4 million, $1.2 million and $1.3 million in 2007, 2006 and 2005,
respectively.

SVB Financial Group 401(k) and Employee Stock Ownership Plan

The SVB Financial Group 401(k) (the “401(k) Plan™) and Employee Stock Ownership (“ESOP”) Plan
(collectively referred 1o as the “Plan™) is a combined 401(k) tax-deferred savings plan and employee stock
ownership plan in which all regular employees are eligible to participate.

Employees participating in the 401(k) Plan are allowed to contribute up to 75% of their pre-tax
compensation as defined in the Plan, up to the maximum amount atlowable under federal income tax regulations
of $15,500 and $15,000 in 2007 and 2006, respectively. We match the employee’s contributions dollar-for-dollar,
up to 5% of the employee’s pre-tax compensation as defined in the Plan. Our matching contributions vest
immediately. Our matching 401(k) Plan contributions totaled $4.9 million, $4.1 million and $4.5 miilion in 2007,
2006 and 2005, respectively. The amount of salary deferred, up to the allowed maximum, is not subject to federal
or state income taxes at the time of deferral.

Discretionary ESOP contributions, based on our consolidated net income, are made by us to all eligible
individuals employed by us on the last day of the fiscal year. We may elect to contribute cash, or our common
stock, in an amount not exceeding 10.0% of the employee’s eligible compensation earned in the fiscal year. The
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ESOP contributions vest in equal annual increments over five years. Forfeited balances of terminated
participants’ nonvested accounts are used first 1o restore previously forfeited amounts of rehired participants’
accounts and are then used to pay administrative expenses and to reduce our future contributions to the Plan.
Forfeited nonvested accounts totaled $1.0 million and $0.7 million at December 31, 2007 and 2006, respectively.
During 2007, our contributions to the Plan were reduced by $0.4 mitlion from forfeited nonvested accounts, and
administrative expenses totaling $0.1 million were paid from forfeited nonvested accounts.

Our contributions to the ESQP totaled $7.5 million, $5.4 million and $6.3 million in 2007, 2006 and 2005,
respectively. At December 31, 2007, the ESOP owned 534,643 shares of our common stock. All shares held by
the ESOP are treated as outstanding shares in both our basic and diluted earnings per share computations. At
December 31, 2007, we had not committed any shares to the ESOP program.

Employee Home Ownership Plan

The Employee Home Ownership Plan (“EHOP”) is a benefit plan that provides for the issuance of mortgage
loans at favorable interest rates to eligible employees. Eligible employees may apply for a fixed-rate mortgage,
which is due and payable in either five or seven years on their primary residence and is amortized over a 30 year
period. Applicants must qualify for a loan through the usual mortgage review and approval process, which is
typical of industry standards. The maximum loan amount cannot be greater than 80.0% of the lesser of the
purchase price or the appraised value. The interest rate on the note is written at the then market rate for five year
{5/1) or seven year {7/1) mortgage loans as determined by us. However, provided that the applicant continues to
meet all the eligibility requirements, including employment, the actual rate charged to the borrower shall be up to
2.0% below the market rate. The loan rate shall not be less than the greater of either the five-year Treasury Note
plus 25 basis points (for the five year loan) or the average of the five year and 10 year Treasury Note plus 25
basis points (for the seven year loan) or the monthly Applicable Federal Rate for medium-term loans as
published by the Internal Revenue Service. The loan rate will be fixed at the time of approval and locked in for
30 days. We recognize as compensation expense the aggregate dollar amount by which interest charged to an
employee under the EHOP is less than the market rate of interest that would be charged for a comparable loan.
Compensation expense attributable to loans issued under the EHOP in 2007, 2006 and 2005 was $0.5 million,
$0.4 million and $0.4 million, respectively.

The following table summarizes the activities of all EHOP loans to employees for 2007 and 2006:

Year ended December 31,
{Dollars in thousands) 2007 2006
Balance at the beginning of theyear . . .................. PR $35,565 $31,234
Loan proceeds disbursed for EHOP . .. ... ... . . . ... . . . i i 18,555 10,386
Loan repayments for EHOP . ... ... . . . i (5,147) (6,055)
Balanceattheendoftheyear ....... .. ... ... . . i i e $48,973 $35,565

SVB Qualified Investors Fund, LLC and SVB Qualified Investors Fund II, LLC

SVB Qualified Investor Fund LL.C, a $7.6 million investment fund (“QIF”), was formed on behalf of certain
eligible employees. QIF was initially fully capitalized by equity contributions by employees. QIF’s principal
purpose is to invest in a select number of private equity funds managed primarily by SVB Financial or its
affiliates. The fund will continue until December 12, 2013, unless terminated sooner or extended in accordance
with the fund operating agreement. In 2005, we formed SVB Qualified Investors Fund II, LLC, a $5.1 million
investment fund for eligible employees (“QIF LI""), which is structured similarly to QIF. QIF Il will continue until
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April 8, 2018, unless terminated sooner or extended in accordance with the fund operating agreement. During
2007, 2006, and 2005, we incurred fund administration costs of approximately $0.1 million, $0.1 million and
30.2 million, respectively, for both QIF and QIF 1L ‘

Deferred Compensation Plan

In October 2004, we established the Deferred Compensation Plan (the “DC Plan”}. The DC Plan became
effective on January |, 2005. Under the DC Plan, eligible employees may elect to defer up to 25% of their base
salary and/or up to 100% of any bonus payment to which they are entitled, for a period of 12 consecutive months,
beginning January 1 and ending December 31. Executive officers and certain senior managers are eligible to
participate in the DC Plan, and any amourits deferred undet the DC Plan will be invested and administered by us
(or such person we designate). We do not match employee deferrals to the DC Plan, nor do we make any other
contributions to the DC Plan. Deferrals under the DC Plan were $0.7 million, $1.1 million and $0.3 million in
2007, 2006 and 2005, respectively. Gains on the DC Plan investments in 2007, 2006 and 2005 were
$177 thousand, $129 thousand and $20 thousand, respectively,

18. Related Parties
Loan Transactions

SVB Financial (the Parent) has a commitment under a revolving line of credit facility to Gold Hill Venture
Lending 03, LP, a venture debt fund (“Gold Hill™), and its affiliated funds. SVB Financial has a 9.3% effective
ownership interest in Gold Hill, as well as a 90.7% majority interest in its general partner, Gold Hill Venture
Lending Partners 03, LLC. The line of credit bears an interest rate of prime plus one percent. In January 2007,
SVB Financial increased the revolving line of credit facility to Gold Hill from a total commitment amount of
$40.0 million to $75.0 million. Contemporaneously with the increase, SVB Financial syndicated $35.0 million,
or 46.667% of the total facility, to another lender. The highest outstanding balance under the facility during 2007
was $59.0 million, At December 31, 2007 and 2006, Gold Hill's outstanding balance totaled $31.5 million and
$40.0 million, respectively.

During 2007, the Bank made loans to related parties, including certain companies in which certain of our
directors or their affiliated venture funds are beneficial owners of ten percent or more of the equity securities of
such companies. Such loans: (a) were made in the ordinary course of business, (b) were made on substantially the
same terms, including interest rates and collateral, as those prevailing at the time for comparable transactions
with other persons, and (c) did not involve more than the normal risk of collectibility or present other
unfavorable features.

Fund Investments
Managed Funds

In 2000, we formed two venture investment funds: SVB Strategic Investors Fund, LP (“SIF I”") and Silicon
Valley BancVentures, LP (“SVBV™), SIF I is a $121.8 million fund that primarily invests in private equity funds
and SVBYV is a $56.1 million direct equity investment fund that invests in privately-held companies. Both funds
are managed by their respective general partners, which are wholly-owned subsidiaries of SVB Financial and
hold a minority interest in the respective funds. Certain of our directors have also invested in the funds and hold a
minority interest: Messrs. Hardymon (through his family limited partnership) ($0.9 million) and Porter
($0.5 million) are limited partners of SIF I, and Messrs. Hardymon (through his family limited partnership)
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($1.5 million) and Kramlich ($1.0 million) are limited partners of SVBV. H.A. Schupf, 2 pnnc1pal stockholder in
2007, is also a limited partner in SVBV (30.5 million).

In 2004, we created SVB Strategic Investors Fund T, LP (“SIF IT”). SIF 11 is a $175.0 million fund-of-funds
that invests primarily in private equity funds. SIF II is managed by its general partner, which is a wholly-owned
subsidiary of SVB Financial and holds a minority interest in the fund. Certain of our directors have invested in
SIF Il and hold a minority interest as a limited partner: Messrs. Hardymon (through his family limited
partnership) ($1.0 million) and Porter ($0.1 mitlion).

In 2006, we created SVB India Capital Partners I, LP (“SICP”), a $53.9 million direct equity investment
fund that invests in privately-held companies in India. SICP is managed by its general partner, which is a wholly-
owned subsidiary of SVB Financial and holds a minority interest in the fund. Certain of our directors have
invested in SICP and hold a minority interest as a limited partner: Messrs. Benhamou (through Benhamou Global
Ventures) ($0.3 million), Porter (30.2 million), and Friedman (through his family trust) {$0.1 million) and
Messes. Krishnan (through her family trost) ($0.3 mllhon) and Rodeno ($0.3 miilion). Mr. Schupf is also a
limited partner in SICP ($0.5 million),

In 2007, we created SVB Capital Partners I, LP (“SCPII”), a $90.1 million fund that invests in privately
held companies. SCPII is managed by its general partner, a wholly-owned subsidiary of SVB Financial, which
holds a minority interest in the fund. One of our directors has invested in SCPII and holds a minority interest as a
limited partner: Mr. Hardymon (through his family limited partnership) ($0.5 million).

Sponsored Funds

In 2003, Gold Hill Venture Lending 03, LP, a venture debt fund, and certain affiliated funds (the “Gold Hill
Funds™) were created. The total size of the Gold Hill Funds is approximately $214.1 million. We have a majority
interest in the general partner of the Gold Hill Funds, in addition to being a limited partner in one of the Gold
Hill Funds. Our combined commitment total in the general partner and the Gold Hill Funds is $20.0 million.
Certain of our directors are also limited partners of the Gold Hill Funds and hold a minority interest:
Mr. Hardymon (through his family limited partnership) ($2.5 million) and Ms. Rodeno ($0.2 million).

In 2005, Partners for Growth II, LP, a special situation debt fund (“PFG II”"), was created. The total size of
PFG I1 is approximately $62.0 million. The general partner of PFG II is not owned or controlled by us. Certain of
our directors are alsc limited partners in PFG II and hold a minority interest: Mr. Hardymon ($1.0 mllllon) and
Ms. Rodeno ($0.3 million).

Employee Funds

In 2007, the following individuals were executive officers who participated in QIF, each with individual
commitment amounts ranging between $0.1 million and $0.5 million: Messrs. Wilcox, Becker, Jack Jenkins-
Stark (former Chief Financial Officer), Kellogg, and Verissimo. QIF is also a limited partner of, and holds a
minority interest in, each of SIF 1($2.7 million), SIF 1I {$2.1 million) and SVBV ($2.0 million).

In 2007, the following individuals were executive officers who participated in QIF II, each with individual
commitment amounts ranging between $0.1 million and $0.3 million: Messrs. Wilcox, Becker, Jack Jenkins-
Stark (former Chief Financial Officer), Kellogg, and Verissimo, and Messes. Dent and Lynda Ward Pierce
(former Head of Human Resources). QIF II is also a limited partner of, and holds a minority interest in each of
SVB Strategic Investors Fund III, LP (“SIF Iy ($1.0 million), SCPH {$0.75 million), SICP ($0.5 million) and
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SIF II ($0.4 million). SIF III is a $255.5 million fund-of-funds that invests primarily in private equity funds. SIF
I is managed by its general partner, which is a wholly-owned subsidiary of SVB Financial and holds a minority
interest in the fund.

Other Transactions

In May 2007, SVB Business Partners (Shanghai) Co., Lid., a wholly-owned subsidiary of SVB Financial
(“SVB Shanghai™), amended its agreement with New Enterprise Associates (Beijing), Ltd. ("NEA Beijing”),
under which SVB Shanghai provides business consulting services, to increase its annual service fees to $87,000.
The original agreement was entered into in October 2006 for a three year term. NEA Beijing is a wholly-owned
subsidiary of NEA Management Company, LLC, a company in which C. Richard Kramlich, a director of SVB
Financial, has an ownership interest.

19. Off-Balance Sheet Arrangements, Guarantees, and Other Commitments

In the normal course of business, we use financial instruments with off-balance sheet risk to meet the
financing needs of our customers. These financial instruments include commitments to extend credit, commercial
and standby letters of credit, credit card guarantees and commitments to invest in private equity fund
investments. These instruments involve, to varying degrees, elements of credit risk. Credit risk is defined as the
possibility. of sustaining a loss because other parties to the financial instrument fail to perform in accordance with
the terms of the contract,

Commitments to Extend Credit

A commitment to extend credit is a formal agreement to lend funds to a client as Jong as there is no
violation of any condition established in the agreement. Such commitments generally have fixed expiration dates,
or other termination clauses, and usually require a fee paid by the client upon us issuing the commitment. The
following table summarizes information related to our commitments to extend credit at December 31, 2007 and
2006:

December 31,
(Dellars in thousands) 2007 2006
Commitments available for funding (1) ... ... ... i $4,938,625 $4,058,413
Commitments unavailable for funding (2) ........... ... i i 726,359 644,262
Fixed interest rate COMMILIMENES . . v oot v v v s i am it ne s o eas e 498,103 611,682
Maximum lending limits for accounts receivable factoring arrangements (3) ........ $ 443,835 $ 468,080

(1) Represents commitments which are available for funding, due to clients meeting all collateral, compliance,
and financial covenants required under loan commitment agreements.

(2) Represents commitments which are unavailable for funding, due to clients not meeting all coliateral,
compliance, and financial covenants required under loan commitment agreements.

(3) We extend credit under accounts receivable factoring arrangements when our clients’ sales invoices are
deemed credit worthy under existing underwriting practices.

Our potential exposure to credit loss for commitments to extend credit, in the event of nonperformance by
the other party to the financial instrument, is the contractual amount of the available unused loan commitment.
We use the same credit approval and monitoring process in extending credit commitments as we do in making
loans. The actual liquidity needs and the credit risk that we have experienced have historically been lower than
the contractual amount of commitments to extend credit because a significant portion of these commitments

132




SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

expire without being drawn upon. We evaluate each potential borrower and the necessary collateral on an
individual basis. The type of collateral varies, but may include real property, intellectual property, bank deposits,
or business and personal assets. The potential credit risk associated with these commitments is considered in
management’s evaluation of the adequacy of the liability for unfunded credit commitments. At December 31,
2007 and 2006, our reserve for unfunded credit commitments totaled $13.4 million and $14.7 million,
respectively.

Commercial and Standby Letters of Credits

Commercial and standby letters of credit represent conditional commitments issued by us on behalf of a
client to guarantee the performance of the client to a third party when certain specified future events have
occurred. Commercial letters of credit are issued primarily for inventory purchases by a client and are typically
short-term in nature. We provide two types of standby letters of credit: performance and financial standby letters
of credit. Performance standby letters of credit are issued to guarantee the performance of a client to a third party
when cenain specified future events have occurred and are primarily used to support performance instruments
such as bid bonds, performance bonds, lease obligations, repayment of loans, and past due notices. Financial
standby letters of credit are conditional commitments issued by us to guarantee the payment by a client to a third
party (beneficiary) and are primarily used to support many types of domestic and international payments. These
standby letters of credit have fixed expiration dates and generally require a fee to be paid by the client at the time
we issue the commitment. Fees generated from these standby letters of credit are recognized in noninterest
income over the commitment period using the straight-line method,

The credit risk involved in issuing letters of credit is essentially the same as that involved with extending
credit commitments to clients, and accordingly, we use a credit evaluation process and collateral requirements
similar to those for credit commitments. Our standby letters of credit often are cash secured by our clients. The
actual liquidity needs and the credit risk that we have experienced historically have been lower than the
contractual amount of letters of credit issued because a significant portion of these conditional commitments
expire without being drawn upon.

The table below summarizes our commercial and standby letters of credit at December 31, 2007. The
maximum potential amount of future payments represents the amount that could be remitted under letters of
credit if there were a total default by the guaranteed parties, without consideration of possible recoveries under
recourse provisions or from the collateral held or pledged.

Expires In One Expires After Total Amount  Maximum Amount

(Dollars in thousands) Year or Less One Year Qutstanding  Of Future Payments
Financial standby letters of credit . ............ $599.452 $ 47,948 $647.400 $647,400
Performance standby letters of credit . ......... 21,441 7,445 28,886 28,886
Commercial letters of credit ................. 7,645 1,020 8,665 8,665
Total ... e $628,538 $ 56413 $684,951 $684.,951

At December 31, 2007 and 2006, deferred fees related to financial and performance standby letters of credit
were $3.8 million and $3.9 million, respectively. At December 31, 2007, collateral in the form of cash and
investment securities available to us to reimburse losses, if any, under financial and performance standby letters
of credits was $278.0 million.
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Credit Card Guarantees

The Bank, as a financial provider, routinely guarantees credit cards for some of our customers that have
been provided by an unaffiliated financial institution. The Bank has recourse against the customer for any
amount it is required to pay to a third party in the event of defaulkt under these arrangements. These guarantees
are subject to the same credit policies, underwriting standards and approval process as loans made by the Bank.
Certain of these amounts are secured by certificates of deposit and other assets, which the Bank has rights to in
the event of nonperformance by customers. The total amount of these guarantees were $81.8 million at
December 31, 2007. It is not considered probable that material losses would be incurred by the Bank as a result
of these arrangements. Credit card fees totated $5.8 million, $4.6 million and $3.7 miilion in 2007, 2006 and
2005, respectively.

Commitments to Invest in Private Equity Funds

We make commitments to invest in private equity funds, which in turn make investments generally in, or in
some cases make loans to, privately held companies. Commitments to invest in these funds are generally made
up to a ten-year period from the inception of the fund. The timing of future cash requirements to fund such
commitments is generally dependent upon the investment cycle, overall market conditions, and the nature and
type of industry in which the privately held companies operate. The following table details our total capital
commitments and our unfunded commitments at December 31, 2007.

Our Capital  Our Unfunded

Our Ownership in Limited Partoer (Dollars in thousands) Commitment Commitment Our Ownership
Silicon Valley BancVentures, LP . ....... ... ... .. .o L 3 6,000 $ 660 10.7%
SVB Capital Partners ILLP (1) . ... 1,200 960 5.1
SVB Sirategic Investors Fund, LP . ........... ... ... ... L 15,300 2,299 12.6
SVB Strategic Investors Fund ILLP . ........ ... ... ... ... .. 15,000 7,650 8.6
SVB Strategic Investors Fund INILLP ... ... ... ..ooooant. 15,000 12,000 59
Partners for Growth, LP .. ... ... .. . ... . i 25,000 9,750 50.0
Partners for Growth IL LP . .. .. ..o e 15,000 9,525 24.2
Gold Hill Venture Lending O3, LP(2) ................... e 20,000 3,821 9.3
SVB India Capital Partners LLP ....................... e 7,500 6,000 13.9
Other Fund Investments (3) ... ...t ie i e iaaee s 237,926 171,823 —%
Total . o e e e $357.926 $224,488

(1) Includes 1.3% direct ownership in SVB Capital Partners II, LP through SVB Capital Partners I1, LLC, and
3.8% indirect ownership through our investment in VB Strategic Investors Fund II, LP.

(2) Includes 4.8% direct ownership in Gold Hill Venture Lending 03, LP and its parallel funds. In addition,
includes 4.5% indirect ownership interest through Gold Hill Venture Lending Partners, 03, LLC.

(3) Represents commitments to 324 private equity funds where our ownership interest is less than 5%.

20. Fair Vatue of Financial Instruments
SFAS No. 107, Disclosures about Fair Value of Financial Instruments (“SFAS No. 107"), requires that we

disclose estimated fair values for our financial instruments. Fair value estimates, methods and assumptions, set
forth below for our financial instruments, are made solely to comply with the requirements of SFAS No. 107,
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Fair values are based on estimates or calculations at the transaction level using present value techniques in
instances where quoted market prices are not available. Because broadly traded markets do not exist for many of
our financial instruments, the fair value calculations attempt to incorporate the effect of current market
conditions at a specific time. Fair valuations are management’s estimates of the values, and they are calculated
based on current pricing policies, the economic and competitive environment, the characteristics of the financial
instruments, expecled losses, and other such factors. These calculations are subjective in nature, involve
uncertainties and maiters of significant judgment, and do not include tax ramifications; therefore, the results
cannot be determined with precision or substantiated by comparison to independent markets, and they may not be
realized in an actual sale or immediate settiement of the instruments. There may be inherent weaknesses in any
calculation technique, and changes in the underlying assumptions used, including discount rates and estimates of
future cash flows, couid significantly affect the results. For all of these reasons, the aggregation of the fair value
calculations presented herein does not represent, and should not be construed to represent, the underlying value
of the Company.

The following describes the methods and assumptions used in estimating the fair values of financial
instruments.

Short-Term Financial Assets

Short-term financial assets include cash on hand, cash balances due from banks, interest-earning deposits,
securities purchased under agreement to resell and other short-term investment securities. The carrying amount is
a reasonable estimate of fair value because of the insignificant risk of changes in value due to original or
purchased maturity dates of generally 90 days or less.

Investment Securities—Marketable

Marketable investment securities classified as available-for-sale are carried at fair value, which is based on
quoted market prices provided by known and reputable pricing services or dealer quotes.

Investment Securities—Non-Marketable

We record our wholly owned non-marketable private equity fund investments and other private equity
investments on a cost basis less any identified other than temporary impairment. For our direct equity venture
funds, our funds of funds and our consolidated venture debt fund, we record the non-marketable investments
using investment company fair value accounting rules.

Loans

The fair value of fixed and variable rate loans is estimated by discounting contractual cash flows using
discount rates that reflect our current pricing for loans and the forward yield curve.

Derivatives Financial Instruments
The fair values of derivatives are presented in Note 14 (Derivative Financial Instruments).
Other Assets and Other Liabilities

Other assets include foreign currency exchange contracts purchased and other liabilities include foreign
currency exchange contracts sold, which are carried at fair value based on current currency exchange rates.
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Deposits

The fair value of deposits with no stated maturity, such as noninterest-bearing demand deposits, interest-
bearing checking accounts and money market accounts is equal to the amount payable on demand at the
measurement date. The fair value of time deposits is estimated by discounting the balances using our cost of
borrowings and the forward yield curve over their remaining contractual term.

Short-Term Borrowings

Short-term borrowings include federal funds purchased, securities sold under repurchase agreements and
FHLB advances. The carrying amount is a reasonable estimate of fair value because of the relatively short time
between the origination of the instrument and its contractual maturity.

Long-Term Debt

Long-term debt includes our contingently convertible debt, junior subordinated debentures, senior and
subordinated notes, and other long-term debt (see Note 12 (Short-Term Borrowings and Long-Term Debt)). The
fair value of long-term debt is based on quoted market prices, when available, or is estimated based on
calculations utilizing third-party pricing services and current market spread, price indications from reputable
dealers or observable market prices of the underlying instrument(s), whichever is deemed more reliable.

Off-Balance Sheet Financial Instruments

The fair value of unfunded commitments to extend credit is estimated based on the average amount we
would receive or pay to execute a new agreement with identical terms, considering current interest rates and
taking into account the remaining terms of the agreement and counterparties’ credit standing.

Letters of credit are carried at their fair value, which is equivalent 1o the residual premium or fee at
December 31, 2007 and 2006. Commitments 1o extend credit and letters of credit typicaily result in loans with a
market interest rate if funded.

Limitations
The information presented herein is based on pertinent information available to us as of December 31, 2007
and 2006. Although management is not aware of any factors that would significantly affect the estimated fair

value amounts, such amounts have not been comprehensively revalued since the most recent year end, and the
estimated fair values of these financial instruments may have changed significantly since that point in time.

136




SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The following table is a summary of the estimated fair values of our financial instruments, excluding short-
term financial assets and short-term borrowings, for which carrying amounts approximate fair value, and for
foreign currency exchange contracts purchased and sold, marketable investment securities, non-marketable
investment securities accounted for under investment company fair value accounting guidelines and derivative
financial instruments, which are carried at fair value at December 31, 2007 and 2006,

December 31,
2007 2006
Carrying Estimated Carrying Estimated

(Dollars in thousands) Amount Fair Value Amount Fair Valae
Financial assets: .

Investment securities-non-marketable .............. $ 58063 $ 89369 $ 72,106 $ 70,086

Loans, MEE .. ..ottt it ie e e e een s 4,104,437 4,156,006 3,439,655 3,462,914
Financial liabilities:

DePOSItS v oo vt e e 4,611,202 4,607,063 4,057,625 4,053,438

5.70% SeniOTIOLES . . o oo vt e e e e vneennnns 259,706 248,641 — —

6.05% subordinatednotes ................... ... .. 261,099 241,727 — —_

Contingently convertibledebt ... .................. 149,269 224,413 148,441 207,721

7.0% junior subordinated debentures ............... 52,511 42,887 51,355 51,443

Other long-termdebt .. ................. .. ... ..., 152,669 152,669 152,669 152,669
Off-balance sheet financial assets:

Commitments toextend credit .................... $ — $ 18,042 $ — § 15,828

21. Regulatory Matters

The Company and the Bank are subject to various regulatory capital adequacy requirements administered by
the Federal Reserve Board and the California Department of Financial Institutions (“DFI”). The Federal Deposit
Insurance Corporation Improvement Act of 1991 (“FDICIA™) required that the federal regulatory agencies adopt
regulations defining five capital tiers for banks: well capitalized, adequately capitalized, undercapitatized,
significantly undercapitalized and critically undercapitalized. Failure to meet minimum capital requirements can
initiate certain mandatory and possibly additional discretionary actions by regulators that, if undertaken, could
have a direct material effect on our consolidated financial statements. ‘

Quantitative measures, established by the regulators to ensure capital adequacy, tequire that SVB Financial
Group and the Bank maintain minimum ratios (set forth in the table below) of capital to risk-weighted assets.
There are three categories of capital under the guidelines. Tier 1 capital includes common stockholders’ equity,
qualifying preferred stock and trust preferred securities, less goodwill and certain other deductions (including the
unrealized net gains and losses, after applicable taxes, on securities available-for-sale carried at fair value). Tier 1
capital must comprise at least half of total capital. Tier 2 capital includes preferred stock not qualifying as Tier 1
capital, subordinated debt, the allowance for credit losses and net unrealized gains on marketable equity
securities, subject to limitations by the guidelines. Tier 3 capital includes  certain qualifying unsecured
subordinated debt. '

Under these capital guidelines, the minimum total risk-based capital ratio and Tier 1 risk-based capital ratio
requirements are ten percent and six percent, respectively, of risk-weighted assets and certain off-balance sheet
items, for a well-capitalized depository institution.

The Federal Reserve Board has also established minimum capital leverage ratio guidelines for state member
banks. The ratio is determined using Tier 1 capital divided by quarterly average total assets. The guidelines
require a minimum of five percent, for a well-capitalized depository institution.
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The most recent notification from the Federal Reserve Board categorized the Bank as well-capitalized,
under the FDICIA prompt corrective action provisions applicable to banks. There are no conditions or events
since that notification that management believes have changed the Bank’s category.

The following table presents the capital ratios for the Company and the Bank under federal regulatory
guidelines, compared to the minimum regulatory capital requirements for an adequately capitalized depository
institution, as of December 31, 2007 and 2006:

Capital Adequacy
Capital Adequacy Minimum Capital
(Dollars in thousands) Actual Ratio Actual Amount  Minimum Ratio Requirement
December 31, 2007:
Total risk-based capital ratio:
SVB Financial Group ................... 16.02%  $1,044918 8.0% $521,922
Bank ....... ... ... 1451% $ 915,646 8.0% $504,858
Tier 1 risk-based capital ratio:
SVB Financial Group ................... 11.07% $ 722,006 4,0% $260,961
Bank ..... .. ... o 941% $ 593,822 4.0% $252,429
Total | leverage ratio: )
SVB Financial Group ................... 11.91% $ 722,006 4.0% $242.458
Bank .. ... .. 10.19% $ 593,822 4.0% $233,016
December 31, 2006: '
Total risk-based capital ratio: ..
SVB Financial Group . .................. 13.95% $ 757,360 3.0% $434.212
Bank ........ . ... . 12.80% § 667,558 3.0% $417,299
Tier | risk-based capital ratio:
SVB Financial Group ................... 12.34%  § 669,920 4.0% $217,106
Bank ........ ... i 11.70% $ 610,242 4.0% $208,649
Total 1 leverage ratio:
SVB Financial Group ................... 12.46% $ 669,920 4.0% $215,084
Bank ... ... . i 11.83% $ 610,242 4.0% $206,355

22. Stockholders’ Rights Plan

Our Board of Directors (the “Board”) has approved and adopted a stockholders’ rights plan to, among other
things, protect our stockholders from coercive takeover tactics. The current stockholders’ rights plan is in effect
through January 31, 2014 (the “Rights Plan”).

Under the Rights Plan, each stockholder of record on November 9, 1998 received a dividend of one right (a
“Right”) for each outstanding share of common stock of the Company. The Rights are attached to, and presently
only traded with, shares of the Company’s common stock and are not currently exercisable. Except as specified
below, upon becoming exercisable, each Right will entitle the holder to purchase from us 1/1000th of a share of
the Company’s Series A Participating Preferred Stock at a price of $100.00 per share.

The Rights will be exercisable on the tenth (10%) business day (or such later date as is determined by our
Board) following the announcement that a person or group (other than the Company, its subsidiaries or their
employee benefit plans) has acquired or announces a tender or exchange offer to acquire beneficial ownership of
15% or more of the Company’s common stock. If a person or group acquires beneficial ownership of 15% or
more of the Company’s common stock, ¢ach Right will then be exercisable for shares of common stock having a
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value equal to two times the exercise price of the Right. Similarly, in the event the Company is acquired in a
merger or other business combination transaction or 50% or more of our consolidated assets or earning power are
sold following such time as a person or group has acquired beneficial ownership of 15% or more of the
Company’s common stock, the rights will be exercisable for shares of the acquirer or its parent having a value
equal to two times the exercise price of the Right.

At any time on or prior to the close of business on the carlier of (i) the fifth day following a public
announcement that a person or group (other than the Company, its subsidiaries or their employee benefit plans)
has acquired beneficial ownership of 15% or more of the Company’s outstanding commeon shares (or such later
date as may be determined by action of the Board and publicly announced) or (ii) January 31, 2014, we may
redeem the Rights in whole, but not in part, at a price of $0.001 per Right, subject to adjustment.

23. Segment Reporting

SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information (“SFAS No. 1317),
requires that we report certain financial and descriptive information about our reportable operating segments, as
well as related disclosures about products and services, geographic areas and major customers. Our reportable
operating segments results are regularly reviewed internally by our chief operating decision maker (“CODM”)
when evaluating segment performance and deciding how to allocate resources and in assessing performance. Our
CODM is our Chief Executive Officer (“"CEO").

For management reporting purposes, we offer clients financial products and services through four strategic
operating segments: Commercial Banking, SVB Capital, SVB Alliant, and Other Business Services. In July
2007, we reached a decision to cease operations at SVB Alliant. Qur Other Business Services group includes
SVB Global, SVB Private Client Services, SVB Analytics and SVB Wine Division. Income generated by
banking services and financial solutions provided to private equity clients is included under the Commercial
Banking segment effective January 1, 2007. Prior to January 1, 2007, it was included under the SVB Capital
segment. Income generated by the SVB Wine Division is included under the Other Business Services segment
effective July 1, 2007. Prior to July 1, 2007, it was included under the Commercial Banking segment. All prior
period amounts have been reclassified to conform to current period presentations.

Unlike financial reporting, which benefits from the comprehensive structure provided by GAAP, the internal
profitability reporting process is highly subjective, as there is no comprehensive, authoritative guidance for
management reporting. Our management reporting process measures the performance of our operating segments
based on our internal operating structure and is not necessarily comparable with similar information for other
financial services companies. In addition, changes in an individual client’s primary relationship designation have
resulted, and may in the future result, in the inclusion of certain clients in different segments in different periods.

An operating segment is separately reportable if it exceeds any one of several quantitative thresholds
specified in SFAS No. 131. Of our operating segments, only Commercial Banking, SVB Capital and SVB Alliant
were determined to be reportable segments as of December 31, 2007. SVB Global, SVB Private Client Services,
SVB Analytics, and SVB Wine Division did not meet the separate reporting thresholds and as a result, in the
table below, have been aggregated in a column labeled “Other Business Services” for segment reporting
purposes. Previously, the Other Business Services segment included Reconciling Items, as described below. All
prior period amounts have been reclassified to conform to current period presentations.

The Reconciling Items column reflects certain other business service units that did not meet the separate
reporting thresholds, and those adjustments necessary to reconcile the results of the operating segments based on
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our internal profitability reporting process to the consolidated financial statements prepared in conformity with
GAAP. Our CODM allocates resources to and assesses the performance of each operating segment based on net
interest income, noninterest income and noninterest expense, which are presented as components of segment
operating profit or loss before income taxes. Net interest income, our primary source of revenue, is reported, net
of funds transfer pricing (“FTP”). FTP is an internal measurement framework designed to assess the financial
impact of a financial institution’s sources and uses of funds. It is the mechanism by which an earnings credit is
given for deposits raised and an carings charge is made for funded loans. In addition, we evaluate assets based
on average balances; therefore, period-end asset balances are not presented for segment reporting purposes. We
have not reached reportable levels of revenue, net income or assets outside the United States and as such we do
not present geographic segment information.

Our Commercial Banking Business Group is comprised of the Bank and its subsidiaries. Through this
segment, we provide commercial banking products and services to clients in the technology, life science and
private equity industries. We serve private equity firms, as well as corporate clients in all stages of maturity
ranging from emerging-growth companies to established, private and public companies. We define “emerging-
growth” clients as companies in the start-up or early. stages of their life cycles. These companies tend to be
privately held and backed by venture capital; they generally have few employees, are primarily engaged in
research and development, have brought relatively few products or services to market and have little or no
revenues. By contrast, we define “established” or “middle-market” clients as companies that tend to be more
mature. These companies may be publicly traded and are more established in the markets in which they
participate.

SVB Capital focuses on the business needs of our private equity clients, with whom we have established and
maintain relationships domestically and internationally. Through this segment, we focus primarily on funds
management, as well as developing strategic business relationships with the private equity communities, in
particular the venture capital community. Funds managed or sponsored by SVB Capital invest in portfolio
companies and other funds. The group manages six private equity funds and oversees investments, including our
investments in several sponsored debt funds. These sponsored debt funds include Gold Hill Venture Lending 03,
LP and its parallel funds, which primarily provide secured debt, typically to emerging-growth clients in their
earliest stages; and the Partners for Growth funds, which are special situation debt funds that provide secured
debt primarily to higher-risk, more established middle-market clients in their later stages.

SVB Alliant, a broker-dealer registered with the SEC and a member of the Financial Industry Regulatory
Authority (“FINRA”), was our investment banking division, which provided advisory services in the areas of
mergers and acquisitions, corporate finance, strategic alliances and private placements. In 2005, we established
SVB Alliant Europe Limited, a subsidiary of SVB Financial Group based in London, England, in order to
provide investment advisory services to companies in Europe. SVB Alliant Europe Limited commenced full
operations on May 2, 2006, when it received its license from the Financial Services Authority, an independent
body that regulates the financial services industry in the United Kingdom. In July 2007, we announced that we
had reached a decision to cease operations at SVB Alliant and SVB Alliant Europe Limited. We clected to have
SVB Alliant complete a limited number of client transactions before finalizing its shut-down. As of the date of
this report, all such client transactions have been completed. Other than the completion of wind-down activities,
we expect to cease operations by the end of the first quarter of 2008,

Other Business Services includes SVB Global, SVB Private Client Services, SVB Analytics and SVB Wine
Division. SVB Global includes our foreign subsidiaries, which facilitate our clients’ global expansion into major
technology centers around the world. SVB Global provides a variety of services, including consulting and
business services, referrals, and knowledge sharing, as well as identifying business opportunities for us. SVB
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Private Client Services provides a wide range of credit services to high-net-worth individuals using both long-
term secured and short-term unsecured lines of credit. SVB Private Client Services helps our clients meet their
cash management needs by providing deposit account products and services, including checking accounts,
deposit accounts, money market accounts, and certificates of deposit. SVB Analytics provides solutions to
address the valuation needs of our client companies. SVB Analytics includes eProsper, a company that provides
equity ownership data management services. SVB Analytics acquired a controlling interest in eProsper in
August 2006. SVB Wine Division focuses on providing banking and financial products and services to our
premium wine industry clients.
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Our segment information as of and for the years ended December 31, 2007, 2006 and 2005 is as follows:

Other

! Commercial SVB SVB Business Reconciling
{Dollars in thousands) - oo Banking Capital Alliant  Services Items Total
Year Ended December 31, 2007 - e S
Net interest income . ... ... i Ve $ 339862 % 646 § B34 § 35244 4,327 § 380,933
Provision forloanlosses (1) . ... e, Lo (11,016 - — {1,236 (4,584  (16,836)
Noninterestincome (2) .. .....covutiernreinnennennn.n. 138,466 20,763 14,141 7,601 40,413 221,384
Noninterest expense, excluding impairment of goodwill (3) .. (241,719) (14,612)  (14,913)  (45,059) (12,962) (329,265)
Impairment of goodwill . ...... ... .. ... ... — — {17,204) — — (17,204
Minority interest in net income of consolidated affiliates . ... — — — — (28,596)  (28,596)
Income {loss) before income tax expense {(4) .............. $ 225593 § 6,797 $ (17,122)§  (3.450) § (1,402) 5 210,416
Total average loans . ..... ... . ...t $2,679322 §$ - § — $ 807,771 § 35,233 $3,522,326
Total average assets (S} ... oottt 4,217,228 292 446 53,367 907,353 549,723 6,020,117
Total averagedeposits .. ... ... .ol 3,689,478 — — 257,208 15,574 3,962,260
Goodwill at December 31,2007 . ... ovevervnrannns $ — % — 3 — 5 4092 % — § 4092
Year Ended December 31, 2006
Net interest iMCOME . .. v v v vt e rvr v i nre e eaeen e eenn $ 206722 § 772 % 752 % 33370 § 20,841 $ 352,457
(Pravision for) recovery of loan losses (1} . ............... (6,306) — — 2,391 (5,962) 9,877
Noninterest income (2) . ...t inneiriinnerririnns 103,423 10,258 11,640 4,011 11,874 141,206
Noninterest expense, excluding impairment of goodwill (3) .. (223,708) (10,328)  (22,800) (32,211) (15,022) (304,069)
Impairment of goodwill ............. . ... e — (18,434) — — (18,434)
Minority interest in net income of consolidated affiliates . ... — — —_ — (6,308) (6,308)
Income (loss) before income tax expense (4) .............. $ 170,131 $ 702 $§ (28.842)% 7561 % 5423 § 154,975
Total average loans ... ....ocoiiuenineinnenneenann. $2,134901 % — 5 — § 715515 § 31,672 $2,882,088
Total average assets (5) ... ... ii i e 4,161,089 212454 67,503 801,087 £45.302 5,387,435
Total average deposits . . .. ...ttt 3,677,140 — — 222,448 22,269 3,921,857
Goodwill at December 31,2006 ........................ $ — % — % 17204 § 4092 % — 5 21,29
Year Ended December 31, 2005
Net INEerest iNCOME . ... ittt ettt iiaaeeranennas $ 236918 $ 819 § 336 $ 26817 $ 34403 § 299,293
Recovery of (provision for) loan losses (1) ............... 996 —_ — (2,187) 954 237
Noninterest income (2) ... vt irir i e 86,757 4,406 22,064 3,618 650 117,495
Noninterest expense (33 ..........ooiiiiiiiiiiiia (181,937) (10,938) (22,575  (27,502) {16,908) (259,860}
Minority interest in net income of consoltdated affiliates .. .. — — — — (3,396) (3,396)
Income (loss) before income tax expense (4) .............. $ 142734 § (571§ (175) $ 746 3 15,703 $ 153,295
Total average Ioans ... ..vvvvevevnvaevneeneeneaneannns $1,736,273 § — 3% — § 624955 § 7,134 32,368,362
Total averageassets (5) . ........... ... .. . il 4,405,636 148,282 74,498 674,638 113,277y 5,189,777
Total average deposits .. ... ..o v v vre i 3,956,210 — — 186,105 24,161 4,166,476
Goodwill at December 31,2005 .. ...................... 5 — % — % 35638 % — $ — § 35638

(1) For segment reporting purposes, we report net loan charge-offs as the provision for or recovery of loan losses. Thus, the Reconciling
Items colemn includes $4.6 million and $6.0 million in net loan charge-offs for 2007 and 2006, respectively, and $1.0 million in net loan
recoveries for 2005, which represents the difference between net loan charge-offs and the provision for loan losses.

(2) Noninterest income presented in the Commercial Banking segment includes warrant income of $25.5 million, $10.5 million and
$11.8 million in 2007, 2006 and 2005, respectively.

(3) The Commercial Banking segment includes direct depreciation and amortization of $3.8 million, $3.2 miltion, and $2.0 million in 2007,
2006 and 2005, respectively. Due to the complexity of our cost allocation model, it is not feasible to determine the exact amount of the
remaining depreciation and amortization expense allocated to the various business segments (totaling approximately $12.3 million,
$6.2 million and $5.8 million in 2007, 2006 and 2005, respectively).

(4} The internal reporting model used by management to assess segment performance does not calculate tax expense by segment. Our
effective tax rate is a reasonable approximation of the segment rates.

(5) Total Average Assets equals the greater of total average assets or the sum of total deposits and total stockholders’ equity for each segment.
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24. Parent Company Only Condensed Financial Information

The condensed balance sheets of SVB Financial at December 31, 2007 and 2006, and the related condensed
statements of income and cash flows for 2007, 2006 and 2005, are presented below.

Condensed Balance Sheets :
December 31, "

(Dollars in thousands) ' - 2007 2006
Assets:
Cashand due from banks ... ... ..ottt e $ 539 §$ 6,283
Securities purchased under agreement to resell and other shert-term investment

=T o L 1= L 39,496 4,500
INVESIMENE SECUTILIES . - - - o o o e e e e e e e e e e e e e e e e e ‘82,311 83,435
Loans, net of unearned INCOME . . . ... ..ot e e e e 31,354 39,790
OHheT S80S . .. ..t 58,438 54,757
Investment in subsidiaries: .
Bank subsidiary .. ... ... e e e 587,214 592,208
Nonbank subsidiaries ........ e e e e e e e 102,990 95,623
TOtAl ASSBES . ot ittt et e e e e e e e e $907,193 $876,596
Liabilities and Stockholders’ Equity:
Short-term BOITOWINES . . ... ... $ — § 93864
Contingently convertible debt ... ... ... . i e 149,269 148,441
Junior subordinated debentures . ... ... i e e 52,511 51,355
Other Habilities . ...ttt ettt it i e e e e e e e e, 28,759 38,422
Total Habilities . ... s.. 230,539 ; 248,082
Stockholders’ equity . ... ... i e e 676,654 628,514
Total liabilities and stockholders’ equity . .......... ... iiiiiiiiiii .. $907,193  $876,596

Condensed Statements of Income .
l Year ended December 31,

(Dollars in thousands) ' 2007 2006 2005
INEELESt IMCOIMIE .« .\ vt vt et v e e e e e e e e et et e ettt inees $ 4646 $ 5031 § 3,762
I ereSt ERPEISE o .\ ittt e it e e e e e (5,678) (4,083) (3,518)
Dividend income from bank subsidiary (1) ................. ... 0o vut. 180,000 100,000 70,000
Gains on derivative INSIIIMENTS, NEL . ... ..ottt ii i e it e nenaeesnns 21,525 9,759 3,875
Gains (losses) on investment SeCUrities, Net . . ... ... ve it inrnnnernns 2,558 (558) (2,339
General and administrative eXpenses . ... ......ovoir i _ (47,149)  (29,187) (12,698)
Incometax benefit ... ... .. ... i e - 8,321 6,398 5,024
Income before net income of subsidiaries ............................. 164,223 87,360 64,106
Equity in undistributed net income (loss) of nonbank subsidiaries .......... (2,320) (13.,033) 767
Equity in undistributed net (loss) income of bank subsidiary .............. (38,265) 15,058 27,664
NELINCOME . o\ ottt et et e e e e e e $123,638 $ 89,385 $§ 92,537

(1) Certain dividends paid in 2004 were in excess of the amount permitted under the DFI guidelines. Therefore,
in 2005 SVB Financial was required by the DFI to repatriate $28.4 million of the 2004 dividend to the Bank.
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SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Condensed Statements of Cash Flows

Year ended December 31,
(Dollars in thousands) ' 2007 2006 2005
Cash flows from operating activities: PR Sl
Nt EICOIMIE wv v vt vt e e et et e et e e ettt $123638 $§ 89385 § 92,537
Adjustments to reconcile net income to net cash provided by operating
activities: ’ ’
Gains on derivative Instruments, net .. .........vueenninenni.y (21,525) (9,759) (3,875
(Gains) losses on investment securities, net . . .................... (2,558) 558 2,339
Net income (foss) of bank subsidiary .. ........... ... .. ... ..., 38,265 (15,058) (27,664)
Net income (loss) on nonbank subsidiaries . ..................... 2,320 13,033 (767
Decrease (increase) inother assets . ......covviiinenr e, .. 17,845 1,171 (4,167
(Decrease) increase in other liabilities . ............ ... . .ot (9,663) 14,332 6,477
Increase in payabletoBank . ............. ... ... . il — (26,456) (2,916)
(01T 1= PP 25463 31,618 7,793
Net cash provided by operating activities ......................... 173,785 08,824 69,757
Cash flows from investing activities:
Net decrease (increase) in investment securities .................... 21,795 (3,256) 19,265
Net decrease (increase}inloans . ... ... i 8,436 (25,064 (13,156}
Investment in bank subsidiaries ............... .. .. ... i (42,004)  (39,781) (30,000}
Investment in nonbank subsidiaries ........... ... .. ... .. {9,687) (3,550) (20,643)
Net cash used for investing activities ............................. (21,460) (71,651}  (44,534)
Cash flows from financing activities:
{Decrease) increase in borrowings, net - .............. oo (9,864) 9,864 (9,333)
Proceeds from issuance of common stock . ... ... ... . . s 31,212 33,872 18,626
Repurchases of common stock ............ ... ool (146,754) (103,759  (77,663)
Tax benefit of share-based compensation ............ e 7,184 12,034 —
Net cash used for financing activities ............................. (118,222  (47,989)  (68,370)
Net increase (decrease) in cash and cash equivalents .................. 34,103 (20,816)  (43,147)
Cash and cash equivalents at beginningof year . ... ................... 10,783 31,599 74,746
Cash and cash equivalents atendof year . ......... ...t $ 44886 $ 10,783 $ 31,599

25. Subsequent Events
For the period January 1, 2008 through February 26, 2008, we repurchased 474,628 shares of our common

stock at a total cost of $22.2 million. As of close of business, February 26, 2008, $127.5 million of our common
shares may still be repurchased under our current common stock repurchase program.
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SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

26. Unaudited Quarterly Financial Data

Our supplemental consolidated financial information for each three month period in 2007 and 2006 are as

follows: ‘ .o : ,
. Three months ended

(Dollars in thousands, except per share amounts) March 31, June 30, September 30, December 31,
2007: . . o . :
Interestincome .................. i, £105.966 $109,731 S$113,171 $114,518
Interest eXpense .. ... rnrn s e (12,602) (15,155) (17,463 . (17,233)
Netinterest NCOME . ..ottt it v it anaasan 93,364 04,576 95,708 97.285
(Provision for) recovery of loan losses .................. 407 (8,117 (3,155) (5,971)
Noninterest income ... ... L e e . 47,461 55,700 65,034 ' 53,189
Noninterest €Xpense . ....... ..o eoe i nenaennnn 82,117y (97916) (82,959) (83,477
Minority interest in net income of consohda{ed affiliates . o (10,356) {5,825) (10,458) {1,957)
Income before tax expense ........................... 48,759 38,418 64,170 59,069
[NCOME 1AX EXPENSE . . ..\ttt e e e i et e e (20,368 (15,553) (26,054) (24,803)
NetinCoOme . .ovvvvve e ie e DT . $ 28391 $.22865 § 38,116 $ 34,266
Earnings per common share—basic .................... $ 08 $ 067 $ 1122 $§ 104
Earnings per common share—diluted ................... $ 076 $ 061 $ 1.03 $ 096
Goodwill atperiodend .............................. $21296 $§ 4092 § 4,092 $ 4,092
2006:
INterest INCOMIE . ...\ttt i et e e $ 89,405 § 93,130 $100,304 $104,300
Interest €Xpense . . ... ... ottt e (5,526) (7,368) (10,496) (11,792)
Net interestinCome ... ... vt i isenennnnnnen 83,879 85,762 89,808 93,008
(Provision for) recovery of loan losses ..., .............. 2,474 (4,602) (2,767 (4,982)
NONINErESt INCOME . . v vt e et e e e e e e 23,401 40,978 30,968 45,859
Noninterest €Xpense . ... .......coeiinvinernnrnernnns (70,688) (93,638) (75,007} (83,170)
Minority interest in net {(income) losses of consolidated

affiiates . ... ... . e (244) (5,814) 919 (1,169)
Income before tax expense ..................iiiiin... 38,822 22,686 43,921 49 546
Income tax expense .. ..........c.o i, (16,743) (9,092) (18,751) (21,196)
Net income before curnulative effect of change in accounting

prnciple ... ... e 22,079 13,594 25,170 28,350
Cumulative effect of change in accounting prmcnple net

o) 1 P 192 — — —
NELIICOIME .. oottt et ie et et en e $ 22271 $ 13,594 $ 25,170 $ 28,350
Earnings per common share—basic, before cumulative

effect of change in accounting principle ............... $ 063 § 039 $ 073 $ 083
Earnings per common share—diluted, before cumulative

effect of change in accounting principle . .............. $ 057 $ 036 % 068 $ 077
Earnings per common share—basic .................... $ 063 $ 039 §$ 073 $ 083
Earnings per common share—diluted . .................. $ 058 $ 036 3 068 $ 077
Goodwill atperiodend ........ ... ... ... ............ $ 35638 $ 21,296 $ 21,296 $ 21,296




SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

27. Legal Matters

On October 4, 2007, a consolidated class action was filed in the United States District Court for the Central
District of California, purportedly on behalf of a class of investors who purchased the common stock of Vitesse
Semiconductor Corporation (“Vitesse”). The complaint asserted claims under Sections [0(b) and 20(a) of the
Securities Exchange Act of 1934, as amended, against Vitesse, the Bank and other named defendants in
connection with alleged fraudulent recognition of revenue by Vitesse, specifically with respect to sales of certain
accounts receivable to the Bank, The relief sought under the complaint included rescission of the Vitesse shares
held by plaintiffs and other class members or the appropriate measure of damages, as well as prejudgment and
post-judgment interest and certain fees, costs and expenses. On January 28, 2008, the court dismissed with
prejudice all claims against the Bank under the action.

Additionally, certain lawsuits and claims arising in the ordinary course of business have been filed or are
pending against us or our affiliates. Based upon information available to us, our review of such claims to date
and consultation with our outside legal counsel, management believes the liability relating to these actions, if
any, will not have a material adverse effect on our liquidity, consolidated financial position, and/or results of
operations. Where appropriate, as we determine, we establish reserves in accordance with SFAS No, 35, The
outcome of litigation and other legal and regulatory matters is inherently uncertain, however, and it is possible
that one or more of the legal or regulatory matters currently pending or threatened could have a material adverse
effect on our liquidity, consolidated financial position, and/or results of operation.
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Item 9.  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.
Item 9A. Controls and Procedures ’

(a) Disclosure Controls and Procedures

Disclosure controls and procedures are the controls and other procedures that are designed to ensure that
information required to be disclosed in the reports that the Company files or submits under the Securities
Exchange Act of 1934, as amended (the “Exchange Act”) is recorded, processed, summarized, and reported
within the time periods specified in the SEC rules and forms. Disclosure controls and procedures include, among
other processes, controls and procedures designed o ensure that information required 1o be disclosed in the
reports that the Company files or submits under the Exchange Act is accumulated and communicated to
management, including the Chief Executive Officer and Chief Financial Officer, as appropriate, 1o allow timely
decisions regarding required disclosure.

The Company carried out an evaluation, under the supervision and with the participation of management,
including the Chief Executive Officer and the Chief Financial Officer, of the effectiveness of the design and
operation of our disclosure controls and procedures as of December 31, 2007 pursuant to Exchange Act
Rule 132-15b. Based on this evaluation, the Chief Executive Officer and Chief Financial Officer have concluded
that the Company’s disclosure controls and procedures were effective as of December 31, 2007.

{b) Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial
reporting at the Company. Our internal control over financial reporting is a process designed under the
supervision of the Chief Executive Officer and the Chief Financial Officer to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of the Company’s financial statements for
external reporting purposes in accordance with GAAP. A company’s internal control over financial reporting
includes policies and procedures that (1) pertain to the maintenance of records that accurately and fairly reflect,
in reasonable detail, transactions and dispositions of the company’s assets, (2} provide reascnable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with GAAP
and that receipts and expenditures are being made only in accordance with authorization of management and the
directors of the company, and (3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
company’s financial statements.

Because of its inherent limitations, internal control over financial reporting cannot provide absolute
assurance of achieving financial reporting objectives. Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or
that the degree of compliance with the policies or procedures may deteriorate.

As of December 31, 2007, the Company carried out an assessment, under the supervision and with the
participation of the Company's management, including the Company’s Chief Executive Officer and Chief
Financial Officer, of the effectiveness of the Company’s internal control over financial reporting pursuant to
Rule 13a-15(c), as adopted by the SEC under the Exchange Act. In evaluating the effectiveness of the
Company’s internal control over financial reporting, management used the framework established in “Internal
Control—Integrated Framework,” issued by the Committee of Sponsoring Organizations of the Treadway
Commission (“COSO0”). Based on this assessment, management has concluded that, as of December 31, 2007,
the Company’s internal control over financial reporting was effective.
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KPMG LLP, the independent registered public accounting firm that audited and reported on the
consolidated financial statements of the Company, has issued an unqualified opinion on the effectiveness of the
Company’s internal control over financial reporting as of December 31, 2007.

(c) Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting identified in management’s
evaluation during the fourth quarter of the period covered by this Annual Report on Form 10-K that materially
affected, or are reasonably likely to materially affect; our internal control over financial reporting.

Item 9B. 'Other Information
Noﬁe. |

PART HI. |

Item 10. Directors, Executive Officers and Corporate Governance

The information set forth under the sections titled “Proposal No. 1—Election of Directors”, “Information on
Executive Officers”, “Board Committees and Meeting- Attendance”, “Section 16(a) Beneficial Ownership
Reporting Compliance” and “Corporate Governance Principles and Board Matters” contained in the definitive
proxy statement for SVB Financial Group’s 2008 Annual Meeting of Stockholders is incorporated herein by
reference.

Item 11. Executive Compensation

* The information set forth under the sections titted “Information on Executive Officers”, “Compensation
Discussion and Analysis”, “Compensation for Named Executive Officers”, “Director Compensation”,
“Compensation Committee Interlocks and Insider Participation” and “Report of the Compensation Committee of
the Board on Executive Compensation” contained in the definitive proxy statement for SVB Financial Group's
2008 Annual Meeting-of Stockholders is incorporated herein by reference.
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

The information set forth under the sections titled “Security Ownership of Directors and Executive Officers”
and “Security Ownership of Principal Stockholders” contained in the definitive proxy statement for SVB
Financial Group’s 2008 Annual Meeting of Stockholders is incorporated herein by reference.

Our stockholders have approved each of our active equity compensation plans. The following table provides
certain information as of December 31, 2007 with respect to our equity compensation plans:

Weighted-average Number of securities remaining
Number of securities to  exercise price of available for future issuance under

be issued upon exercise  outstanding equity compensation plans
of outstanding options, options, warranits  (excluding securities reflecied in
Plan category warrants and rights (1) and rights column (2))
Equity compensation pians approved by stockholders ... 3,769,229 $ 3374 © 3,556,436
Equity compensation plans not approved by
stockholders ...... ... ... ... . il nfa nfa nfa

Total, .. e 3,769,229 $ 3374 3,556,436

(1) Represents options granted under our 2006 Equity Incentive Plan, Amended and Restated 1997 Equity
Incentive Plan and Amended and Restated 1989 Stock Option Plan. This number does not include securities
to be issued for unvested restricted stock and restricted stock unit awards of 376,181 shares.

(2) Includes shares available for issuance under our 2006 Equity Incentive Plan. This table does not include
757,825 shares available for issuance under the 1999 Employee Stock Purchase Plan.

For additional information concerning our equity compensation plans, refer to Note 4 (Share-Based
Compensation) of the “Notes to the Consolidated Financial Statements” under Part 11, Item 8 in this report.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information set forth under the sections titled “Certain Relationships and Related Transactions” and
“Corporate Governance Principles and Board Matters—Board Independence” in the definitive proxy statement
for SVB Financial Group’s 2008 Annual Meeting of Stockholders is incorporated herein by reference.
Item 14. Principal Accounting Fees and Services

The information set forth under the section titled “Principal Audit Fees and Services” contained in the

definitive proxy statement for SVB Financial Group’s 2008 Annual Meeting of Stockholders is incorporated
herein by reference.,
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PARTIV.

Item 15, Exhibits and Financial Statement Schedules

(a) Financial Statements and Exhibits:

(m

@

Financial Statements. The following consolidated financial statements of the registrant and
its subsidiaries are included in Part II Item 8:

Report of Independent Registered Public Accounting Firm .......... ... . oot
Consolidated Balance Sheets as of December 31,2007 and 2006 ...... ... . ... ... ... ...,
Consolidated Statements of Income for the three years ended December 31,2007 ............
Consolidated Statements of Comprehensive Income for the three years ended December 31,

& 7 O
Consolidated Statements of Stockholders’ Equity for the three years ended December 31,

00T e e e e e e e e
Consolidated Statements of Cash Flows for the three years ended December 31,2007 .........
Notes to Consolidated Financial Statements .. ... ... . . . i i i iiiens

Financial Statement Schedule. The consolidated financial statements and supplemental data
are contained in Part IT Item 8. All schedules other than as set forth above are omitted because of
the absence of the conditions under which they are required or because the required information is
included in the consolidated financial statements or related notes in Part Il ltem 8. .............

(3) Exhibits. See Index to Exhibits included at the end of this Form 10-K . . ..................
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly auvthorized.

SVB FinanciAL GROUP

/s/ KENNETH P. WILCOX

Kenneth P. Wilcox
President, Chief Executive Officer and Director
Dated: February 29, 2008
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Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated:

" Signature

/s/  ALEX W, HART

Alex W, Hart

fs/ KEeENNETH P. WiLCOX

Kenneth P. Wilcox

fs/  MICHAEL DESCHENEAUX

Michael Descheneaux

/s/  ErIC A. BENHAMOU

Eric A. Benhamou

/s/  DaviD M. CLAPPER

David M. Clapper

/s/ RoOGER F. DUNBAR

Roger F. Dunbar

/s/ JoEL P. FRIEDMAN

Joel P. Friedman

/s/ G. FELbA HARDYMON

G. Felda Hardymon

/s/  C. RICHARD KRAMLICH

C. Richard Kramlich

Lata Krishnan *

/s/  JAMES R. PORTER

James R, Porter

/s{ MICHAELA K. RODENO

Michaela K. Rodeno

/s/ Kyung H. YOON

Kyung H. Yoon

*  Elected as of February 8, 2008

Title

Chairman of the Board of Directors
and Director

President, Chief Executive Officer
and Director (Principal Executive
Officer)

Chief Financial Officer (Principal

Financial Officer and Principal

Accounting Officer)

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director
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February 29, 2008

February 29, 2008
February 29, 2008

February 29, 2008
February 29, 2008
February 29, 2008
February 29, 2008
February 29, 2008

February 29, 2008

February 29, 2008
February 29, 2008

February 29, 2008
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Amended and Restated Bylaws

Certificate of Designation of Rights, Preferences
and Privileges of Series A Participating Preferred
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Registration Rights Agreement dated as of May 20,
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Junior Subordinated Indenture, dated as of
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trustee
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10.1  Office Lease Agreement, dated as of 8-K 000-15637 10.28 September 20, 2004
September. 15, 2004, between CA-Lake Marriott .
Business Park Limited Partnership and Silicon
Valley Bank: 3003 Tasman Drive, Santa Clara,
CA 95054 .
*10.2 1989 Stock Option Plan 10-Q 000-15637 10.28 August 13, 1996
*10.3  40i(k) and Employee Stock Ownership Plan 10-K 000-15637 10.6 March 16, 2005
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*10.8  Senior Management Incentive Compensation 10-K 000-15637 10.18 March 27, 2006
Plan .
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*10.10 Form of Restricted Stock Unit Agreement under  8-K 000-15637 1030 November 5, 2004
1997 Equity Incentive Plan '
#10.11 Form of Incentive Stock Option Agreement under  10-Q 000-15637 1031 November 9, 2004
1997 Equity Incentive Plan :
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Equity Incentive Plan
*10.14 Change in Control Severance Plan 10-Q 000-15637 10.27 November 9, 2007
*10.15 2006 Equity Incentive Plan 8-K 000-15637 10.28 May 2, 2007
*10.16 Form of Incentive Stock Option Agreement under 8-K 000-15637  99.1 June 8, 2006
2006 Equity Incentive Plan o
*10.17 Form of Nonqualified Stock Option Agreement 8-K 000-15637 992 June 8, 2006
under 2006 Equity Incentive Plan
*10.18 Form of Restricted Stock Unit Agreement for 8-K 000-15637 993 June B, 2006
Executive Officers under 2006 Equity Incentive
Plan
*10.19 Form of Restricted Stock Unit Agreement for 8-K 000-15637 99.4 June 8, 2006
Employees under 2006 Equity Incentive Plan
*10.20 Form of Restricted Stock Award Agreement 8-K 000-15637 99.5 June 8, 2006
under 2006 Equity Incentive Plan
*10.21 Offer Letter dated November 2, 2006, for 8-K 000-15637 10.31 April 17, 2007
Michael Descheneaux
*10.22 Offer Letter dated April 25, 2007, for Michael 000-15637 10.32 May 2, 2007
Descheneaux .
*10.23 Form of Restricted Stock Unit Agreement for 000-15637 10.33 November 9, 2007
Directors under 2006 Equity Incentive Plan
*10.24 Form of Restricted Stock Unit Election to Defer 000-15637 10.34 November 9, 2007
Settiement under 2006 Equity Incentive Plan .
14.1  Code of Ethics 10-K 000-15637 14.1 March 11, 2004
21.1  Subsidiaries of SVB Financial Group X
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public accounting firm.
31.1  Rule 13a-14(a) / 15d-14(a) Certification of X
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31.2  Rule 13a-14(a) / 15d-14(a) Certification of X
Principal Financial Officer
32.1 Section 1350 Certifications *H

*  Denotes management contract or any compensatory plan, contract or arrangement.

*k

Fumished herewith.
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EXHIBIT 31.1

RULE l3a-l4(a)ll$d-l4(a) CERTIFICATION

I, Kenneth P, Wilcox, certify that;

L.
2.

[ have reviewed this annual report on Form 10-K of SVB Financial Group;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this.report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e})) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, pacticularly
during the peried in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s Board of Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant roie in the registrant’s internal control over financial reporting.

Date: February 29, 2008 s/ KENNETH P. WiLcox

Kenneth P. Wilcox
President and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 31.2

RULE 13a-14(a)/15d-14(a) CERTIFICATION

1, Michael Descheneaux, certify that:

1.
2.

i have reviewed this annual report on Form 10-K of SVB Financial Group;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit Lo state
a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(¢)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

(d)y Disclosed in this report any cha.nge in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit commitice of the
registrant’s Board of Directors (or persons performing the equivalent functions):

(a) Al significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrani’s ability to record,
process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 29, 2008 fs!/  MICHAEL DESCHENEAUX

Michael Descheneaux
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)




EXHIBIT 32.1

SECTION 1350 CERTIFICATIONS

I, Kenneth P. Wilcox, certify that, to my knowledge, the Annual Report of SVB Financial Group on
Form 10-K for the annual period ended December 31, 2007, (i) fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and (ii) that the information contained in such
Form 10-K fairly presents, in all material respects, the financial condition and results of operations of SVB
Financial Group.

Date: February 29, 2008 s/ KENNETH P. WILCOX

Kenneth P. Wilcox
President and Chief Executive Officer
{Principal Executive Officer)

I, Michael Descheneaux, certify that, to my knowledge, the Annual Report of SVB Financial Group on
Form 10-K for the annual period ended December 31, 2007, (i) fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and (ii) that the informaticn contained in such
Form 10-K fairly presents, in all material respects, the financial condition and results of operations of SVB
Financial Group.

Date: February 29, 2008 /s/ MICHAEL DESCHENEAUX
Michael Descheneaux
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
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