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COMPANY DESCRIPTION

Stifel Financial Corp. is the holding company for Stifel, Nicolaus & Company, Incorporated, a full-service brokerage and investment
banking firm established in 1890 and headquartered in St. Louis, Missouri. The Company provides securities brokerage, investment
banking, trading, investment advisory, and related financial services through its wholly owned subsidiaries, primarily Stifel

Nicolaus, to individual investors, professional money managers, businesses, and municipalities.

STATEMENT OF COMMITMENT

10 Our Associates — current and future, our commitment is to provide an entrepreneurial environment that encourages unconfined,
long-term thinking. We seek to reward hard-working team players that devote their energy and attention to client needs. At work, at

home, and in their communities, we seek to be their Firm of Choice.

10 Our Clients — individual, institutional, corporate, and municipal, our commitment is to listen and consistently deliver innovative
financial solutions. Putting the welfare of clients and community first, we strive to be the Advisor of Choice in the industry. Pursuit of

excellence and a desire to exceed clients’ expectations are the values that empower our Company to achieve this status.

10 Our Sharebolders — small and large, our commitment is to create value and maximize your return on investment through all market
cycles. By achieving the status of Firm of Choice for our professionals and Advisor of Choice for our clients, we are able to deliver value o

our shareholders as their Investment of Choice.

ADVISOR
OF CHOICE

Photo of Ronald J. Kruszewski courtesy of Brian Cassidy, St. Lowis Business Journal



FINANCIAL HIGHLIGHTS

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

OPERATING RESULTS

2004 2005 2006 2007 2008
Total Revenues $251,189 $270,010 $471,388 $793,090 $888,847
Net Income $23,148 $19,644 $15,431 $32,170 $55,502
Earnings Per Diluted Share! $1.25 $1.04 $0.74 $1.25 $1.98
Core Earnings’ $23,148 $21,616 $39,590 $66,788 $71,380
Core Earnings Per Diluted Share!? $1.26 $1.15 $1.90 $2.60 $2.54
FINANCIAL POSITION 2004 2005 2006 2007 2008
Total Assets $382,314 $842,001 $1,084,774 $1,499,440  $1,558,145
Stockholders’ Equity $131,312 $155,093 $220,265 $424,637 $593,185
Book Value Per Share! $9.02 $10.21 $12.36 $18.36 $22.68

" All stock price amounts reflect the four-for-three stock split distribution in September 2004 and three-for-two stock split in June 2008.
? Core Earnings and Core Earnings Per Diluted Share, non-GAAP measures, represent GAAP net income and GAAP dilused earnings per share adjusted for
acquisition-related charges, principally compensation related to the acquisition of Legg Mason Capital Markets for 2006, 2007, and 2008 and compensation charges

related 1o the acceleration of vesting for the Ryan Beck deferred compensation plans for 2007. See Reconciliation of GAAP Net Income to Core Earnings on the
inside back cover.
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Cba:rman, Pre;zdmt, and Chief Executive Officer

Dear FeIiow Shareholders, Clients, aml Assaczates.

Navigating the storm. And what a storm 2008 proved to be.

At the beginning of the year, there existed five large independent
investment banks. Today, there are two. Bear Stearns was
absorbed into J.P. Morgan Chase, Lehman Brothers declared
bankruptcy, and Merrill Lynch apparently found it necessary to

sell itself to Bank of America.- The two remaining large firms,
Goldman Sachs and Morgan Stanley, while still independent,
converted to bank holding companies. That’s not all. The
government effectively nationalized AIG and placed Fannie Mae
and Freddie Mac into conservatorship. The country’s mortgage-
banking industry is in disarray. Citigroup is deleveraging

and dismanding its universal bank model, underscored by its
announced spin-off of Smith Barney. IndyMac and 24 other
banks were taken over by the FDIC in 2008. Washington Mutual
was acquired by J.P. Morgan Chase, and Wachovia sold itself to
Wells Fargo. The market reflected the carnage, as the S&P 500
ended 2008 42% off its high achieved in October 2007.

Our Companys 2008 Performance

Amid the 2008 maelstrom, I am pleased to report that Stifel
Financial Corp. navigated the storm in extraordinary fashion.

As way of reference, U.S. securities industry net revenue declined
19%, resulting in a collective pre-tax loss of $34 billion. In
contrast, Stifel Financial’s net revenue increased 14% to a record

$870 vrﬁijlivibﬁ, 'markiﬁg our

ecutive year of record
venue. Core net i ¢ $71 million, up

m the record est

*Tier-one capital ratio of 49% Wh h is 12 times the
required level.

«Net capital ratio of 58%, 18 times the required level.

*Our core return on equity, achieved without employing
the excessive leverage of many of our industry brethren,
totaled 15%.

For the year, our stock price increased 31% vs. declines of 37%
for the S&P 500 and 62% for the Securities Broker-Dealer
Index. Over five years, our stock price“has achieved a compound
annual growth rate of 35% as compared to compound annual
declines of 2% for the S&P 500 and 10% for the Securities
Broker-Dealer Index.

What explains our Company’s extraorainary performance,
especially in the dificult market environment of 20082 The

answer remains the same as last year. Instead of employing
financial leverage, we simply strive to leverage our infrastructure
and capabilities through the addition of talented, entrepreneurial
people. - Since 2000, we have leveraged our capabilities through
the addition of approximately 2,400 associates, bringing the total
to more than 3,500 today. This growth, in turn, has resulted in
a 391% increase in net revenue over this same time frame. In
short, the intellectual capital and energy of our people represents

the franchise value of our Company.

Importantly, the interests of our associates remain aligned with
our shareholders. Our compensation systems are closely aligned
with performance; performance as measured in a fashion that
does not leave Stifel with unwarranted residual risk. Moreover,

our associates own over 45 percent of our stock, on a fully

diluted basis.

The following milestones demonstrate our commitment
to growth through the addition of new associates from the
beginning of 2008 through March 2009.
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*We opened 62 new offices and added 231 Financial
Advisors to our Company, net of departures. These totals
include the acquisition of Butler Wick, which closed on
December 31, 2008, and added 75 Financial Advisors and
18 branch offices.

*In March 2009, we entered into an agreement to acquire
up to 58 Private Client Group branches from the UBS
Wealth Management Americas branch network, in a deal
that will further extend our geographic presence and
strengthen our brokerage position. Expected to close in the
third quarter of 2009, this transaction could bring Stifel up
to 340 new Financial Advisors in 24 states, and we expect it
to be accretive to our earnings in the first year.

*We expanded the scope and capability of our Public
Finance practice through the addition of 25 professionals
and the opening of 4 new offices in Chicago, Illinois;
Lansing, Michigan; New York, New York; and San
Antonio, Texas. In addition, during the first quarter
of 2009, we opened two new Public Finance offices in

Cleveland and Columbus, Ohio.

*We have added 61 associates to our Equity Capital Markets
Group, including 24 in investment banking, 17 in sales

and trading, and 13 in research.

*We have added 55 associates in Fixed Income Capital
Markets, adding significantly to sales, trading, and Public
Finance, including the addition of 12 highly regarded
professionals to spearhead a new Aircraft Finance and

Credit Solutions practice.

INVESTMENT OF CHOICE

Stifel Financial Corp. (34.5% CAGR*)
Peer Group (-5.3% CAGR*)

S&P 500 Index (-2.2% CAGR*)

A AN

Securities Broker-Dealer Index

(-10.2% CAGR™)

03 04 05 06 07 08
* Compound Annual Growth Rate

The above graph assumes $100 invested on an indexed basis, with dividends reinvested, in

Stifel Financial Corp. common stock, a Peer Group Index (consisting of six companies, including
Stifel, that serve the same markets as us and which compete with us in one or more markets), the

S&P 500 Index, and the Securities Broker-Dealer Index (consisting of 12 firms in the brokerage

sector,

excluding Stifel) for the period December 31, 2003 to December 31, 2008.

*We have added 87 associates to our client service areas to

support our growth.

Other notable accomplishments in 2008 include:

*We continued our award-winning research efforts, ranking
#1 out of 246 firms in both stock-picking performance and
earnings accuracy. As a result, our institutional cash equity
business increased to $160 million, up 33% from 2007.

*Our Private Client Group posted record net revenue of

$461 million, up 6% from the previous record set in 2007.

*Our Fixed Income Capital Markets business posted record
net revenue of $175 million, up 170% from 2007. Simply
stated, this segment produced outstanding results in 2008.

*QOur Public Finance Group acted as sole, senior, or co-

manager on 535 transactions totaling $12 billion.

*Qur Equity Capital Markets segment posted revenue
of $216 million, an outstanding result considering the

difficult investment banking environment during the year.

sStifel Bank grew assets 35% to $361 million, while adding

35 new associates.

ADVISOR OF CHOICE 889

TOTAL REVENUES 793
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SHAREHOLDER LETTER

What happened to our financial system?

There are no simple answers to complex problems, especially
problems that have accumulated over time. In last year’s letter, [
quoted Warren Buffett, who stated, “It is easy to put on leverage,
and not so easy to take leverage off.” 2008 proved that adage true.

In my view, the current crisis is the result of speculative investment
fueled by excessive leverage. The leverage was enabled through
aggressive asset securitization endorsed by overly optimistic

credit agencies. 'The resulting crisis is a classic Irving Fisher

debt deflationary recession (certainly as it applies to financial
institutions), whereby the reduction of debt leads to distress selling,
which leads to a fall in the level of prices. This in turn reduces net
worth and profit potential, leading to bankruptcies, all of which
results in a loss of confidence. The consequence is a reduction in
lending, which feeds the cycle.

There are two fundamental ways out of this situation: a deep,
prolonged recession or inflationary credit expansion. The recession
is already upon us, but it is politically unacceptable to let the
recession run its natural course without government intervention.
The second option, inflationary credit expansion, is the apparent
policy choice today. In effect, the policy-makers are encouraging
debt over savings in order to stimulate the economy. Ironically, it is
this policy which got us into this mess in the first place.

Looking forward, a policy of inflationary credit expansion will result
in low interest rates for a period of time and materially increased
government debt. Sound familiar? If this policy is successful, it will
fuel the flow of credit, which will increase economic growth and
result in a firming of asset pricing. If not successful, we may merely
be kicking a bigger problem to the future.

What do we do now?

As Fed Chairman Ben Bernanke has repeatedly stated, “until we
stabilize the financial system, a sustainable economic recovery will
remain out of reach.” We agree. We also believe the following
issues need to be addressed:

Too big to fail — No concept seems more antithetical to capitalism
than the phrase, o0 big to fail. Effective capitalism requires failure.
The concentration of financial power coupled with the moral
hazard which accompanies the implicit government backing of
companies deemed too big to fail will cause market distortions

and eventually threaten our financial system. This is not an easy
issue, as many institutions today are too big to fail. In addition, we
have compounded the issue by encouraging these same financial
institutions to acquire other failing large institutions (often with
government subsidy), making the resulting entity even more
difficult to regulate and, again, too big to fail. While not a popular
concept among the financial giants today, the only real way to
reduce systemic risk and strengthen our financial system is to not
allow any institution to become too big to fail. This needs to be

a global policy to address the tired arguments that U.S.-based
institutions must be big enough to compete globally.

Derivatives — There is no question that derivatives are an essential
tool for managing risk. However, many derivative contracts are
structured and traded in a manner which makes it difficult to
monitor and assess counterparty risk and systemic risk. We need to
develop clearing houses, which will reduce the aforementioned risks.
This initiative cannot be completed fast enough. In addition, we
need to thoughtfully evaluate the question of who has an appropriate
“insurable interest” with respect to credit default swaps.

Pro-cyclical regulation — Regulation and accounting policy should
not exaggerate the cyclical nature of the financial services industry
but rather be more counter-cyclical. For example, during good
economic times, banks should be required to increase potential loss
reserves, and during difficult times, these reserves may actually fall

as assets are written down. The same is true of mark-to-market
accounting. Our regulations and accounting policies should
recognize that business and the economy are neither as good nor as
bad as a current snapshot would suggest.

Short-sale symmetry — A number of questions exist regarding
short selling. We believe that short selling is an important element
of any market and enhances liquidity. However, the rules for
short selling should have symmetry with the rules regarding long
purchases, as follows:

* Require delivery of shares sold short — The current rules for
settling short sales are different than those for long purchases,
and as a result, naked short selling can and does occur. This
discrepancy should be eliminated.

* Provide equal disclosure of short positions — The current
disclosure rules regarding long positions should be applied
to short positions. Short positions should be reported on a
quarterly basis, and any short position in excess of 5% of shares
outstanding should be reported on the same basis as 5% long
positions. Transparency is key to this issue.

Our outlook

There is no question these are difficult and tumultuous times.
However, during times of market upheaval, significant opportunities
exist for the companies that are both well positioned and well
capitalized. Stifel Financial is one of these companies. The
environment to attract and retain entrepreneurial and capable
people, which will result in increased market share, has never held
greater promise. We intend to continue to seize this opportunity.

As always, we offer our sincere thanks to our shareholders and to
our clients for their support and to our associates for their continued
commitment to excellence.

T

Ronald J. Kruszewski
Chairman, President, and Chief Executive Officer
April 13, 2009



The Private Client Group consists of 1,142 Financial Advisors

in 196 offices located in 35 states and the District of Columbia,
along with 173 independent contractors affiliated with Century
Securities Associates. Led by President and Co-Chief Operating

Ofhicer Scott McCuaig and Chief Financial Officer Jim Zemlyak,

the Private Client Group has been, and continues to be, the
largest contributor to the Company’s net revenues and profits

and again produced record results.

Financial highlights for the Private Client Group in 2008
include:
*Net revenue of $461.4 million, an increase of 6%
from 2007.
*Record operating contribution of $98 million, a 2%

increase from 2007.

The firm’s selective recruiting efforts continue to pay off, as more
and rmore financial professionals make Stifel Nicolaus their Firm
of Choice. 'The firm opened 34 Private Client Group offices
in 2008, added 194 Financial Advisors, and finished the year
ranked as the 10th-largest brokerage firm in the country in terms

of registered representatives.
Lastern Region

Easte'n Region Director Allen Brautigam expanded the firm’s
footprint into New Hampshire, South Carolina, and Vermont.
Through organic growth, the firm added a total of 17 new

Private Client Group offices.

In December, the firm closed on the acquisition of Youngstown,

Obhio-based Butler Wick & Company, Inc., a regional firm

FINANCIAL ADVISORS

1,142

966
556
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PRIVATE CLIENT GROUP

with a culture and approach similar to Stifel’s. This transaction
enabled Stifel to gain a stronger presence in the Ohio Valley
Region, bolstering the Eastern Region by giving the firm

an additional 18 offices and 75 Financial Advisors in Ohio,
Pennsylvania, and Western New York. This acquisition also
allowed the firm to further build upon and capiralize on the
experience gained through the successful acquisitions and
integrations of the Legg Mason Capital Markets Group in 2005
and Ryan Beck in 2007.

Western Region

In August 2007, Stifel began its ambitious expansion efforts on
the West Coast with the hiring of John Lee, Western Region
Director. By the end of 2007, Lee had quickly established

a foothold for the firm in California, opening four offices.

In 2008, the firm continued its rapid pace of expansion in
California with the addition of 11 more offices. 2008 also

saw the opening of Stifel’s first new offices in Arizona, Hawaii,

Oregon, and Washington, for a total of 16 new offices.

/\’05/@/ Mountain Region

Always mindful of seizing opportunities as they become
available, Stifel hired Paul Coffee as Managing Director for its
Rocky Mountain Region.

Coffee comes to Stifel after 34 years at A.G. Edwards/Wachovia
Sccurities, where he was Western Regional Director responsible
for overseeing 70 offices. Ac Stifel, he will be spearheading the

firm’s expansion efforts in Colorado, Arizona, and Utah — states

that have been identified as key areas for strategic growth in 2009.

NET REVENUES

(IN MILLIONS)
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EQUITY CAPITAL MARKETS

INVESTMENT BANKING

'The challenges of 2008 have produced major headwinds in the capital markets that continue into 2009. Stifel’s

Investment Banking Group, however, has withstood those challenges and taken advantage of unique opportunities to

emerge stronger and better positioned to serve its clients’ needs.

The Investment Banking Group consists of 12 industry-focused divisions: Aerospace, Defense & Government

Services; Business Services; Consumer and Retail; Diversified Industrials; Education; Energy and Natural Resources;

NET REVENUES

EQUITY CAPITAL MARKETS
(IN MILLIONS)
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Financial Institutions; Healthcare; Real Estate; Technology;
Telecommunications & Media; and Transportation, as well as

Private Finance and Financial Sponsors Groups.

In 2008, the firm:
*Lead or co-managed 49 public offerings with aggregate proceeds
exceeding $10.2 billion.

*Acted as financial advisor in 51 mergers and acquisitions with

total consideration exceeding $3.2 billion.

oServed as placement agent in 3 transactions, raising $50 million.
g g

The Group added a number of senior bankers during 2008 and
early 2009 and now totals more than 120 investment banking
professionals in 10 offices across the country. This influx of talent
has effectively enhanced the firm’s capabilities and positioned Stifel
for future growth.

+The Aerospace, Defense & Government Services Group welcomed the addition of Tom Murphy, who is primarily

focused on aerospace, defense, and security companies.

*The Energy and Natural Resources Group expanded through the addition of Patrick Keeley, Chris Shebby, Kerry

McKeon, Julien Smythe, James Lee, and six other energy bankers. The group is co-headed by Sandy Stewart and

Chris Shebby. Patrick Keeley serves as Co-Head of Investment Banking and works with other industry groups in

business development, with a particular focus on Rule 144A equity transactions. Kerry McKeon focuses on the

mining and metals sectors, with an emphasis on the coal industry, while Julien Smythe is focusing on growing the

firm’s presence in the Houston market.

+The Financial Institutions Group, led by Co-Head of Investment Banking Rick Maples, added Kent Carstater, Peter

Kapp, and Scott Brewer. Peter Kapp and Kent Carstater serve as senior relationship officers with a primary focus on

the banking sector, while Scott Brewer serves as a senior relationship officer covering the insurance industry.

+The Healthcare Group expanded its resources with the addition of Adam Kohn, who is primarily focused on the

medical devices sector.

*The Technology Group added Doug Brockway, who offers extensive experience and strong relationships in the

technology sector.

*The Financial Sponsors Practice welcomed Group Head Joe Purcell and Robert Kent, who lead the firm’s

commitment to building long-term relationships in the financial sponsor community.



Stifel Transactions Win “Deal of the Year” Awards

Three prominent Stifel transactions which closed in 2008 received recognition from leading trade publications.

$190,000,000 4
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RESEARCH
Stifel continued its investment in Equity Research in 2008, growing the Equity Research Group to 147 professionals providing

coverage of more than 800 equities in 12 industries. Amid layoffs and consolidation on Wall Street, as of March 2009, Stifel
ranked as the third-largest provider of equity research and the largest provider of small cap research in the U.S.

OVERALL COVERAGE SMALL CAP COVERAGE

Company Stocks Company Stocks
J.P. Morgan 1,095 Stifel Nicolaus 463
Barclays Capital 898 J.P. Morgan 415
Stifel Nicolaus 827 Raymond James 400
Bank of America/Merrill Lynch 806 Sidoti & Company LLC 395
UBS 786 Oppenheimer & Co. 369
Citigroup 763 RBC Capital Markets 327
Goldman Sachs 746 Jetferies & Co. 304
Credit Suisse 716 Barclays Capital 276
Raymond James 702 Piper Jaffray 272
Oppenheimer & Co. 656 Bank of America/Merrill Lynch 263

Source: StarMine (4/2/09 report), with small cap representing less than $1 billion.

The Group had another banner year in 2008, earning recognition from the national financial media. Stifel’s Equity Research
Group finished #1 in Stock Picking and #1 in Earnings Estimate Accuracy out of 246 firms in StarMine’s 2008 domestic
rankings. Building upon the momentum from its #1 ranking in earnings estimate accuracy in 2007, Stifel enhanced its record
for high-quality research by earning both #1 rankings in 2008. In compiling these rankings, StarMine employs the same

methodology used in its annual Best Brokerage Analysts Survey, teleased in conjunction with the Financial Times.

In May, Srifel research analysts won a total of 14 awards in the seventh annual FT/StarMine Best Brokerage Analysts Survey,

ranking the firm eighth among more than 235 firms.
Stifel analysts recognized for their stock-picking skill in this year’s survey were:

*Barry Banaister, #1 in the Machinery Industry

*Mark Swartzberg, #1 in the Beverages Industry

sBarry Bannister, #2 in the Construction & Engineering Industry

eJerry Doctrow, #2 in the Real Estate Investment Trusts (REITs) Industry
Anthony Davis, #3 in the Thrifts & Mortgage Finance Industry

*Scott Devitt, #3 in the Internet & Catalog Retail Industry

Kit Spring, #3 in the Media Industry

*QOliver Wood, #3 in the Food Products Industry

In the earnings estimate accuracy category, Jerry Herman and Robert Craig
were recognized as the #10 Overall Estimators out of more than 1,900 analysts.

Other carnings estimate accuracy award winners were:

eSelman Akyol, #1 in the Gas Utilities Industry

eJerry Herman & Robert Craig, #1 in the Diversified Consumer Services Industry

«Thomas Carroll, #2 in the Health Care Providers & Services Industry

sMark Swartzberg, #2 in the Beverages Industry
*Todd Weller, #2 in the Software Industry



That outstanding performance wis followed by more good niews
for Stifel from The Wall Street Journal’s Best on the Street 2008
Analysts Survey in which Stifel ranked fifth out of the 72 firms
that qualified for the survey, up from sixth place in the 2007

survey.

Individual analysts recognized for their stock-picking skill in this

year’s survey were:

*Paul Forward, #1 in Mining & Metals

*Barry Bannister, #2 in Heavy Machinery & Materials

*Oliver Wood, #2 in Food & Tobacco

*Robert Craig and Jerry Herman, #2 in Specialty Retailers &
Services

*Anthony Davis, #3 in Thrifts

*William Loomis, #3 in Internet & Computer Services

*John Baugh, #4 in Home Construction & Furnishings

*Mark Swartzberg, #5 in Beverages

“We are once again very pleased with the performance of our
research department in 2008, commented Hugh Warns, Director
of Research at Stifel Nicolaus. “Stifel has ranked among the top
20 out of more than 200 firms in the FT/StarMine survey in

each of the last five years, with three top 10 finishes in that span.

Our top five ranking in 7he Wall Street Journal’s survey continues

a trend of superior performance as well. ‘According to our
calculations, Stifel Nicolaus is the only firm which has ranked in
the top 12 in each of the last five annual surveys (including Legg
Mason research acquired by Stifel on December 1, 2005). We
are extremely proud that we have consistently identified money-

making ideas in a variety of market conditions for our clients.”

STIFEL RESEARCH UNIVERSE
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INSTITUTIONAL EQUITY SALES & TRADING

Led by Tom Mulroy, the Institutional Equity Sales & Trading Group has developed a sustainable business model focused on providing high-

quality, differentiated research and offering institutional investors research-driven equity products with a dedication to value and service.

Consisting of more than 160 talented and experienced individuals, the Group’s team of salespeople and traders works closely with Stifel’s

research analysts to provide timely dissemination of information to clients worldwide from eight offices in North America and Europe.

Amid the market turmoil that has caused many of the industry’s large institutional firms to fall by the wayside, Stifel has built its institutional

equities business into a growing force. Stifel’s steady, conservative business model has proven to be an asset, as institutional investors seek a

stable, reliable counterparty.

Stifel has also been afforded the opportunity, through its consistent revenue and carnings growth, to continue to invest in the quality of

its associates. The current environment has enabled Stifel to attract individuals who can make significant contributions to the Company’s

success, across all areas of the firm, including in Institutional Equity Sales & Trading.



PUBLIC FINANCE
Tn 2008, the Public Finance Group served a3 sole, senior, or cox
manager on 85 deals worth a total of $3.2 billion.

Under the leadership of Steve Bell and Peter Czajkowski, Stifel
Nicolaus expanded its Public Finance practice, adding over 20
professionals and broadening the scope of analytical services
available to its clients. During 2008 and early 2009, the Group
renewed its commitment to municipal finance by adding a team
of cight new professionals to its St. Louis-based public finance
team as well as six new public finance offices located in Chicago,
Ilinois; Cleveland, Ohio; Columbus, Ohio; Lansing, Michigan;
New York, New York; and San Antonio, Texas. The firm now has

a total of 60 Public Finance professionals in 14 offices nationwide.
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Denver Public Finance Earns Top Ran%ings

Stifel’s accomplishments have not gone unnoticed within the
public finance industry. According to ratings service Thomson
Financial, Stifel’s Denver Public Finance office earned #1 rankings

for its involvement in two prominent deals:

Colorado Higher Education Long-Term Municipal New Issues
(equal credit to each co-manager)

Par Amount — $115.4 million

Market Share - 21.9

Colorado $10 Million and Under Long-Term Municipal New Issues
(full credit to book manager, equal if joint)

Par Amount — $74.5 million

Market Share — 20.0

4




~ INSTITUTIONAL FIXED INCOME SALES, TRADING & STRATEGIES

Stifel’s Institutional Fixed Income Sales, Trading & Strategies
Group offers institutional clients a comprehensive combination of
fixed income products and services, including expertise in trading,

research, and banking,

In 2008, the Group opened 3 new offices (bringing the total
number of offices to 29 in 21 states) and added 17 new
institutional salespeople, for a total fixed income distribution force
of 99 seasoned professionals. The expansive trading and strategies
platform is comprised of 42 experienced traders, strategists,

and analysts, providing a key foundation for the more than 200

professionals in the Fixed Income Capital Markets Group.

In 2008, the Group:
*Transacted over $120 billion in client fixed income
trade flow, including mortgages (residential and
commercial), governments and agencies, alternative spread
product, asset-backed securities, corporates, municipals,

and preferreds.
*Established over 450 new client product relationships.

*Serviced over 1,400 active institutional clients nationwide,

including money managers, financial institutions,

NET REVENUES

FIXED INCOME CAPITAL MARKETS 175
(IN MILLIONS)
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insurance companies, trust companies; pension funds,
municipalities, hedge funds, and corporations in 8,300

different institutional accounts.

*Continued to grow its trading platform, adding new or
additional capabilities in alternative structured products,
residential mortgages, credit securities, and liability
products, including structured repo, CD issuance, and

whole loan trading.

*Expanded the breadch of its Research and Strategies
Group to provide clients with targeted total return
approaches as well as alternative funding strategies

for financial institutions.




Stifel clients have access to two investment advisory groups led by some of the most prominent investment managers in the industry:

Washington Crossing Advisors, led by Joe Battipaglia, and EquiryCompass Strategies, led by Richard Cripps.
Washington Crossing Advisors

Washington Crossing Advisors offers fee-based investment advisory services via the Stifel Core Portfolios Program (S

CORE). 'The Washington
Crossing Advisors group is led by Chief Investment Officer Joseph V. Battipaglia and Portfolio Managers Kevin R. Caron and Chad A.
Morganlander. Collectively, the group has over 50 years of combined investment experience as research analysts, strategists, and portfolio

managers, and the team has worked together successfully to help investors build wealth for over 15 years.

Washington Crossing Advisors believes in viewing markets from the “top down” for tactical asset allocation portfolios as well as using “bottom-
up” approaches for equity investing. By combining both approaches in their daily practice, they strive to gain a broader perspective on what is

driving financial markets.

Washington Crossing Advisors uses disciplined, time-tested approaches to wealth management through two strategy platforms: the
CONQUEST Global Tactical Asset Allocation Strategy and the VICTORY All-Capitalization Value Equity Strategy.
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EquityCompass Strategies

EquityCompass Strategies is a research and investment advisory unit of Choice Financial Partners, a wholly owned subsidiary and affiliated
SEC Registered Investment Advisor of Stifel Financial Corp., and provides fee-based investment advisory services to Stifel’s Private Client
Group and institutional investors through the SJCORE Program. Led by Chief Investment Officer Richard Cripps, EquityCompass has
worked closely with the financial advisor community for close to a decade, providing investment advice, financial market commentary, and
stock opinions — summarized in its monthly publication, Update & Review — as well as tools for stock selection and portfolio management.
"The group currenty has over 8,000 U.S. and international stocks under coverage and publishes seven style-specific model portfolios and six

stock selection lists based in alternative strategies.

The EquityCompass investment philosophy is based on the belief that the key to achieving consistent superior investment performance that
withstands volatile market conditions is an investment process which relies on tested analysis, sound investment principles, and disciplined
decision-making. The investment process employs a series of proprietary, but fully transparent, quantitative models that incorporate insights
on relative valuation, level and direction of expectations, investor over/underreaction, and shareholder value creation for stock selection and

portfolio management.




Stifel Bank & Trust offers banking services to private and
corporate clients. This broader range of services gives a-unique
competitive edge to Stifel Nicolaus  Financial Advisors in today’s
marketplace, enabling them to'meet additional financial needs of

their clients.

The benefit of Stifel Bank is two-fold. Stifel Bank assists the

firm by providing highly competitive lending products to Stifel
Nicolaus clients and enables the firm to better utilize private client
cash balances. Stifel Bank’s strength in lending includes mortgage

and collateralized securities lending.

Responding to the credit crisis, Stifel Banlk implemented a
conservative approach to loan growth in step with this new

€C()Il()lny,
Mortgage Lending

Mortgage originations for Stifel Bank 2008 were up nearly ten-
fold over 2007, fueled by the addition of fourteen lenders and
their support teams. Stifel Bank recruited top mortgage bankers
in the Midwest to service the needs of Stifel Nicolaus clients
across the country, as well as their own client base. The banking
operations team was hand-chosen to provide the technology and

resources to quickly implement this growth strategy.

The mortgage program is focused on quality, originating loans
primarily to be sold on the secondary market. “Some low risk
loans and home equity lines of credit with high level qualifying
criteria are selected to be retained in the bank’s loan portfolio,”

according to Chris Reichert, President of Stifel Bank.

The year began and ended strong, with high volume in morrgage
L « » .
originations. The summer “purchase season” was relatively slow,
mirroring the decline in purchase transactions and short-lived
rise in mortgage rates. The current historical low interest rate
environment will continue to fuel strong growth in mortgage

lending throughout the coming year.

Pledged-Asset Lending

Stifel Bank originated Stifel Pledged Asser (SPA) Account loans
and lines of credit of $67 million in 2008. The SPA Account
represents a very convenient source of liquidity, enabling the
client’s investment portfolio strategy to remain intact when cash
flow needs arise for large purchases, business growth, or other
obligations. SPA Accounts utilize a client’s eligible non-margined
securities held at Stifel Nicolaus as collateral. The SPAs exhibit

a very low risk profile, and the rates correlate with the bank’s
primary funding source of floating rate insured deposits from the

firm’s clients.
Commercial Lending

In 2008, Stifel Bank focused on maintaining a high level of quality
and customer service in commercial lending. The addition of
technology, staffing, and expertise allowed the commercial lending
team to selectively add new loans, implement a more hands-on
approach to the loan renewal process, and carefully monitor its

$120 million commercial loan portfolio.
Banking

Stifel Bank has taken on a more visible role for core deposit
opportunities. The FDIC's deposit coverage increase and Stifel
Bank’s introduction of CDARS, offering coverage up to $100
million, allow Stifel Bank to provide extensive FDIC coverage to

high net worth clients.

Working with the Financial Advisors at Stifel Nicolaus has
provided an opportunity to the bank staff to provide additional
niche services to assist the Financial Advisors in meeting the
changing needs of their client base. The Stifel Bank operation is
scalable and poised to grow with the firm.



2008 was an exciting year for the Stifel pladform. While the
markets were certainly challenging, the Technology & Operations
team focused on strengthening Stifel’s capabilities, service, and
expertise. As the Company added talented associates to the Private
Client Group, the Equity and Fixed Income Capital Markets
Groups, and Stifel Bank & Trust, most of the key support areas,
including Operations, Information Technology, Compliance, and
Risk Management, also added to their respective teams. During
the year, these areas completed numerous projects and prepared to
continue to meet the challenge in the year ahead. The platform

is stronger than ever, updated with leading-edge technology and
staffed and led by exceprional individuals.

In 2008, the Information Technology Group continued to build
out Stifel’s network infrastructure and upgraded numerous data
center capabilities. These investments added reliability and
redundancy to applications, ranging from simple file storage, data
backup, and e-mail processing to sophisticated equity and fixed
income trading and order routing systems. Over the year, the
team upgraded several key business software applications to ensure
that Stifel has the latest technology in place. The Company’s
electronic trading systems can now access more marketplaces than
ever, ensuring best execution and product access. And finally,
because Stifel embraces a high-touch support philosophy for
associates, the Information Technology Group added significant
depth to the team of professionals who confidently assist fellow
Stifel team members to ensure the Company continues to leverage

its technology.

On the Operations front, almost every discipline also added to
their respective teams to stay ahead of the growth of the Company.
And, in addition to adding new skilled operations associates
during 2008, Stifel also implemented enhanced procedures and
systems to streamline processing and improve communication
between the front and back office. Effores are still underway

to continue improving automation and to reduce paperwork
and processes to enhance and expedite the service experience.
Fortunately, the team of professionals leading Stifel’s efforts

to improve the operational platform has tremendous industry
knowledge and the energy and vision it will take to revamp how

the Company approaches business operations.

Looking forward, the Technology & Operations team has a great
deal planned for the coming year. Many of the Company’s client-
facing systems are undergoing upgrades. New account features
that will further bridge the bank’s capabilities to investment
accounts are in the final stage of deployment. Stifel is embracing
virtualization capabilities across the Information Technology
organization. Compliance and Risk Management are evaluating
the latest surveillance tools. Exciting plans are in place for
improved remote access to all of Stifel’s systems. And, at the

time of this publication, the Technology & Operations team had
already completed a significant conversion to add the Butler Wick
accounts, branches, and associates to the Company. Likewise,
plans are well underway to effect another significant conversion

later in the year to add UBS branches.

While challenging, it is these very growth opportunities that have
brought rogether the platform areas of Stifel in the past. The

Technology & Operations team is confidently looking forward to
the challenge and continuing to make Stifel’s support areas among

the best in the industry.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-K and the information incorporated by reference in this Form 10-K contain certain forward-looking statements.
Statements that are not historical or current facts, including statements about beliefs and expectations, are forward-looking state-
ments. These forward looking statements include, among other things, statements other than historical information or statements
of current condition and may relate to our future plans, objectives, and results, and also may include our belief regarding the effect
of various legal proceedings, as set forth under “Legal Proceedings” in Part I, Item 3 of this Form 10-K. Forward-looking state-
ments involve inherent risks and uncertainties, and important factors could cause actual results to differ materially from those
anticipated, including those factors discussed below under “Risk Factors” in Item 1A, as well as those factors discussed under
“External Factors Impacting Our Business” included in “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” in Part II, Item 7 of this Form 10-K.

Because of these and other uncertainties, our actual future results may be materially different from the results indicated by these
forward-looking statements. In addition, our past results of operations do not necessarily indicate our future results. Forward-looking
statements speak only as of the date they are made, and we undertake no obligation to update them in light of new information or
future events, unless we are obligated to do so under federal securities laws.

PART |
ITEM 1. BUSINESS

Stifel Financial Corp. is a Delaware corporation and a financial services holding company headquartered in St. Louis. We were
organized in 1983. Our principal subsidiary is Stifel, Nicolaus & Company, Incorporated (“Stifel Nicolaus™), a full-service retail
and institutional brokerage and investment banking firm. Stifel Nicolaus is the successor to a partnership founded in 1890.
Our other subsidiaries include Century Securities Associates, Inc. (“CSA”), an independent contractor broker-dealer firm, Stifel
Nicolaus Limited (“SN Ltd”), our international subsidiary, Butler Wick & Company, Inc. (“Butler Wick”), a broker-dealer firm
acquired on December 31, 2008, and Stifel Bank & Trust (“Stifel Bank”), a retail and commercial bank. Unless the context
requires otherwise, the terms “our company,” “we,” and “our” as used herein refer to Stifel Financial Corp. and its subsidiaries.

With our century-old operating history, we have built a diversified business serving private clients, institutional investors, and
investment banking clients located across the country. Our principal activities are:

* Private client services, including securities transaction and financial planning services;

* Institutional equity and fixed income sales, trading, and research, and municipal finance;

* Investment banking services, including mergers and acquisitions, public offerings, and private placements; and
* Rerail and commercial banking, including personal and commercial lending programs.

Our core philosophy is based upon a tradition of trust, understanding, and studied advice. We attract and retain experienced pro-
fessionals by fostering a culture of entrepreneurial, long-term thinking. We provide our private, institutional, and corporate clients
quality, personalized service, with the theory that if we place clients’ needs first, both our clients and our company will prosper.

. Our unwavering client and employee focus have earned us a repuration as one of the leading brokerage and investment banking

firms off Wall Street.

We have grown our business both organically and through opportunistic acquisitions. Over the past several years, we have grown
substantially, primarily by completing and successfully integrating a number of acquisitions, including our acquisition of the
capital markets business of Legg Mason (“LM Capital Markets”) from Citigroup in December 2005 and the following more recent
acquisitions:

* Miller Johnson Steichen Kinnard, Inc. (“MJSK”) — On December 5, 2006, we closed on the acquisition of the private client
business and certain assets and limited liabilities of MJSK, a privately held broker-dealer. The acquisition was completed to
further grow our company’s private client business, particularly in the state of Minnesota.

* Ryan Beck Holdings, Inc. (“Ryan Beck”) and its wholly owned broker-dealer subsidiary, Ryan Beck & Company, Inc. —
On February 28, 2007, we closed on the acquisition of Ryan Beck, a full-service brokerage and investment banking firm with
a strong private client focus, from BankAtlantic Bancorp, Inc. The acquisition was made because the combination of Stifel
Nicolaus and Ryan Beck represented a good strategic fit between two well established regional broker-dealers that share similar
business models and cultures.

* First Service Financial Company (“First Service”) and its wholly owned subsidiary, FirstService Bank — On April 2, 2007,
we completed our acquisition of First Service, and its wholly owned subsidiary FirstService Bank, a St. Louis-based Missouri
commercial bank, by means of the merger of First Service with and into FSFC Acquisition Co. (“AcquisitionCo”), a Missouri
corporation and wholly owned subsidiary of Stifel Financial Corp., with AcquisitionCo surviving the merger. Upon consum-
mation of the merger, we became a bank holding company and a “financial holding company,” subject to the supervision and
regulation of The Board of Governors of the Federal Reserve System. Also, FirstService Bank has converted its charter from a
Missouri bank to a Missouri trust company and changed its name to “Stifel Bank & Trust.”

* Butler Wick & Company, Inc. — On December 31, 2008, we closed on the acquisition of Butler Wick, a privately held broker-
dealer who provides financial advice to individuals, municipalities, and corporate clients. Butler Wick was headquartered in
Youngstown, Ohio, and, as of December 31, 2008, employed 175 employees, including 75 financial advisors, in 18 private
client branch offices throughout the Ohio Valley region.
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Business Segments

We operate in the following segments: Private Client Group, Equity Capital Markets, Fixed Income Capital Markets, Stifel Bank,
and Other. We added the Stifel Bank segment in connection with our April 2007 acquisition of First Service, through which we
conduct retail and commercial banking operations under the brand Stifel Bank & Trust. Financial information of our segments for
each of the three years ended December 31, 2008, 2007, and 2006 is included in the consolidated financial statements and notes
thereto, with the exception of our Stifel Bank segment, which includes financial information commencing from the date of acqui-
sition of Stifel Bank on April 2, 2007.

Narrative Description of Business

As of December 31, 2008, we employed 3,371 individuals, including 1,142 financial advisors. In addition, 173 financial advisors
were affiliated with CSA as independent contractors. As of December 31, 2008, through our broker-dealer subsidiaries, we provide
securities-related financial services to approximately 674,000 client accounts to customers throughout the United States and Europe.
Our customers include individuals, corporations, municipalities, and institutions. Although we have customers throughout the
United States, our major geographic area of concentration is in the Midwest and Mid-Atlantic regions, with a growing presence

in the Northeast, Southeast, and Western United States. No single client accounts for a material percentage of any segment of our
business. Although we do not engage in any significant proprietary trading for our own account, the inventory of securities held to
facilitate customer trades and our market-making activities are sensitive to market movements. Our inventory, which we believe is
of modest size and intended to turn over quickly, exists to facilitate order flow and support the investment strategies of our clients.
Furthermore, our balance sheet is highly liquid, without material holdings of securities that are difficult to value or remarket. We
believe that our broad platform, fee-based revenues, and strong distribution network position us well to take advantage of current
trends within the financial services sector.

PRIVATE CLIENT GROUP

We provide securities transaction, brokerage, and investment services to our clients through the consolidated Stifel Nicolaus branch
system and through CSA, our wholly owned independent contractor subsidiary. We have made significant investments in person-
nel and technology to grow the Private Client Group over the past ten years. At December 31, 2008, the Private Client Group, with
a concentration in the Midwest and Mid-Atlantic regions and a growing presence in the Northeast, Southeast, and Western United
States, had a network of 1,315 financial advisors, consisting of 1,142 employees located in 196 branch offices in 35 states and the
District of Columbia and 173 independent contractors.

Consolidated Stifel Nicolaus Branch System

Our financial advisors provide a broad range of investments and services, including financial planning services to our clients. We offer
equity securities, taxable and tax-exempt fixed income securities, including municipal, corporate, and government agency securities,
preferred stock, and unit investment trusts. We also offer a broad range of externally managed fee-based products. In addition, we
offer insurance and annuity products and investment company shares through agreements with numerous third-party distriburors. We
encourage our financial advisors to pursue the products and services they feel most comfortable recommending, rather than emphasiz-
ing proprietary products. Our private clients may choose from a traditional, commission-based structure or fee-based money manage-
ment programs. In most cases, commissions are charged for sales of investment products to clients based on an established commission
schedule. In certain cases, varying discounts may be given based on relevant client or trade factors determined by the financial advisor.

CSA Private Client
At December 31, 2008, CSA had affiliations with 173 independent contractors in 146 branch offices in 29 states. CSA's independent

contractors provide the same types of financial products and services to its private clients as does Stifel Nicolaus. Under their con-
tractual arrangements, these independent contractors may also provide accounting services, real estate brokerage, insurance, or other
business activities for their own account. However, all securities transactions must be transacted through CSA. Independent contrac-
tors are responsible for all of their direct costs and are paid a larger percentage of commissions to compensate them for their added
expenses. CSA is an introducing broker-dealer and, as such, clears its transactions through Stifel Nicolaus.

Customer Financing

Client securities transactions are effected on either a cash or margin basis. The customer deposits less than the full cost of the
security when securities are purchased on a margin basis. We make a loan for the balance of the purchase price. Such loans are
collateralized by the securities purchased. The amounts of the loans are subject to the margin requirements of Regulation T of the
Board of Governors of the Federal Reserve System, Financial Industry Regulatory Authority (“FINRA”) margin requirements, and
our internal policies, which usually are more restrictive than Regulation T or FINRA requirements. In permitting customers to
purchase securities on margin, we are subject to the risk of a market decline, which could reduce the value of our collateral below
the amount of the customers” indebtedness.

EQUITY CAPITAL MARKETS

The Equity Capital Markets segment includes research, institutional sales and trading, investment banking, and syndicate, and
consisted of 509 employees at December 31, 2008.

Research

Our research department consisted of 150 analysts and support associates who publish research across multiple industry groups and
. . p . . . . y . . . P . . p y g p
provide our clients with timely, insightful, and actionable research, aimed at improving investment performance.
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Institutional Sales and Trading

Our equity sales and trading team distributes our proprictary equity research products and communicates our investment recom-
mendations to our client base of institutional investors, executes equity trades, sells the securities of companies for which we act

as an underwriter, and makes a market in over 1,100 domestic securities at December 31, 2008. In our various sales and trading
activities, we take a focused approach on servicing our clients as opposed to proprietary trading for our own account. Located in
seven cities and the District of Columbia in the United States as well as Geneva, London, and Madrid, our equity sales and trading
team, consisting of 184 professionals and support professionals and associates, services approximately 1,400 clients globally.

Investment Banking

Our investment banking activities include the provision of financial advisory services principally with respect to mergers and
acquisitions, and the execution of public offerings and private placements of debt and equity securities. The investment banking
group, consisting of 169 professionals and support associates, focuses on middle market companies as well as on larger companies
in targeted industries where we have particular expertise, which include real estate, financial services, healthcare, aerospace/defense
and government services, teleccommunications, transportation, energy, business services, consumer services, industrial, technology,
and education.

Syndicate

Our syndicate department, which consists of six origination and execution professionals and support associates, coordinates market-
ing, distribution, pricing, and stabilization of our managed equity and debr offerings. In addition, the department coordinates our
underwriting participations and selling group opportunities managed by other investment banking firms.

FIXED INCOME CAPITAL MARKETS

Our Fixed Income Capital Markets group included 244 professionals and support associates at December 31, 2008, in institu-
tional sales and trading and public finance, providing service to approximately 1,400 institutional clients.

Institutional Sales and Trading

The institutional sales and trading group consists of 177 professionals and support associates and is comprised of taxable and
tax-exempt sales departments. Our institutional sales and trading group executes trades in both tax-exempt and taxable products,
with diversification across municipal, corporate, government agency, and mortgage-backed securities. Our fixed income inventory
is maintained primarily to facilitate order flow and support the investment strategies of our institutional fixed income clients, as
opposed to seeking trading profits through proprietary trading.

Public Finance

Our public finance group acts as an underwriter and dealer in bonds issued by states, cities, and other political subdivisions and
acts as manager or participant in offerings managed by other firms. The public finance group consists of 67 professionals and
support associates.

STIFEL BANK

In April 2007, we completed the acquisition of First Service, a St. Louis-based full-service bank, which now operates as Stifel Bank
& Trust and is reported in the Stifel Bank segment. Since the closing of the bank acquisition, we have grown retail and commercial
bank assets by 148% to $361.4 million at December 31, 2008. Through Stifel Bank, we offer retail and commercial banking
services to private and corporate clients, including personal loan programs such as fixed and variable mortgage loans, home equity
lines of credit, personal loans, loans secured by CDs or savings, automobile loans, and securities-based loans, as well as commercial
lending programs such as small business loans, commercial real estate loans, lines of credit, credit cards, term loans, and inventory
and receivables financing, in addition to other banking products. We believe this acquisition will not only help us serve our private
clients more effectively by offering them a broader range of services, but will also enable us to better utilize our private client
cash balances.

OTHER SEGMENT

The Other segment includes interest income from stock borrow activities, unallocated interest expense, interest income and gains
and losses on investments held, and all unallocated overhead cost associated with the execution of orders; processing of securities
transactions; custody of client securities; receipt, identification, and delivery of funds and securities; compliance with regulatory
and legal requirements; internal financial accounting and controls; acquisition charges related to the LM Capital Markets and
Ryan Beck acquisitions; and general administration. At December 31, 2008, we employed 446 persons in this segment.

BUSINESS CONTINUITY

We have developed a business continuity plan that is designed to permit continued operation of business-critical functions in the
event of disruptions to our St. Louis, Missouri headquarters facility. Several critical business applications are supported by our out-
side vendors who maintain backup capabilities. We periodically participate in testing these backup facilities. Likewise, the business
functions that we run internally can be supported without the St. Louis headquarters, either through our redundant computer
capacities in our Jersey City, New Jersey, and Baltimore, Maryland locations, or from our branch locations that can connect to our
third-party securities processing vendor through its primary or redundant facilities. Systems have been designed so that we can
route all mission-critical processing activity either through Jersey City or Baltimore to alternate locations which can be staffed with
relocated personnel as appropriate.
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GROWTH STRATEGY

We believe our plans for growth will allow us to increase our revenues and to expand our role with clients as a valued partner.
In executing our growth strategy, we take advantage of the consolidation among middle market firms, which we believe provides
us opportunities in our private client and capital markets businesses. We intend to pursue the following strategies:

o Further expand our private client footprint in the U.S. We have expanded the number of our private client branches from 39 as of
December 31, 1997 to 196 as of December 31, 2008, and our branch-based financial advisors from 262 to 1,142 over the same
period. Through organic growth and acquisitions, we currently have a strong footprint nationally, concentrated in the Midwest
and Mid-Atlantic regions, with a growing presence in the Northeast, Southeast, and Western United States. Over time, we plan to
further expand our domestic private client footprint. We plan on achieving this through recruiting experienced financial advisors
with established client relationships and continuing to selectively consider acquisition opportunities as they may arise.

o Further expand our institutional equity business both domestically and internationally. Our institutional equity business is buile
upon the premise that high-quality fundamental research is not a commodity. The growth of our business over the last 10 years
has been fueled by the effective partnership of our highly rated research and institutional sales and trading teams. Several years
ago, we identified an opportunity to expand our research capabilities by taking advantage of market disruptions and the long-
term impact of the global settlement on Wall Street research. As a result, we have grown from 43 analysts covering 513 compa-
nies in 2005 to 62 analysts covering 800 companies at December 31, 2008. In addition, as of December 31, 2008, our research
department was ranked the fourth largest research department, as measured by domestic equities under coverage, by StarMine.
Our goal is to further monetize our research platform by adding additional institutional sales and trading teams and by placing
a greater emphasis on client management.

o Grow our investment banking business. By leveraging our industry expertise, our product knowledge, our research platform, our
capital markets strength, our middle market focus, and our private client network, we intend to grow our investment banking
business. Our unique position as a middle market-focused investment bank with broad-based and respected research will allow
us to take advantage of opportunities in the middle market and continue to align our investment banking coverage with our
research footprint.

o Focus on asset generation within our Stifel Bank operations and offer retail and commercial banking services to our clients. We believe
the addition of Stifel Bank banking services strengthens our existing client relationships and helps us recruit financial advisors
seeking to provide a full range of services to their private clients. We intend to increase the sale of banking products and services
to our private and corporate clients.

* Approach acquisition opportunities with discipline. Over the course of our operating history, we have demonstrated our ability to
identify, effect, and integrate attractive acquisition opportunities. We believe the current environment and market dislocation
will provide us with the ability to thoughtfully consider acquisitions on an opportunistic basis.

COMPETITION

We compete with other securities firms, some of which offer their customers a broader range of brokerage services, have substan-
tially greater resources, and may have greater operating efficiencies. In addition, we face increasing competition from other finan-
cial institutions, such as commercial banks, online service providers, and other companies offering financial services. The Financial
Modernization Act, signed into law in late 1999, lifted restrictions on banks and insurance companies, permitting them to provide
financial services once dominated by securities firms. In addition, recent consolidation in the financial services industry may lead
to increased competition from larger, more diversified organizations.

Wee rely on the expertise acquired in our market area over our 118-year history, our personnel, and our equity capital to operate in
the competitive environment.

REGULATION

The securities industry in the United States is subject to extensive regulation under federal and state laws. The Securities and
Exchange Commission (“SEC”) is the federal agency charged with the administration of the federal securities laws. Much of the
regulation of broker-dealers, however, has been delegated to self-regulatory organizations (“SRO?), principally FINRA, the
Municipal Securities Rulemaking Board, and securities exchanges. SROs adopt rules (which are subject to approval by the SEC)
that govern the industry and conduct periodic examinations of member broker-dealers. Securities firms are also subject to regulation
by state securities commissions in the states in which they are registered.

As a result of federal and state registration and SRO memberships, broker-dealers are subject to overlapping schemes of regulation
which cover all aspects of their securities businesses. Such regulations cover matters including capital requirementS' uses and safe-
keeping of clients’ funds; conduct of directors, officers, and employees recordkeeping and reporting requirements; supervisory and
organizational procedures intended to assure compliance with securities laws and to prevent 1mproper trading on material non-
public information; employee-related matters, including qualification and licensing of supervisory and sales personnel; limitations
on extensions of credit in securities transactions; clearance and settlement procedures; requirements for the registration, underwrit-
ing, sale, and distribution of securities; and rules of the SROs designed to promote high standards of commercial honor and just
and equitable principles of trade. A particular focus of the applicable regulations concerns the relationship between broker-dealers
and their customers. As a result, many aspects of the broker-dealer customer relationship are subject to regulation, including, in
some instances, “suitability” determinations as to certain customer transactions, limitations on the amounts that may be charged to
customers, timing of proprietary trading in relation to customers’ trades, and disclosures to customers.
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Additional legislation, changes in rules promulgated by the SEC and by SROs, and changes in the interpretation or enforcement
of existing laws and rules often directly affect the method of operation and profitability of broker-dealers. The SEC and the SROs
conduct regular examinations of our broker-dealer subsidiaries and also initiate targeted and other specific inquiries from time to
time, which generally include the investigation of issues involving substantial portions of the securities industry. The SEC and the
SROs may determine to take no formal action in certain matters. The SEC and the SROs may conduct administrative proceed-
ings, which can result in censures, fines, suspension, or expulsion of a broker-dealer, its officers, or employees. The principal
purpose of regulation and discipline of broker-dealers is the protection of customers and the securities markets rather than the
protection of creditors and stockholders of broker-dealers.

As broker-dealers, Stifel Nicolaus, Butler Wick, and CSA are subject to the Uniform Net Capital Rule (Rule 15¢3-1) promulgated
by the SEC. The Uniform Net Capital Rule is designed to measure the general financial integrity and liquidity of a broker-dealer
and the minimum net capital deemed necessary to meet the broker-dealer’s continuing commitments to its customers and other
broker-dealers. Broker-dealers may be prohibited from expanding their business and declaring cash dividends. A broker-dealer that
fails to comply with the Uniform Net Capital Rule may be subject to disciplinary actions by the SEC and SROs, such as FINRA,
including censures, fines, suspension, or expulsion. Stifel Nicolaus and Butler Wick have chosen to calculate their net capital under
the alternative method, which prescribes that their net capital shall not be less than the greater of $1.0 million and two hundred
and fifty thousand dollars, respectively, or two percent of aggregate debit balances (primarily receivables from customers and
broker-dealers) computed in accordance with the SEC’s Customer Protection Rule (Rule 15¢3-3). CSA calculates its net capital
under the aggregate indebtedness method, whereby its aggregate indebtedness may not be greater than fifteen times its net capital
(as defined). Both methods allow broker-dealers to increase their commitments to customers only to the extent their net capital

is deemed adequate to support an increase. Our international subsidiary, SN Ltd, is subject to the regulatory supervision and
requirements of the Financial Services Authority (“FSA”) in the United Kingdom. See the section entitled “Liquidity and Capital
Resources” of Item 7 of this report regarding our minimum net capital requirements.

Our company, as a bank and financial holding company, and Stifel Bank are subject to various regulatory capital requirements
administered by state and federal banking authorities. 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 company’s
and Stifel Bank’s financial statements. Under capital adequacy guidelines and the regulatory framework for prompt corrective
action, our company and Stifel Bank must meet specific capital guidelines that involve quantitative measures of assets, liabilities,
and certain off-balance-sheet items as calculated under regulatory accounting practices. Our company’s and Stifel Bank’s capital
amounts and classification are also subject to qualitative judgments by the regulators about components, risk weightings, and other
factors. Quantitative measures established by regulation to ensure capital adequacy require our company and Stifel Bank to maintain
minimum amounts and ratios of total and Tier 1 capital (as defined in the regulations) to risk-weighted assets (as defined), and
Tier 1 capital (as defined) to average assets (as defined).

The statistical disclosures required to be made by a bank holding company are included in Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” of this report.

As a public company whose common stock is listed on the New York Stock Exchange (“NYSE”) and the Chicago Stock Exchange
(“CHX”), we are subject to corporate governance requirements established by the SEC, NYSE, and CHX, as well as federal and
state law. Under the Sarbanes-Oxley Act of 2002 (the “Act”), we are required to meet certain requirements regarding business
dealings with members of the Board of Directors, the structure of our Audit Committee, ethical standards for our senior financial
officers, implementation of an internal control structure and procedures for financial reporting, and additional responsibilities
regarding financial statements for our Chief Executive Officer and Chief Financial Officer and their assessment of our internal
controls over financial reporting. Compliance with all aspects of the Act, particularly the provisions related to management’s assess-
ment of internal controls, has imposed additional costs on our company, reflecting internal staff and management time, as well as
additional audir fees since the Act went into effect.

EXECUTIVE OFFICERS OF THE REGISTRANT

Name Age Positions or Offices With the Company and Stifel Nicolaus
Ronald J. Kruszewski 50 Chairman of the Board of Directors, President, and Chief Executive Officer of the Company

and Chairman of the Board of Directors and Chief Executive Officer of Stifel Nicolaus
Scott B. McCuaig 59 Senior Vice President and Director of the Company and

President, Co-Chief Operating Officer, and Director of Stifel Nicolaus

James M. Zemlyak 49 Senior Vice President, Chief Financial Officer, and Treasurer of the Company and

Executive Vice President, Co-Chief Operating Officer, and Director of Stifel Nicolaus
Richard J. Himelfarb 67 Senior Vice President and Director of the Company and

Executive Vice President, Director of Investment Banking, and Director of Stifel Nicolaus
David M. Minnick 52 Senior Vice President and General Counsel of the Company and Stifel Nicolaus
Thomas P. Mulroy 47 Senior Vice President and Director of the Company and
Executive Vice President, Director of Equity Capital Markets, and Director of Stifel Nicolaus
Ben A. Plotkin 53 Vice Chairman, Senior Vice President, and Director of the Company and
Executive Vice President of Stifel Nicolaus

David D. Sliney 39 Senior Vice President of the Company and Senior Vice President and Director of Stifel Nicolaus
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Ronald . Kruszewski has been President and Chief Executive Officer of our company and Stifel Nicolaus since September 1997
and Chairman of the Board of Directors of our company and Stifel Nicolaus since April 2001. Prior thereto, Mr. Kruszewski
served as Managing Director and Chief Financial Officer of Baird Financial Corporation and Managing Director of Robert W.
Baird & Co. Incorporated, a securities broker-dealer firm, from 1993 to September 1997. Mr. Kruszewski has been a Director
since September 1997.

Scott B. McCuaig has been Senior Vice President and President of the Private Client Group and Stifel Nicolaus and Director of
Stifel Nicolaus since January 1998 and President and Co-Chief Operating Ofhcer of Stifel Nicolaus since August 2002. Prior
thereto, Mr. McCuaig served as Managing Director, head of marketing, and regional sales manager of Robert W. Baird & Co.
Incorporated from June 1988 to January 1998. Mr. McCuaig has been a Director since April 2001.

James M. Zemlyak joined Stifel Nicolaus in February 1999. Mr. Zemlyak has been our Senior Vice President, Chief Financial
Officer, and Treasurer and a member of the Board of Directors of Stifel Nicolaus since February 1999, Co-Chief Operating Officer
of Stifel Nicolaus since August 2002, and Executive Vice President of Stifel Nicolaus since December 1, 2005. Mr. Zemlyak also
served as Chief Financial Officer of Stifel Nicolaus from February 1999 to October 2006. Prior to joining our company, Mr.
Zemlyak served as Managing Director and Chief Financial Officer of Baird Financial Corporation from 1997 to 1999 and Senior
Vice President and Chief Financial Officer of Robert W. Baird & Co. Incorporated from 1994 to 1999.

Richard ]. Himelfarb has served as Senior Vice President and Director of our company and Executive Vice President, Director of
Investment Banking, and Director of Stifel Nicolaus since December 2005. He is responsible for supervising our corporate finance
investment banking activities. Prior to joining our company, Mr. Himelfarb served as a director of Legg Mason, Inc. from November
1983 and Legg Mason Wood Walker, Inc. from January 2005. Mr. Himelfarb was elected Executive Vice President of Legg Mason
and Legg Mason Wood Walker, Inc. in July 1995, having previously served as Senior Vice President from November 1983.

David M. Minnick has served as Senior Vice President and General Counsel of our company and Stifel Nicolaus since October
2004. Prior thereto, Mr. Minnick served as Vice President and Counsel for A.G. Edwards & Sons, Inc. from August 2002 through
October 2004, Senior Regional Actorney for NASD Regulation, Inc. from November 2000 through July 2002, as an attorney in
private law practice from September 1998 through November 2000, and as General Counsel and Managing Director of Morgan
Keegan & Company, Inc. from October 1990 through August 1998.

Thomas P Mulroy has served as Senior Vice President and Director of our company and Executive Vice President, Director of
Equity Capital Markets, and Director of Stifel Nicolaus since December 2005. Mr. Mulroy has responsibility for institutional
equity sales, trading, and research. Prior to joining our company, Mr. Mulroy was elected Executive Vice President of Legg Mason,
Inc. in July 2002 and of Legg Mason Wood Walker, Inc. in November 2000. Mr. Mulroy became a Senior Vice President of Legg
Mason, Inc. in July 2000 and Legg Mason Wood Walker, Inc. in August 1998.

Ben A. Plotkin has been a Vice Chairman, Senior Vice President, and Director of our company since August 2007 and an Executive
Vice President of Stifel Nicolaus since February 2007. Mr. Plotkin also served as Chairman and Chief Executive Officer of Ryan
Beck & Company, Inc., from 1997 until its acquisition by our company in 2007. Mr. Plotkin was elected Executive Vice President
of Ryan Beck in 1990. Mr. Plotkin became a Senior Vice President of Ryan Beck in 1989 and was appointed First Vice President
of Ryan Beck in December of 1987. Mr. Plotkin joined Ryan Beck in May of 1987 as a Director and Vice President in the
Investment Banking Division.

David D. Sliney has been a Senior Vice President of our company since May 2003. In 1997, Mr. Sliney began a Strategic Planning
and Finance role with Stifel Nicolaus and has served as a Director of Stifel Nicolaus since May 2003. Mr. Sliney is also responsible
for our company’s Operations and Technology departments. Mr. Sliney joined Stifel Nicolaus in 1992, and between 1992 and
1995, Mr. Sliney worked as a fixed income trader and later assumed responsibility for the firm’s Equity Syndicate Department.

AVAILABLE INFORMATION

Our internet address is www.stifel.com. We make available, free of charge, through a link to the SEC web site, annual reports on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to reports filed or furnished pursuant
to Sections 13(a) and 15(d) of the Securities Exchange Act of 1934, as amended, as well as proxy statements, as soon as reasonably
practicable after we electronically file such material with, or furnish it to, the SEC.

Additionally, we make available on our web site under “Investor Relations — Corporate Governance,” and in print upon request

of any shareholder to our Chief Financial Officer, a number of our corporate governance documents. These include: Executive
Committee charter, Audit Committee charter, Compensation Committee charter, Nominating/Corporate Governance Committee
charter, Corporate Governance Guidelines, Complaint Reporting Process, and the Code of Ethics for Employees. Within the time
period required by the SEC and the NYSE, we will post on our web site any modifications to any of the available documents. The
information on our web site is not incorporated by reference into this report.

Our Chief Financial Officer can be contacted at Stifel Financial Corp., One Financial Plaza, 501 N. Broadway, St. Louis, Missouri
63102, telephone: (314) 342-2000.
ITEM IA. RISK FACTORS

Our operations and financial results are subject to various risks and uncertainties, including those described below, that could
adversely affect our business, financial condition, results of operations, cash flows, and the trading price of our common stock.
We may amend or supplement these risk factors from time to time in other reports we file with the SEC.
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Our results of operations may be adversely affected by conditions in the global financial markets and economic downturn.

Our results of operations are materially affected by conditions in the financial markets and economic conditions generally, both

in the United States and elsewhere around the world. Dramatic declines in the U.S. housing market over the past year, together
with increasing foreclosures and unemployment, have resulted in significant write-downs of asset values by financial institutions,
including government-sponsored entities, as well as major commercial and investment banks. These write-downs, which were
initially associated with mortgaged-backed securities but which have substantially spread to credit default swaps and other
derivative securities, in turn have caused many financial institutions to seek additional capital, to merge with larger and stronger
institutions, and, in some cases, to fail. Reflecting concern about the stability of the financial markets generally and the strength
of counterparties, many lenders and institutional investors have ceased to provide funding to even the most creditworthy borrowers.
This market turmoil and tightening of credit have led to an increased level of commercial and consumer delinquencies, lack of
consumer confidence, increased market volatility, and widespread reduction of business activity generally.

The resulting economic pressures on consumers and businesses and lack of confidence in the financial markets have adversely
affected our business, financial condition, and results of operations. We do not expect that the difficult conditions in the financial
markets are likely to improve in the near future. A worsening of these conditions would likely exacerbate the adverse effects of
these difficult market conditions on us and others in the financial services industry. It is difficult to predict how long the current
economic conditions will continue and which of our businesses, industry areas, products, or services will continue to be adversely
affected. We may have impairment losses if events or changes in circumstances occur which may reduce the fair value of an asset
below its carrying amount. As a result, these conditions could adversely affect our financial condition and results of operations.

In addition, we may be subject to increased regulatory scrutiny and litigation due to these issues and events.

A significant portion of our revenue is derived from commissions, margin interest revenue, principal transactions, asset management
and service fees, and investment banking fees. Accordingly, severe market fluctuations, weak economic conditions, a decline in stock
prices, trading volumes, or liquidity could have an adverse affect on our profitability. Continued or further credit dislocations or
sustained market downturns may result in a decrease in the volume of trades we execute for our clients, a decline in the value of
securities we hold in inventory as assets, and reduced investment banking revenues. Poor economic conditions have adversely
affected investor and CEO confidence, resulting in significant industry-wide declines in the size and number of underwritings
and advisory transactions, which could continue to have an adverse effect on our revenues.

The fixed income markets are experiencing a period of extreme volatility, which has negatively impacted market liquidity conditions.
As a result, fixed income instruments are experiencing liquidity issues, increased price volatility, credic downgrades, and increased
likelihood of default. In addition to being hard to dispose of, securities that are less liquid are also more difficult to value. Domestic
and international equity markets have also been experiencing heightened volatility and turmoil, and as a result, issuers that have
exposure to the real estate, mortgage, and credit markets, including banks and broker-dealers, have been particularly affected.
These events and the continuing market upheavals may have an adverse effect on us. In the event of a sustained market downturn,
our results of operations could be adversely affected by those factors in many ways. Our revenues are likely to decline in such
circumstances, and if we were unable to reduce expenses at the same pace, our profit margins would erode. Even in the absence
of a sustained market downturn, we are exposed to substantial risk of loss due to market volatility.

In addition, declines in the market value of securities generally result in a decline in revenues from fees based on the asset values

of client portfolios, in the failure of buyers and sellers of securities to fulfill their settlement obligations, and in the failure of

our clients to fulfill their credit and settlement obligations. During market downturns, our counterparties may be less likely to
complete transactions. Also, we permit our clients to purchase securities on margin. During periods of steep declines in securities
prices, the value of the collateral securing client accounts margin purchases may drop below the amount of the purchaser’s indebt-
edness. If the clients are unable to provide additional collateral for these loans, we may lose money on these margin transactions.
This may cause us to incur additional expenses defending or pursuing claims or litigation related to counterparty or client defaults.

In addition, in certain of the transactions, we are required to post collateral to secure our obligations to the counterparties. In the
event of a bankruptcy or insolvency proceeding involving one or such counterparties, we may experience delays in recovering our
assets posted as collateral or may incur a loss to the extent the counterparty was holding collateral in excess of our obligation to such
counterparty. There is no assurance that any such losses would not materially and adversely affect our business, financial condition,
and resules of operations.

Recent government actions to stabilize credit markets and financial institutions may not be effective and could adversely affect our
competitive position.

The U.S. Government recently enacted legislation and created several programs to help stabilize credit markets and financial institu-
tions and restore liquidity, including the Emergency Economic Stabilization Act of 2008, the Federal Reserve’s Commercial Paper
Funding Facility and Money Market Investor Funding Facility, and the Federal Deposit Insurance Corporation (“FDIC”) Temporary
Liquidity Guarantee Program. Additionally, the governments of many nations have announced similar measures for institutions in
their respective countries. There is no assurance that these programs individually or collectively will have beneficial effects in the
credit markets, will address credit or liquidity issues of companies that participate in the programs, or will reduce volatility or uncer-
rainty in the financial markets. The failure of these programs to have their intended effects could have a material adverse effect on the
financial markets, which in turn could materially and adversely affect our business, financial condition, and results of operation.

Lack of sufficient liquidity or access to capital could impair our business and financial condition.

Liquidity is essential to our business. If we have insufficient liquid assets, we will be forced to curtail our operations, and our business
will suffer. Our assets, consisting mainly of cash or assets readily convertible into cash, are our principal source of liquidity.
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These assets are financed primarily by our equity capital, debentures to trusts, client credit balances, short-term bank loans,
proceeds from securities lending, and other payables. We currently finance our client accounts and firm trading positions through
ordinary course borrowings at floating interest rates from various banks on a demand basis and securities lending, with company-
owned and client securities pledged as collateral. Changes in securities market volumes, related client borrowing demands, under-
writing activity, and levels of securities inventory affect the amount of our financing requirements.

The capital and credit markets have been experiencing volatility and disruption since early 2008, and reached unprecedented
levels since the fall of 2008. In some cases, the markets have produced downward pressure on stock prices and credit availability
for certain issuers without regard to those issuers’ underlying financial strength. If current levels of market disruption and volatility
continue or worsen, there can be no assurance that we will not experience an adverse effect, which may be material to our business,
financial condition, and results of operations and affect our ability to access capital.

Our liquidity requirements may change in the event we need to raise more funds than anticipated to increase inventory positions,
support more rapid expansion, develop new or enhanced services and products, acquire technologies, or respond to other unantici-
pated liquidity requirements. We rely exclusively on financing activities and distributions from our subsidiaries for funds to imple-
ment our business and growth strategies, and repurchase our shares. Net capital rules, restrictions under our long-term debr, or the
borrowing arrangements of our subsidiaries, as well as the earnings, financial condition, and cash requirements of our subsidiaries,
may each limit distributions to us from our subsidiaries.

In the event existing internal and external financial resources do not satisfy our needs, we may have to seek additional outside
financing. The availability of outside financing will depend on a variety of factors, such as market conditions, the general availability
of credit, the volume of trading activities, the overall availability of credit to the financial services industry, credir ratings, and
credit capacity,.as well as the possibility that lenders could develop a negative perception of our long-term or short-term financial
prospects if we incurred large trading losses or if the level of our business activity decreased due to a market downturn or otherwise.
We currently do not have a credit rating, which could adversely affect our liquidity and competitive position by increasing our
borrowing costs and limiting access to sources of liquidity that require a credit rating as a condition to providing funds.

Current trends in the global financial markets could cause significant fluctuations in our stock price.

Stock markets in general, and stock prices of financial services firms in particular, including us, have in recent years, and particularly
in recent months, experienced significant price and volume fluctuations. The markert price of our common stock may continue

to be subject to similar market fluctuations, which may be unrelated to our operating performance or prospects, and increased
volatility could result in an overall decline in the market price of our common stock. Factors that could significantly impact the
volatility of our stock price include:

* Developments in our business or in the financial sector generally, including the effect of direct governmental action in the
financial markets generally and with respect to financial institutions in particular;

* Regulatory changes affecting our operations;
* The operating and securities price performance of companies that investors consider to be comparable to us;
* Announcements of strategic developments, acquisitions, and other material events by us or our competitors; and

* Changes in global financial markets and global economies and general market conditions, such as interest or foreign exchange
rates, stock, commodity or asset valuations, or volatility.

Significant declines in the market price of our common stock or failure of the market price to increase could harm our ability to
recruit and retain key employees, including our executives and financial advisors and other key professional employees and those
who have joined us from companies we have acquired, reduce our access to debt or equity capital, and otherwise harm our business
or financial condition. In addition, we may not be able to use our stock effectively in connection with future acquisitions.

We face intense competition in our industry.

All aspects of our business and of the financial services industry in general are intensely competitive. We expect competition to
continue and intensify in the future. Our business will suffer if we do not compete successfully. We compete on the basis of a
number of factors, including the quality of our financial advisors and associates, the quality and selection of our investment products
and services, pricing (such as execution pricing and fee levels), and reputation. Because of recent market unrest and increased
government intervention, the financial services industry has recently undergone significant consolidation, which has further con-
centrated equity capital and other financial resources in the industry and further increased competition. Many of our competitors
use their significantly greater financial capital and scope of operations to offer their customers more products and services, broader
research capabilities, access to international markets, and other products and services not currently offered by us.

We compete directly with national full-service broker-dealers, investment banking firms, and commercial banks and, to a lesser
extent, with discount brokers and dealers and investment advisors. In addition, we face competition from new entrants into the
market and increased use of alternative sales channels by other firms. Domestic commercial banks and investment banking boutique
firms have entered the broker-dealer business, and large international banks have begun serving our markets as well. Legislative and
regulatory initiatives intended to ease restrictions on the sale of securities and underwriting activities by commercial banks have
increased competition. We also compete indirectly for investment assets with insurance companies, real estate firms, hedge funds,
and others. This increased competition could cause our business to suffer.
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The industry of electronic and/or discount brokerage services is continuing to develop. Increased competition from firms using new
technology to deliver these products and services may materially and adversely affect our operating results and financial position.
Competitors offering internet-based or other electronic brokerage services may have lower costs and offer their customers more
attractive pricing and more convenient services than we do. In addition, we anticipate additional competition from underwriters
who conduct offerings of securities through electronic distribution channels, bypassing financial intermediaries such as us altogether.
These and other competitive pressures may have an adverse affect on our competitive position and, as a result, our operations,
financial condition, and liquidity.

Regulatory and legal developments could adversely affect our business and financial condition.

The financial services industry is subject to extensive regulation, and broker-dealers and investment advisors are subject to regulations
covering all aspects of the securities business. We could be subject to civil liability, criminal liability, or sanctions, including revocation
of our subsidiaries’ registrations as investment advisors or broker-dealers, revocation of the licenses of our financial advisors, censures,
fines, or a temporary suspension or permanent bar from conducting business if we violate such laws or regulations. Any such liability
or sanction could have a material adverse effect on our business, financial condition, and prospects. Moreover, our independent
contractor subsidiaries, CSA and SN Ltd, give rise to a potentially higher risk of noncompliance because of the nature of the
independent contractor relationships involved.

Our banking operations also expose us to a risk of loss resulting from failure to comply with banking laws. In light of current
conditions in the U.S. financial markets and the economy, regulators have increased their focus on the regulation of the financial
services industry, including introducing proposals for new legislation. We are unable to predict whether any of these proposals will
be implemented and in what form, or whether any additional or similar changes to statutes or regulations, including the interpre-
tation or implementation thereof, will occur in the future. Any such action could affect us in substantial and unpredictable ways
and could have an adverse effect on our business, financial condition, and results of operations. We also may be adversely aftected
as a result of changes in federal, state, or foreign tax laws, or by changes in the interpretation or enforcement of existing laws and
regulations. See the section entitled “Business — Regulation” of Item 1 of this report for additional information regarding our
regulatory environment and Item 7A, “Quantitative and Qualitative Disclosures About Market Risk,” in this report regarding our
approach to managing regulatory risk.

In turbulent economic times such as these, the volume of claims and amount of damages sought in litigation and regulatory
proceedings against financial institutions have historically increased. These risks include potential liability under securities and
other laws for alleged materially false or misleading statements made in connection with securities offerings and other transactions,
issues related to the suitability of our investment advice based on our clients’ investment objectives, and potential liability for other
advice we provide to participants in strategic transactions. Legal actions brought against us may result in judgments, settlements,
fines, penalties, or other results, any of which could materially adversely affect our business, financial condition, or results of
operations, or cause us serious reputational harm.

Regulatory and legal developments related to auction rate securities ("ARS”) could adversely affect our business.

Since February 2008, the auctions through which most ARS are sold and interest rates are determined have failed, resulting in the
lack of liquidity for these securities. We, like other firms in the financial services industry, have received inquiries from the SEC,
FINRA, and several state regulatory authorities requesting information concerning our transactions in ARS for our clients. We
have also been named in a civil class action lawsuir relating to the sale of ARS. While we are working with other industry partici-
pants in order to resolve issues relating to ARS and are exploring a range of potential solutions, we anticipate that the regulatory
authorities will conduct further review and inquiry on these matters. If we were to determine, in order to resolve pending claims,
inquiries, or investigations, to repurchase at par value ARS from certain of our clients, we would be required to assess whether

we have sufficient regulatory capital and cash or borrowing capacity to do so, and there can be no assurance that we would have
such capacity. In addition, while we believe we have made adequate provision for loss related to the buyback of ARS held by retail
clients, additional losses may be incurred related to the resolution of all pending claims, inquiries, or investigations which would
adversely affect our results of operations and financial position. See Item 3, “Legal Proceedings,” of this report for a discussion

of our legal matters (including ARS) and Item 7A, “Quantitative and Qualitative Disclosures About Market Risk,” in this report
regarding our approach to managing legal risk.

Failure to comply with regulatory capital requirements would significantly harm our business.

The SEC requires broker-dealers to maintain adequate regulatory capital in relation to their liabilities and the size of their customer
business. These rules require Stifel Nicolaus, Butler Wick, and CSA, our broker-dealer subsidiaries, to maintain a substantial portion
of their assets in cash or highly liquid investments. Failure to maintain the required net capital may subject our broker-dealer
subsidiaries to limitations on their activities, or in extreme cases, suspension or revocation of their registration by the SEC and
suspension or expulsion by FINRA and other regulatory bodies, and, ultimately, liquidation. Our international subsidiary, SN Ltd,
is subject to similar limitations under applicable laws in the United Kingdom. Failure to comply with the net capital rules could
have material and adverse consequences, such as:

e Limiting our operations that require intensive use of capital, such as underwriting or trading activities; or

s Restricting us from withdrawing capital from our subsidiaries, even where our broker-dealer subsidiaries have more than the
minimum amount of required capital. This, in turn, could limit our ability to implement our business and growth strategies,
pay interest on and repay the principal of our debt, and/or repurchase our shares.
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In addition, a change in the net capital rules or the imposition of new rules affecting the scope, coverage, calculation, or amount
of net capital requirements, or a significant operating loss or any large charge against net capital, could have similar adverse effects.
In addition, as a bank holding company, we and our bank subsidiary are subject to various regulatory requirements administered
by the federal banking agencies, including capital adequacy requirements pursuant to which we and our bank subsidiary must meet
specific capital guidelines that involve quantitative measures of assets, liabilities, and certain off-balance sheet items as calculated
under regulatory accounting practices. See the section entitled “Business — Regulation” of Item 1 of this report for additional
information regarding our regulatory environment.

We have experienced significant pricing pressure in areas of our business, which may impair our revenues and profitability.

In recent years, our business has experienced significant pricing pressures on trading margins and commissions in debt and equity
trading. In the fixed income market, regulatory requirements have resulted in greater price transparency, leading to increased price
competition and decreased trading margins. In the equity market, we have experienced increased pricing pressure from institutional
clients to reduce commissions, and this pressure has been augmented by the increased use of electronic and direct market access
trading, which has created additional competitive downward pressure on trading margins. The trend towards using alternative trad-
ing systems is continuing to grow, which may result in decreased commission and trading revenue, reduce our participation in the
trading markets and our ability to access market information, and lead to the creation of new and stronger competitors. Institutional
clients also have pressured financial services firms to alter “soft dollar” practices under which brokerage firms bundle the cost of
trade execution with research products and services. Some institutions are entering into arrangements that separate (or “unbundle”)
payments for research products or services from sales commissions. These arrangements have increased the competitive pressures on
sales commissions and have affected the value our clients place on high-quality research. Additional pressure on sales and trading
revenue may impair the profitability of our business. Moreover, our inability to reach agreement regarding the terms of unbundling
arrangements with institutional clients who are actively secking such arrangements could result in the loss of those clients, which
would likely reduce our institutional commissions. We believe that price competition and pricing pressures in these and other areas
will continue as institutional investors continue to reduce the amounts they are willing to pay, including by reducing the number of
brokerage firms they use, and some of our competitors seek to obtain market share by reducing fees, commissions, or margins.

Our underwriting and market-making activities place our capital at risk.

We may incur losses and be subject to reputational harm to the extent that, for any reason, we are unable to sell securities we
purchased as an underwriter at the anticipated price levels. As an underwriter, we also are subject to heightened standards regarding
liability for material misstatements or omissions in prospectuses and other offering documents relating to offerings we underwrite.
As a market-maker, we may own large positions in specific securities, and these undiversified holdings concentrate the risk of market
fluctuations and may result in greater losses than would be the case if our holdings were more diversified.

Our ability to attract, develop, and retain highly skilled and productive employees is critical to the success of our business.

Our people are our most valuable asset. Our ability to develop and retain our client base and to obtain investment banking and
advisory engagements depends upon the reputation, judgment, business generation capabilities, and project execution skills of
highly skilled and often highly specialized employees, including our executive officers. The unexpected loss of services of any of
these key employees and executive officers, or the inability to recruit and retain highly qualified personnel in the future, could have
an adverse effect on our business and results of operations.

Financial advisors typically take their clients with them when they leave us to work for a competitor. From time to time, in addition
to financial advisors, we have lost equity research, investment banking, public finance, institutional sales and trading professionals,
and in some cases, clients to our competitors.

Competition for personnel within the financial services industry is intense. The cost of retaining skilled professionals in the financial
services industry has escalated considerably, as competition for these professionals has intensified. Employers in the industry are
increasingly offering guaranteed contracts, upfront payments, and increased compensation. These can be important factors in a
current employee’s decision to leave us as well as a prospective employee’s decision to join us. As competition for skilled professionals
in the industry increases, we may have to devote more significant resources to attracting and retaining qualified personnel. In
particular, our financial results may be adversely affected by the amortization costs incurred by us in connection with the upfront
loans we offer to financial advisors.

Moreover, companies in our industry whose employees accept positions with competitors frequently claim that those competitors
have engaged in unfair hiring practices. We are currently subject to several such claims and may be subject to additional claims

in the future as we seek to hire qualified personnel, some of whom may currently be working for our competitors. Some of these
claims may result in material litigation. We could incur substantial costs in defending ourselves against these claims, regardless of
their merits. Such claims could also discourage potential employees who currently work for our competitors from joining us.

We may recruit financial advisors, make strategic acquisitions of businesses, engage in joint ventures, or divest or exit existing
businesses, which could cause us to incur unforeseen expenses and have disruptive effects on our business and may strain our resources.

Our growth strategies have included, and will continue to include, the recruitment of financial advisors and future acquisitions or
joint ventures with other businesses. Since December 2005, we have completed five acquisitions: LM Capital Markets in 2005, the
private client business of MJSK in 2006, Ryan Beck and First Service in 2007, and Butler Wick in 2008. These acquisitions or any
acquisition or joint venture that we determine to pursue will be accompanied by a number of risks. The growth of our business
and expansion of our client base has strained, and may continue to strain, our management and administrative resources. Costs or

difficulties relating to such transactions, including integration of financial advisors and other employees, products and services,
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technology systems, accounting systems, and management controls, may be greater than expected. Unless offset by a growth of
revenues, the costs associated with these investments will reduce our operating margins. In addition, because, as noted above,
financial professionals typically take their clients with them when they leave, if key employees or other senior management personnel
of the firms we have acquired determine that they do not wish to remain with our company over the long term or at all, we would
not inherit portions of the client base of those firms, which would reduce the value of those acquisitions to us.

In addition to past growth, we cannot assure investors that we will be able to manage our future growth successfully. The inability
to do so could have a material adverse effect on our business, financial condition, and results of operations. After we announce

or complete any given acquisition or joint venture in the future, our share price could decline if investors view the transaction as
too costly or unlikely to improve our competitive position. We may be unable to retain key personnel after any such transaction,
and the transaction may impair relationships with customers and business partners. These difficulties could disrupt our ongoing
business, increase our expenses, and adversely affect our operating results and financial condition. In addition, we may be unable
to achieve anticipated benefits and synergies from any such transaction as fully as expected or within the expected time frame.
Divestitures or elimination of existing businesses or products could have similar effects.

Moreover, to the extent we pursue increased expansion to different geographic markets or grow generally through additional strategic
acquisitions, we cannot assure you that we will identify suitable acquisition candidates, that acquisitions will be completed on
acceptable terms, or that we will be able to successfully integrate the operations of any acquired business into our existing business.
Such acquisitions could be of significant size and involve firms located in regions of the United States where we do not currently
operate, or internationally. To acquire and integrate a separate organization would further divert management attention from other
business activities. This diversion, together with other difficulties we may encounter in integrating an acquired business, could
have a material adverse effect on our business, financial condition, and results of operations. In addition, we may need to borrow
money to finance acquisitions, which would increase our leverage. Such funds might not be available on terms as favorable to us as
our current borrowing terms or at all.

Our risk management policies and procedures may leave us exposed to unidentified or unanticipated risk.

We seek to manage, monitor, and control our operational, legal, and regulatory risk through operational and compliance reporting
systems, internal controls, management review processes, and other mechanisms; however, there can be no assurance that our
procedures will be fully effective. Further, our risk management methods are based on an evaluation of information regarding
markets, clients, and other matters that are based on assumptions that may no longer be accurate. In addition, we have undergone
significant growth in recent years. A failure to adequately manage our growth, or to effectively manage our risk, could materially
and adversely affect our business and financial condition. We must also address potential conflicts of interest that arise in our
business. We have procedures and controls in place to address conflicts of interest, but identifying and managing potential conflicts
of interest can be complex and difficult and our repurtation could be damaged if we fail, or appear to fail, to deal appropriately with
conflicts of interest. See Item 7A, “Quantitative and Qualitative Disclosures About Market Risk,” in this report for more informa-
tion on how we monitor and manage market and certain other risks.

We continually encounter technological change, and we may have fewer resources than many of our competitors to continue to
invest in technological improvements, which are important to attract and retain financial advisors.

We rely extensively on electronic data processing and communications systems. The brokerage and investment banking industry
continues to undergo technological change, with periodic introductions of new technology-driven products and services. In addition
to better serving our clients, the effective use of technology increases efficiency and enables our company to reduce costs. Our future
success will depend in part upon our ability to successfully maintain and upgrade our systems and our ability to address the needs
of our clients by using technology to provide products and services that will satisfy their demands for convenience, as well as to
create additional efficiencies in our operations. Many of our competitors have substantially greater resources to invest in techno-
logical improvements. We cannot assure you that we will be able to effectively upgrade our systems, implement new technology-
driven products and services, or be successful in marketing these products and services to our clients.

Our operations and infrastructure and those of the service providers upon which we rely may malfunction or fail,

Our business is highly dependent on our ability to process, on a daily basis, a large number of transactions across diverse markets,
and the transactions we process have become increasingly complex. The inability of our systems to accommodate an increasing
volume of transactions could also constrain our ability to expand our businesses. If any of these systems do not operate properly
or are disabled, or if there are other shortcomings or failures in our internal processes, people, or systems, we could suffer impair-
ments, financial loss, a disruption of our businesses, liability to clients, regulatory intervention, or reputational damage.

We have outsourced certain aspects of our technology infrastructure, including trade processing, data centers, disaster recovery
systems, and wide area networks, as well as market dara servers, which constantly broadcast news, quotes, analytics, and other
important information to the desktop computers of our financial advisors. We contract with other vendors to produce, batch,
and mail our confirmations and customer reports. We are dependent on our technology providers to manage and monitor those
functions. A disruption of any of the outsourced services would be out of our control and could negatively impact our business.
We have experienced disruptions on occasion, none of which has been material to our operations and results. However, there can

be no guarantee that future disruptions with these providers will not occur.

We also face the risk of operational failure, termination, or capacity constraints of any of the clearing agents, exchanges, clearing
houses, or other financial intermediaries we use to facilitate our securities transactions. Any such failure or termination could
adversely affect our ability to effect transactions and to manage our exposure to risk.
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Our operations also rely on the secure processing, storage, and transmission of confidential and other information in our computer
systems and networks. Although we take protective measures and endeavor to modify them as circumstances warrant, our computer
systems, software, and networks may be vulnerable to unauthorized access, computer viruses, or other malicious code and other
events that could have a security impact. If one or more of such events occur, this could jeopardize our or our clients’ or counter-
parties’ confidential and other information processed, stored in, and transmitted through our computer systems and networks,

or otherwise cause interruptions or malfunctions in our, our clients’, our counterparties’, or third parties’ operations which could
result in significant losses or reputational damage. We may be required to expend significant additional resources to modify our
protective measures, to investigate and remediate vulnerabilities or other exposures, or to make required notifications, and we may
be subject to litigation and financial losses that are either not insured or not fully covered through any insurance maintained by us.

We may suffer losses if our reputation is harmed.

Our ability to attract and retain customers and employees may be adversely affected to the extent our reputation is damaged. If we
fail to deal with, or appear to fail to deal with, various issues that may give rise to reputational risk, we could harm our business
prospects. These issues include, but are not limited to, appropriately dealing with potential conflicts of interest, legal and regulatory
requirements, ethical issues, money-laundering, privacy, record-keeping, sales and trading practices, and the proper identification

of the legal, reputational, credit, liquidity, and market risks inherent in our products. Failure to appropriately address these issues
could also give rise to additional legal risk to us, which could, in turn, increase the size and number of claims and damages asserted
against us or subject us to regulatory enforcement actions, fines, and penalties.

Our current stockholders may experience dilution in their holdings if we issue additional shares of common stock as a result of the
Ryan Beck acquisition, or future offerings or acquisitions where we use our stock.

In addition to the shares issued as part of the consideration for the acquisition of Ryan Beck in 2007, we obtained stockholder
approval to issue additional shares of our common stock as payment of contingent earn-outs and to issue equity awards to retain
individuals who were employees of Ryan Beck. Although we may pay all or a part of any additional earn-out payments in cash at
our election, we may issue up to 1,266,500 additional shares of common stock to pay any such amounts that may become due.
See the section entitled “Liquidity and Capital Resources” of Item 7 of this report regarding the issuance of equity related to the
acquisition of Ryan Beck.

As part of our business strategy, we may continue to seck opportunities for growth through strategic acquisitions, in which we may
consider issuing equity securities as part of the consideration. Additionally, we may obtain additional capital through the public or
private sale of equity securities. If we sell equity securities, the value of our common stock could experience dilution. Furthermore,
these securities could have rights, preferences, and privileges more favorable than those of the common stock.

If we issue additional shares of common stock as a result of the approval described above in connection with the Ryan Beck
acquisition, including an election to pay any earn-out consideration by using shares of our common stock in lieu of cash, or if
we otherwise issue stock in connection with future acquisitions or as a result of a financing, investors ownership interest in our
company will be diluted.

We are subject to an increased risk of legal proceedings, which may result in significant losses to us that we cannot recover.
Claimants in these proceedings may be customers, employees, or regulatory agencies, among others, seeking damages for mistakes,
errors, negligence, or acts of fraud by our employees.

Many aspects of our business subject us to substantial risks of potential liability to customers and to regulatory enforcement pro-
ceedings by state and federal regulators. Participants in the financial services industry face an increasing amount of litigation and
arbitration proceedings. Dissatisfied clients regularly make claims against broker-dealers and their brokers for, among others,
negligence, fraud, unauthorized trading, suitability, churning, failure to supervise, breach of fiduciary duty, employee errors,
intentional misconduct, unauthorized transactions by financial advisors or traders, improper recruiting activity, and failures in
the processing of securities transactions. These types of claims expose us to the risk of significant loss. Acts of fraud are difficult
to detect and deter, and we cannot assure investors that our risk management procedures and controls will prevent losses from
fraudulent activity. In our role as underwriter and selling agent, we may be liable if there are material misstatements or omissions
of material information in prospectuses and other communications regarding underwricten offerings of securities. At any point in
time, the aggregate amount of existing claims against us could be material. While we do not expect the outcome of any existing
claims against us to have a material adverse impact on our business, financial condition, or results of operations, we cannot assure
you that these types of proceedings will not materially and adversely affect our company. We do not carry insurance that would
cover payments regarding these liabilities, with the exception of fidelity coverage with respect to certain fraudulent acts of our
employees. In addition, our by-laws provide for the indemnification of our officers, directors, and employees to the maximum
extent permitted under Delaware law. In the future, we may be the subject of indemnification assertions under these documents
by our ofhicers, directors, or employees who have or may become defendants in litigation. These claims for indemnification may
subject us to substantial risks of potential liability.

In addition to the foregoing financial costs and risks associated with potential liability, the defense of litigation has increased costs
associated with attorneys’ fees. The amount of outside attorneys’ fees incurred in connection with the defense of litigation could be
substantial and might materially and adversely affect our results of operations as such fees occur. Securities class action litigation,
in particular, is highly complex and can extend for a protracted period of time, thereby substantially increasing the costs incurred
to resolve this litigation.
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Misconduct by our employees or by the employees of our business partners could harm us and is difficult to detect and prevent.

There have been a number of highly publicized cases involving fraud or other misconduct by employees in the financial services
industry in recent years, and we run the risk that employee misconduct could occur at our company. For example, misconduct
could involve the improper use or disclosure of confidential information, which could result in regulatory sanctions and serious
reputational or financial harm. It is not always possible to deter misconduct, and the precautions we take to detect and prevent this
activity may not be effective in all cases. Our ability to detect and prevent misconduct by entities with which we do business may
be even more limited. We may suffer reputational harm for any misconduct by our employees or those entities with which we do
business.

Provisions in our certificate of incorporation and bylaws and of Delaware law may prevent or delay an acquisition of our company,
which could decrease the market value of our common stock.

Our articles of incorporation and bylaws and Delaware law contain provisions that are intended to deter abusive takeover tactics
by making them unacceptably expensive to prospective acquirors and to encourage prospective acquirors to negotiate with our
board of directors rather than to attempt a hostile takeover. Delaware law also imposes some restrictions on mergers and other
business combinations between us and any holder of 15% or more of our outstanding common stock. We believe these provisions
protect our stockholders from coercive or otherwise unfair takeover tactics by requiring potential acquirors to negotiate with our
board of directors and by providing our board of directors with more time to assess any acquisition proposal. These provisions are
not intended to make our company immune from takeovers. However, these provisions apply even if the offer may be considered
beneficial by some stockholders and could delay or prevent an acquisition that our board of directors determines is not in the best
interests of our company and our stockholders.

ITEM IB. UNRESOLVED STAFF COMMENTS

None.
ITEM 2. PROPERTIES

The following table sets forth the location, approximate square footage, and use of each of the principal properties used by our
company during fiscal 2008. We lease or sublease all of these properties with the exception of the Stifel Bank branch, where we
own the building and lease the land. All properties are leased under operating leases. Such leases expire at various times through
2019, with the exception of the land lease, which with the exercise of an existing option expires in 2014. The annual base rent
expense (including operating expenses, property taxes, and assessments, as applicable) for all facilities is currently approximately
$34.4 million and is subject to annual adjustments as well as changes in interest rates.

Location Approximate Square Footage Use

One Financial Plaza 127,000 Headquarters and administrative offices

501 North Broadway Stifel Nicolaus and CSA (Private Client Group)

St. Louis, Missouri 63102

One South Street 76,000 Administrative offices, Private Client Group, Equity Capital Markets,
Baltimore, Maryland 21202 and Fixed Income Capital Markets operations

18 Columbia Turnpike 50,000 Private Client Group and Equity Capital Markets operations

Florham Park, New Jersey 07932

We also maintain operations in 224 branch offices in various locations throughout the United States and in certain foreign countries,
primarily for our broker-dealer business. Our Private Client Group segment leases 196 offices, which are primarily concentrated in
the Midwest and Mid-Atlantic regions with a growing presence in the Northeast, Southeast, and Western United States. Our Equity
Capital Markets and Fixed Income Capital Markets segments lease 28 offices in the United States and certain foreign locations. The
foreign locations support the operations of the Equity Capital Market segment. In addition, Stifel Bank leases two locations in the
St. Louis area for its administrative offices and branch operations. We believe that, at the present time, the facilities are suirable
and adequate to meet our needs and that such facilities have sufficient productive capacity and are appropriately utilized.

Leases for the Private Client Group branch offices of CSA, our independent contractor firm, are the responsibility of the respective
independent financial advisors. The Geneva and Madrid Equity Capital Markets branch offices are the responsibiliey of the respective
consultancies associated with SN Ltd.

See Note 15 of the Notes to Consolidated Financial Statements for further information regarding our lease obligations.

ITEM 3. LEGAL PROCEEDINGS

Our company and its subsidiaries are named in and subject to various proceedings and claims arising primarily from our securities
business activities, including lawsuits, arbitration claims, class actions, and regulatory matters. Some of these claims seek substantial
compensatory, punitive, or indeterminate damages. Our company and its subsidiaries are also involved in other reviews, investi-
gations, and proceedings by governmental and self-regulatory organizations regarding our business, which may result in adverse
judgments, settlements, fines, penalties, injunctions, and other relief. We are contesting the allegations in these claims, and we
believe that there are meritorious defenses in each of these lawsuits, arbitrations, and regulatory investigations. In view of the
number and diversity of claims against the company, the number of jurisdictions in which litigation is pending, and the inherent
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difficulty of predicting the outcome of litigation and other claims, we cannot state with certainty what the eventual outcome of
pending litigation or other claims will be. In our opinion, based on currently available information, review with outside legal
counsel, and consideration of amounts provided for in our consolidated financial statements with respect to these matters, the
ultimate resolution of these matters will not have a material adverse impact on our financial position. However, resolution of one
or more of these matters may have a material effect on the results of operations in any future period, depending upon the ultimate
resolution of those matters and depending upon the level of income for such period.

The regulatory investigations include inquiries from the SEC, the FINRA and several state regulatory authorities requesting infor-
mation concerning our activities with respect to auction rate securities (“ARS”), and inquiries from the SEC and a state regulatory
authority requesting information relating to our role in investments made by five Southeastern Wisconsin school districts (the
“school districts”) in transactions involving collateralized debt obligations (“CDOs”). We intend to cooperate fully with the SEC,
FINRA, and the several states in these investigations. While it is our opinion, based upon currently available information and review
with outside counsel, that no adverse regulatory action should be taken against our company or its subsidiaries in connection with
these investigations, there can be no assurance that regulatory action will not be taken.

Current claims include a civil lawsuit filed in the United States District Court for the Eastern District of Missouri on August 8, 2008,
seeking class action status for investors who purchased and continue to hold ARS offered for sale between June 11, 2003 and February
13, 2008, the date when most auctions began to fail and the auction market froze, which alleges misrepresentation about the invest-
ment characteristics of ARS and the auction markets. We believe, based upon currently available information and review with outside
counsel, that we have meritorious defenses to this lawsuit, and intend to vigorously defend all claims asserted therein.

Additionally, we are named in a civil lawsuit filed in the Circuit Court of Milwaukee, Wisconsin on September 29, 2008. The
lawsuit has been filed against our company, Royal Bank of Canada Europe Ltd. (“RBC”), and certain other RBC entities by the
school districts and the individual trustees for other post-employment benefit (‘OPEB”) trusts established by those school districts
(the “Plaintiffs”). The suit was removed to the United States District Court for the Eastern District of Wisconsin on October 31,
2008. The suit arises out of the purchase of certain CDOs by the OPEB trusts. The RBC entities structured and served as “arranger”
for the CDOs. We served as placement agent/broker in connection with the OPEB trusts” purchase of the investments. The total
amount of the investments made by the OPEB trusts was $200.0 million. Plaintiffs assert that the school districts contributed
$37.5 million to the OPEB trusts to purchase the investments. The balance of $162.5 million used to purchase the investments
was borrowed by the OPEB trusts. The recourse of the lender is the OPEB trust assets and the moral obligation of the school dis-
tricts. The legal claims asserted include violation of the Wisconsin Securities Act, fraud, and negligence. The lawsuit seeks equita-
ble relief, unspecified compensatory damages, treble damages, punitive damages, and attorney’s fees and costs. The Plaintiffs claim
that the RBC entities and our company either made misrepresentations or failed to disclose material facts in connection with the
sale of the CDOs in violation of the Wisconsin Securities Act. We believe the Plaintiffs reviewed and understood the relevant of-
fering materials and that the investments were suitable based upon, among other things, our receipt of a written acknowledgement
of risks from the Plainciffs. We believe, based upon currently available information and review with outside counsel, that we have
meritorious defenses to this lawsuit, and intend to vigorously defend all of the Plaintiffs’ claims.

In connection with ARS, our U.S. broker-dealer subsidiaries have been subject to ongoing investigations by the SEC and other
regulatory authorities, with which we are cooperating fully, as stated above. We are also named in a class action lawsuit similar to
that filed against a number of brokerage firms alleging various securities law violations in connection with the sale of ARS, which
we are vigorously defending. As of February 20, 2009, our clients held approximately $243.0 million of ARS.

Several large banks and brokerage firms, most of which were the primary underwriters of and supported the auctions for ARS,
have announced agreements, usually as part of a regulatory settlement, to repurchase ARS at par from some of their clients. Other
brokerage firms have entered into similar agreements. We are, in conjunction with other industry participants, actively seeking
solutions to ARS’ illiquidity, which may include the restructuring and refinancing of those ARS. Should issuer redemptions and
refinancings continue, our clients’ holdings could be reduced further; however, there can be no assurance these events will contin-
ue. Additionally, on February 11, 2009, we announced a voluntary partial repurchase plan for certain ARS. Under the voluntary
plan, and subject to applicable regulatory limitations, we will offer to purchase, at par, the greater of 10% or twenty-five thousand
dollars of ARS held by retail clients who purchased these securities from our company prior to the ARS market collapse and

who continue to hold them in retail clients’ accounts. In exchange, we will take an assignment of clients’ actionable legal claims
against the major ARS market participants for the amounts repurchased. The proposed plan, if fully implemented, would provide
a measure of liquidity to the frozen ARS market, and result in approximately 40% of our retail clients receiving 100% liquidity
for their ARS. Based on further review of the voluntary repurchase plan, previously announced on February 11, 2009, we have
determined that we may increase the amount of ARS that we will voluntarily repurchase from certain of our clients who purchased
and continue to hold ARS, depending upon future circumstances. The plan excludes employee accounts. If we were to consider
resolving pending claims, inquiries, or investigations by offering to repurchase all or some portion of these ARS at par from our
clients in addition to the ARS repurchased as a result of our announced voluntary partial repurchase plan, as stated above, we
would be required to assess whether we had sufficient regulatory capital or borrowing capacity to do so, and there is no assurance
that we would have such capital or capacity. In addition, while we believe we have made adequate provision for loss related to the
buyback of ARS held by retail clients, additional losses may be incurred related to the resolution of all pending claims, inquiries,
or investigations which would adversely affect our results of operations and financial position.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the quarter ended December 31, 2008.
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PART 11

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Information

Our common stock is traded on the New York Stock Exchange and Chicago Stock Exchange under the symbol “SE™ On February 20,
2009, there were approximately 7,300 shareholders of our common stock. On February 20, 2009, the last reported sale price of our
common stock was $33.91. The following table sets forth for the periods indicated the high and low trades for our common stock
(as adjusted for the three-for-two stock split in June 2008):

Sales Price
2008 2007
High Low High Low
First Quarter $52.53 $37.00 $34.81 $24.77
Second Quarter 59.45 34.31 41.27 28.29
Third Quarter 60.61 31.56 41.36 32.51
Fourth Quarter 50.00 30.42 . 42.32 29.37

We did not pay cash dividends during fiscal years 2008 or 2007 and do not anticipate paying cash dividends in the foreseeable
future. The payment of dividends on our common stock is subject to several factors, including operating results, financial require-
ments of our company, and the availability of funds from our subsidiaries. See Note 17 of the Notes to Consolidated Financial
Statements for more information on the capital restrictions placed on Stifel Bank and our broker-dealer subsidiaries.

See Ttem 12, “Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Marters,” in this
report for information regarding securities authorized for issuance under equity compensation plans.

Issuer Purchases of Equity Securities

There were no unregistered sales of equity securities during the quarter ended December 31, 2008. There were also no purchases
made by or on behalf of Stifel Financial Corp. or any “affiliated purchaser” (as defined in Rule 10b-18(a)(3) under the Securities
Exchange Act of 1934), of our common stock during the quarter ended December 31, 2008.

We have an ongoing authorization, as amended, from the Board of Directors to repurchase our common stock in the open market
or in negotiated transactions. In May.2005, our Board of Directors authorized the repurchase of an additional 3,000,000 shares,
for a total authorization to repurchase up to 4,500,000 shares (as adjusted for the three-for-two stock split in June 2008). At
December 31, 2008, the maximum number of shares that may yet be purchased under this plan was 2,010,831.
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Shareholder Return Performance Graph

The following graph compares the cumulative total stockholder returns, assuming the reinvestment of dividends, of our common
stock on an indexed basis with a Peer Group Index, the Standard and Poor’s 500 (“S&P 5007) Index, and the Securiries Broker-
Dealer Index for the five year period ended December 31, 2008. The Peer Group Index consists of six companies, including us,
that serve the same markets as us and which compere with us in one or more markets. The Securities Broker-Dealer [ndex consists
of twelve firms in the brokerage sector. The Broker-Dealer Index does not include our company. The graph assumes an investment

of $100 made in our common stock and each index on December 31, 2003.

Assumes $100 invested on December 31, 2003, in
Stifel Financial Corp. common stock,
Peer Group, and S&P 500 Index
$500
- Stifel Financial Corp. (34.5% CAGR*)
P Crronrg -5, 3000 CAGR ™Y
$400 - o (
%,
- Sccurities Broker-Dealer Index (-10.2% CAGR®)
$300
$200
$100 — \‘
.,
2003 2004 2005 2006 2007 2008
2003 2004 2005 2006 2007 2008
Stifel Financial Corp. $100 $134 $241 $251 $337 $441
Peer Group 100 113 119 162 161 76
S&P 500 Index 100 111 116 135 142 90
Securities Broker-Dealer Index 100 115 148 183 157 59
Peer Group Companies
Oppenheimer Holdings, Inc.' SWS Group, Inc. Sanders Morris Harris Group Inc.
Stifel Financial Corp. Raymond James Financial, Inc. Piper Jaffray Companies

! Formerly Fabnestock Viner Holdings, Inc.

* Compound Annual Growth Rate
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ITEM 6. SELECTED FINANCIAL DATA

The following selected consolidated financial data (presented in thousands, except per share amounts) is derived from our consoli-
dated financial statements. This data should be read in conjunction with the consolidated financial statements and notes thereto,
and with Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

Years Ended December 31,

2008 2007 2006 2005 2004
Revenues Commissions $ 341,090 $ 315,514 $ 199,056 $107,976 $ 95,894
Principal transactions 293,285 139,248 86,365 44,110 46,163
[nvestment banking 83,710 169,413 82,856 55,893 57,768
Asset management and service fees 119,926 101,610 57,713 43,476 35,504
Interest 50,148 59,071 35,804 18,022 13,101
Other 688 8,234 9,594 533 2,759
Total revenues 888,847 793,090 471,388 270,010 251,189
Interest expense 18,510 30,025 19,581 6,275 4,366
Net revenues 870,337 763,065 451,807 263,735 246,823
Non-interest Employce compensation and benefits 582,778 543,021 329,703 174,765 157,314
Expenses Occupancy and equipment rental 67,984 57,796 30,751 22,625 21,445
Communications and office supplies 45,621 42,355 26,666 12,087 10,330
Commissions and floor brokerage 13,287 9,921 6,388 4,134 3,658
Other operating expenses 68,898 56,126 31,930 17,402 17,459
Total non-interest expenses 778,568 709,219 425,438 231,013 210,206
[ncome before income taxes 91,769 53,846 26,369 32,722 36,617
Provision for income taxes 36,267 21,676 10,938 13,078 13,469
Net income $ 55,502 $ 32,170 $ 15,431 $ 19,644 $ 23,148
Net income per share — basic $ 2.31 $ 1.48 $ 0.89 $ 133 $  1.59
Net income per share — diluted $ 1.98 $ 1.25 $ 0.74 $ 1.04 $ 125
Weighted average common shares
outstanding — basic 24,069 21,754 17,269 14,742 14,553
Weighted average common shares
outstanding — diluted 28,073 25,723 20,863 18,879 18,421
Financial Condition  Total assets $1,558,145 $1,499,440 $1,084,774 $842,001 $382,314
Long-term obligations $ 106,860 $ 124,242 $ 98,379 $ 97,182 $ 61,767
Stockholders’ equity $ 593,185 $ 424,637 $ 220,265 $155,093 $131,312

On May 12, 2008, our Board of Directors approved a 50% stock dividend, in the form of a three-for-two stock split, of our common
stock payable on June 12, 2008, to stockholders of record as of May 29, 2008. Per share data, for all periods presented, have been
adjusted to give effect to this stock split.

The following items should be considered when comparing the data from year to year: 1) the acquisition of LM Capital Markets
in December 2005; 2) the continued expansion of our Private Client Group, including the acquisition of MJSK in December
2006; 3) the acquisition of Ryan Beck in February 2007; 4) the acquisition of FirstService Bank in April 2007; and 5) the acquisition
of Butler Wick on December 31, 2008. See Item 7. “Management’s Discussion and Analysis of Financial Condition and Results
of Operations,” made part hereof, for a discussion of these items and other items that may affect the comparability of data from

year to year.
In fiscal 2008, 2007, and 2006, net income and net income per share includes the impact of the adoption of Statement of Financial
Accounting Standard (“SFAS”) No. 123 (revised 2004), “Share-Based Payment.” The stock-based compensation charges recorded

in “Employee compensation and benefits” as a result of the adoption were not present in fiscal years 2005 and prior. See Note 19
of the Notes to Consolidated Financial Statements for information regarding stock-based compensation.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion (presented in millions, except where indicated) should be read in conjunction with our consolidated
financial statements and notes thereto.

Executive Summary

Through our wholly owned subsidiaries, principally Stifel Nicolaus, CSA, SN Ltd, and Stifel Bank, we are engaged in retail brokerage,
securities trading, investment banking, investment advisory, residential, consumer, and commercial banking, and related financial
services throughout the United States and three European offices. Although we have offices across the United States, our major
geographic area of concentration is in the Midwest and Mid-Atlantic regions with a growing presence in the Northeast, Southwest,
and Western United States. Our principal customers are individual investors, corporations, municipalities, and institutions.

We plan to maintain our focus on revenue growth with a continued focus on developing quality relationships with our clients.
Within our private client business, our eftorts will be focused on recruiting experienced financial advisors with established client
relationships. Within our capiral markets business, our focus continues to be on providing quality client management and product
diversification. In executing our growth strategy, we take advantage of the consolidation among middle market firms, which we
believe provides us opportunitics in our private client and capital markets businesses.

Our overall financial results continue to be highly and directly correlated to the direction and activity levels of the United States
equity and fixed income markets, our expansion of the Equity Capital Markets and Fixed Income Capital Markets segments, the
continued expansion of our Private Client Group, and the increased activity from the successful integrations of the following
acquisitions: LM Capital Markets business acquired on December 1, 2005, the Ryan Beck acquisition on February 28, 2007. and
the First Service acquisition on April 2, 2007. Additionally, we expect to successtully complete the integration of our acquisition of
Butler Wick during 2009. During 2008, we opened 34 branch offices and hired 194 financial advisors. In addition, we added 86,
52, and 15 revenue producers in our Equity Capital Markets, Fixed Income Capital Markets, and Stifel Bank segments, and added
240 employees that directly support these revenue producers and 113 employees for home office support.

For the year ended December 31, 2008, our net revenues increased 14% to a record $870.3 million compared to $763.1 million
in 2007 and represent the thirteenth consecutive year of revenue growth for our company. Net income increased 73% to $55.5
million for the year ended December 31, 2008, compared to $32.2 million in 2007. The comparability of our operating results
were impacted by a significant investment banking transaction in the second quarter of 2007, Ryan Beck acquisition-related
expenses of $31.3 million during 2007, and the inclusion of the full twelve months of operations for Ryan Beck and Stifel Bank in
2008, which were acquired on February 28 and April 2, 2007, respectively. See “Results of Operations — Total Company” herein
for more details.

Our revenue growth was primarily derived from increased commissions, principal transactions, and asset management and
services fees; however, certain of our business activities were impacted by the particularly challenging equity market conditions

as evidenced by the decline of our investment banking revenues of $85.7 million from the year ago period. The market turmoil
has contributed to increased commissions and principal transactions revenues for the Equity Capital Markets and Fixed Income
Capital Markets segments as institutions rebalanced their portfolios to diminish exposure to the markets. Additionally, the market
upheaval and the resultant failure of some Wall Street firms have led to increased market share of institutional business for our
company. The market curmoil has led to a decrease in the value of our customers’ assets and a decrease in customer margin receiv-
ables. As a result, Private Client Group commissions, asset management and service fees, and margin interest income decreased in
the fourth quarter and may diminish in the future. Our business does not produce predictable earnings and is potentially affected
by many risk factors, such as the global economic and credit slowdown, among others. See Item 1A, “Risk Factors,” of this report
for a further discussion of the factors that may affect our future operating results.

External Factors Impacting Our Business

Our results of operations are materially affected by conditions in the financial markets and economic conditions generally, both

in the United States and elsewhere around the world. Dramatic declines in the U.S. housing market over the past year, together
with increasing foreclosures and unemployment, have resulted in significant write-downs of asset values by financial institutions,
including government-sponsored entities as well as major commercial and investment banks. These write-downs, which were
initially associated with mortgaged-backed securities but which have substantially spread to credit default swaps and other derivative
sccurities, in turn have caused many financial institutions to seck additional capital, to merge with larger and stronger institutions,
and, in some cases, to fail. Reflecting concern about the stability of the financial markets generally and the strength of counterparties,
many lenders and institutional investors have ceased to provide funding to even the most creditworthy borrowers. This market
turmoil and tightening of credit have led to an increased level of commercial and consumer delinquencies, lack of consumer
confidence, increased market volatility, and widespread reduction of business activity generally. The global markets continue to

be very volatile. At December 31, 2008, the key indicators of the markets’ performances, the Dow Jones Industrial Average, the
NASDAQ), and the S&P 500, closed approximately 34%, 41%, and 38%, respectively, lower than their December 31, 2007,
closing prices. Given such factors, the current year results may not be indicative of future results.
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Although we do not engage in any significant proprietary trading for our own account, the inventory of securities held o facilitate
customer trades and our market-making activities are sensitive to market movements. We do not have any significant direct exposure
to the sub-prime market crisis, but are subject to market fluctuations resulting from news and corporate events in the sub-prime
mortgage markers, associated write-downs by other financial services firms, and interest rate fluctuations. Stock prices for companies
in this industry, including Stifel Financial Corp., have been volatile as a result of reactions to the global credit crisis and the continued
volatility in the financial services industry. We will continue to monitor our market capitalization and review for potential goodwill
asset impairment losses if events or changes in circumstances occur that would more likely than not reduce the fair value of the asset
below its carrying amount.

In connection with ARS, our broker-dealer subsidiaries have been subject to ongoing investigations, which include inquiries from
the SEC, FINRA, and several state regulatory agencies, with which we are cooperating fully. We are also named in a class action
lawsuit similar to that filed against a number of brokerage firms alleging various securities law violations, which we are vigorously
defending. As of February 20, 2009, our clients held approximately $243.0 million of ARS. We are, in conjunction with other
industry participants, actively seeking a solution to ARS illiquidity. See Item 3, “Legal Proceedings,” in this report for further details
regarding ARS investigations and claims.

In addition to the ARS held by our clients, we held $18.5 million of ARS at December 31, 2008, in our inventory of trading
securities, which were classified as Level 111 financial inscruments. Additionally, we held a $10.0 million par value asset-backed
security, consisting of collateralized debt obligation trust preferred securities related primarily to banks, which is carried at $7.6
million in our held-to-maturity portfolio. This investment was also classified as a Level III financial instrument ac December 31,
2008. See the section entitled “Liquidity and Capital Resources” herein regarding the valuation of our financial instruments.

In addition, see Note 6 of the Notes to Consolidated Financial Statements for further information regarding our securities.

Results of Operations — Total Company

The following table presents consolidated financial information for the years indicated:

Years Ended
December 31, 2008 December 31, 2007 December 31, 2006
% of Net % Increase / % of Net % Increase / % of Net

(in thousands) Amount  Revenue (Decrease) Amount Revenue  (Decrease) Amount Revenue
Revenues
Commissions and principal transactions $634,375 73% 40 % $454,762 60% 59 % $285,421 63%
Investment banking 83,710 9 (51) 169,413 22 104 82,856 18
Asset management and scrvice fees 119,926 14 18 101,610 13 76 57,713 13
Interest 50,148 6 (15) 59,071 8 65 35,804 8
Other 688 -- (92) 8,234 1 ( 14) 9,594 2
‘Tortal revenues 888,847 102 12 793,090 104 68 471,388 104
Interest expense 18,510 2 (38) 30,025 4 53 19,581 4
Net revenues 870,337 100 14 763,065 100 69 451,807 100
Non-interest expenses
Employee compensation and benefits 582,778 67 7 543,021 71 65 329,703 73
Occupancy and equipment rental 67,984 8 18 57,796 8 88 30,751 7
Communication and office supplies 45,621 5 8 42,355 6 59 26,666 6
Commissions and floor brokerage 13,287 2 34 9,921 1 55 6,388 1
Other operating expenses 68,898 8 23 56,126 7 76 31,930 7
Total non-interest expenses 778,568 90 10 709.219 93 67 425,438 94
Income before income taxes 91,769 10 70 53,846 7 104 26,369 6
Provision for income taxes 36,267 4 67 21,676 3 98 10,938 3
Net income $ 55,502 6% 73 % $ 32,170 4% 108 % $ 15,431 3%
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Net Interest Analysis

The following table presents average balance data and operating interest income and expense data, as well as related interest yields
for the years indicated:

Years Ended
December 31, 2008 December 31, 2007 December 31, 2006
Operating Operating Operating
Interest Interest Interest
Average Income /  Average Average Income/  Average Average Income /  Average

.( in thousands, except rates) Balance Expense Yield / Cost Balance Expense Yield/ Cost  Balance Expense Yield / Cost

Interest-Earning Assets:

Margin balances of

Stifel Nicolaus' $382,536  $20,930 5.47% $332,196  $26,565 8.00% $234,557  $19,090  8.14%
Interest-earning asscts of

Stifel Bank? 273,893 15,253 5.57% 188,022 9,400 6.67% -- -- --
Stock borrow of

Stifel Nicolaus 61,097 733 1.20% 37,019 1,342 3.63% 66,747 2,324 3.48%
Other 13,232 21,764 14,390
Total interest income $50,148 $59,071 $35,804

Interest-Bearing Liabilities:

Stifel Nicolaus short-term

borrowings $132,660 $ 3,021 2.28% $156,778 $ 7,626 4.86% $149,108 $ 7,735 5.19%
Interest-bearing liabilities of

Stifel Bank® 229,205 5,434 2.37% 152,284 5,469 4.79% - - - --
Stock loan of Stifel Nicolaus 105,424 2,608 2.47% 119,590 5,764 4.82% 114,876 5,697 4.96%
[nterest-bearing liabilities of

unconsolidared subsidiaries 93,019 6,233 6.70% 99,679 6,849 6.87% 70,583 5,369 7.61%
Other 1,213 4,317 780
Total interest expense 18,509 30,025 19,581
Net interest income $31,639 $29,046 $16,22°

' Average margin balances increased as a result of the acquisition of Ryan Beck and the growth in the Private Client Group segment.
*Stifel Bank was acquired on April 2, 2007. See Results of Operations — Stifel Bank for further details.

2008 As Compared to 2007 — Total Company

Except as noted in the following discussion of variances for the total Company and the ensuing segment results, the underlying
reasons for the increase in revenue and expense categories can be attributed principally to the acquisitions of Ryan Beck and Stifel
Bank in 2007 and the increased number of Private Client Group offices and financial advisors. Ryan Beck’s and Stifel Bank’s results
of operations are included in our results of operations prospectively from their respective dates of acquisition of February 28, 2007
and April 2, 2007. As such, the results of operations for 2007 include only ten months of Ryan Beck’s results of operations and
nine months of Stifel Bank’s results of operations. For the twelve months ended December 31, 2008, Ryan Beck contributed
$187.8 million in net revenues compared to $180.8 million in the twelve months ended December 31, 2007, and income before
income taxes of $26.9 million for the twelve months ended December 31, 2008, compared to a loss before income taxes ot $14.3
million for the twelve months ended December 31, 2007. Stifel Bank contributed $9.6 million in net revenues and income before
income taxes of $0.6 million for the twelve months ended December 31, 2008, compared to $4.8 million in net revenues and
$1.0 million in income before income taxes for the twelve months ended December 31, 2007.

Our net revenues (total revenues less interest expense) increased $107.2 million to a record $870.3 million for the twelve months
ended December 31, 2008, a 14% increase over the $763.1 million recorded for the twelve months ended December 31, 2007,
and represented the thirteenth consecutive annual increase in net revenues.

Commissions and principal transactions revenues increased 40% to $634.4 million in 2008 from $454.8 million in 2007, with
increases of 12%, 33%, and 198% in the Private Client Group, Equity Capital Markets, and Fixed Income Capital Markets
segments, respectively, primarily resulting from the aforementioned growth and market volatility leading to increased commissions,
principally in over-the-counter stocks, and increased principal transactions, primarily in mortgage-backed securities, municipal debr,
and corporate debt.
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Investment banking revenues decreased 51% to $83.7 million in 2008 from $169.4 million in 2007 due to the industry-wide
decline in common stock offerings and mergers and acquisitions caused by challenging capital market conditions. Capital-raising
revenues decreased 53% to $45.2 million in 2008 from $95.1 million in the prior year period, and strategic advisory fees decreased
48% to $38.5 million in 2008 from $74.3 million in 2007. Additionally, during the second quarter of 2007, we closed on a
significant corporate finance investment banking transaction, which contributed $24.7 million in revenues.

Asset management and service fee revenues increased 18% to $119.9 million in 2008 from $101.6 million in the prior year
period, primarily resulting from an 11% increase in the number of Stifel Nicolaus managed accounts and increased distribution
fees for money market funds, principally FDIC-insured accounts, attributable principally to the Ryan Beck acquisition and the
continued growth of the Private Client Group, offset by a 13% decrease in the value of assets in fee-based accounts. See Assets in
Fee-Based Accounts included in the table within “Results of Operations — Private Client Group.”

Other revenues decreased $7.5 million to $0.7 million in 2008 from $8.2 million in 2007, principally due to investment losses of
$7.5 million in 2008 as a result of the downturn in the equity markets, a write-down of investments due to a decline in value, and
an impairment charge of $2.4 million on $4.0 million of asset-backed securities recorded during the fourth quarter due to an other-
than-temporary decline in value at Stifel Bank. The losses were offset by a $6.7 million gain before certain expenses and taxes on
the extinguishment of $12.5 million of 6.78% Stifel Financial Capital Trust IV Cumulative Preferred Securities in December
2008. We issued 142,196 shares of our common stock in exchange for $12,500 par value of 6.78% Cumulative Trust Preferred
Securities, originally offered and sold by Stifel Financial Capital Trust IV. As a result, the Company extinguished $12,500 of its
debenture to Stifel Financial Capital Trust IV in the fourth quarter of 2008.

Interest revenues decreased 15%, or $9.0 million, to $50.1 million in 2008 from $59.1 million in 2007, principally as a result of
a $8.4 million decrease in interest revenues on fixed income inventory held for sale to clients and decreased interest revenues of
$5.6 million from customer margin borrowing, partially offset by increased interest revenues of $5.6 million from interest-earning
assets of Stifel Bank. The average margin balances of Stifel Nicolaus increased to $382.5 million in 2008 compared to $332.2 million
in 2007 at weighted average interest rates of 5.47% and 8.00%, respectively. The average interest-earning assets of Stifel Bank
increased to $273.9 million in 2008 compared to $188.0 million in 2007 at weighted average interest rates of 5.57% and 6.67%,
respectively. Interest expense decreased 38%, or $11.5 million, to $18.5 million in 2008 from $30.0 million in 2007, principally
as a result of decreased interest rates charged by banks on decreased levels of borrowings to finance customer borrowing and firm
inventory and decreased interest rates on stock loan borrowings. See “Net Interest Analysis” above for more details.

Employee compensation and benefits increased 7%, or $39.8 million, to $582.8 million in 2008 from $543.0 million in 2007,
principally due to increased commissions and principal transactions revenue production. As a percentage of net revenues, employee
compensation and benefits totaled 67% in 2008 compared to 71% in 2007. Included in compensation and benefits in 2007 is
$24.9 million of acquisition-related expenses associated with the Ryan Beck acquisition, principally a charge related to the accelera-
tion of vesting arising from the amendment of the Ryan Beck deferred compensation plans. A portion of employee compensation
and benefits includes transition pay, principally in the form of upfront notes and accelerated payout in connection with our
continuing expansion efforts, of $27.1 million (3% of net revenues) and $25.4 million (3% of net revenues) for the twelve months
ended December 31, 2008 and 2007, respectively. The upfront notes are amortized over a five- to ten-year period. In addition, for
the twelve months ended December 31, 2008 and 2007, employee compensation and benefits includes $25.6 million and $24.2
million, respectively, for amortization of units awarded to LM Capital Markets associates. These units were fully amortized as of
December 31, 2008.

Occupancy and equipment rental, communication and office supplies commissions and floor brokerage, and other operating
expenses increased principally due to the acquisitions and our expansion of the Equity Capital Markets and Fixed Income Capital
Markets segments and continued expansion of the Private Client Group. Additionally, a change in the second quarter of 2008 to

a third-party vendor for services resulted in $6.1 million of expenses previously accounted for as communication and office supplies
that are now accounted for as commissions and floor brokerage. This resulting increase in commissions and floor brokerage expenses
was partially offset by a rebate of $1.5 million received in the first quarter of 2008 related to clearing fees paid in 2007. In the
fourth quarter of 2008 we recorded a contingency charge of $5.3 million related to the previously announced voluntary partial
repurchase plan for certain ARS. Included in 2007 other operating expenses is a $1.3 million charge for the write off of deferred
issuance costs related to the 9% Stifel Financial Capital Trust I Convertible Preferred Securities called on July 13, 2007.

The provision for income taxes was $36.3 million in 2008, representing an effective tax rate of 39.5%, compared to $21.7 million
in 2007, representing an effective tax rate of 40.3%. The higher effective tax rate in 2007 was due to the proportionately higher
level of non-deductible expenses to net income.

Net income increased 73%, or $23.3 million, to $55.5 million in 2008, compared to $32.2 million in 2007, principally due to
the increase in net revenues and the scalability of increased production and lower acquisition-related charges.

2007 As Compared to 2006 — Total Company

Except as noted in the followmg discussion of variances for the total Company and the ensuing segment results, the underlying
reasons for the increase in revenue and expense categories can be attributed principally to the acquisitions discussed above and the
increased number of Private Client Group offices and financial advisors.

Our net revenues (total revenues less interest expense) increased $311.3 million to a record $763.1 million in 2007, a 69% increase
over the $451.8 million recorded in 2006, and represented the twelfth consecutive annual increase in net revenues.
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Commissions and principal transactions increased 59% to $454.8 million in 2007 from $285.4 million in 20006, with revenue
increases of 85%, 31%, and 27% in the Private Client Group, Equity Capital Markets, and Fixed Income Capital Markets segments,
respectively, resulting from improved markets for equity-based products and the aforementioned growth.

Investment banking revenues increased 104% to $169.4 million in 2007 from $82.9 million in 2006. During the second quarter
of 2007, we closed on a significant corporate finance investment banking transaction which contributed approximately $24.7
million in revenue. Capital-raising revenue increased 116% to $95.1 million from $44.0 million in the prior year as a result of an
increased number of completed transactions for both equity and fixed income underwriting. In addition, strategic advisory fees
increased 91% to $74.3 million from $38.9 million in 2000.

Asser management and service fees increased 76% to $101.6 million from $57.7 million in the prior year, resulting from a 68%
increase in the number of Stifel Nicolaus managed accounts and an 81% increase in the value of assets in fee-based accounts
attributable to the continued growth of the Private Client Group. See Assets in Fee-Based Accounts included in the table within
“Resulrs of Operations — Private Client Group.”

Other revenues decreased 14% to $8.2 million in 2007 from $9.6 million in 2006, principally due to a $5.5 million net gain on
investments recorded in 2006 on the Company’s NYSE seat membership as a result of receiving shares of NYSE Group common
stock in conjunction with the New York Stock Exchange merger with Archipelago Holdings, Inc. This decrease was partially offset
by a $3.8 million gain before certain expenses and taxes on the extinguishment of $10.0 million of 6.78% Stifel Financial Capital
Trust IV Cumulative Preferred Securities in December 2007.

Interest revenue increased 65% to $59.1 million in 2007 from $35.8 million in 2006 as a result of interest revenue generated from
the newly acquired Stifel Bank (Stifel Bank segment), increased revenue on fixed income inventory held for sale to clients, and
increased revenue on customer margin accounts, partially offset by decreased revenue from stock borrow activities. Increases in
revenue on customer margin accounts resulted from an increase in average margin borrowings. Interest expense increased 53% to
$30.0 million in 2007 as a result of interest related to money market, savings, and time deposit accounts of Stifel Bank, interest
related to increased costs to carry higher levels of firm inventory, increased interest expense resulting from the debentures issued in the
first and second quarter of 2007, and increased rates charged for bank borrowings and stock loans to finance customer borrowings.

Employee compensation and benefits increased 65% to $543.0 million in 2007 from $329.7 million in 2000. As a percentage

of net revenue, employee compensation and benefits totaled 71% in 2007 compared to 73% in 2006. A portion of employee
compensation and benefits includes transition pay, principally in the form of upfront notes and accelerated payout in connection
with our continuing expansion efforts, of $25.4 million (3% of net revenue) and $14.0 million (3% of net revenue) for the twelve
months ended December 31, 2007 and December 31, 2006, respectively. The upfront notes are amortized over a five- to ten-year
period.

In addition, for the twelve months ended December 31, 2007, compensation and benefits includes: 1) compensation charges of
approximately $24.2 million for amortization of units awarded to LM Capital Markets associates, severance, and contractually-
based compensation above standard performance-based compensation; 2) $24.9 million in connection with the Ryan Beck acqui-
sition, primarily related to the acceleration of vesting arising from the amendment of the Ryan Beck deferred compensation plans;
and 3) compensation expense related to the amortization of employee loans and restricted stock units issued for the Ryan Beck
retention program. The Ryan Beck deferred compensation plans were amended to reduce the service requirement for vesting

in the plans. For the twelve months ended December 31, 2006, compensation and benefits includes $39.8 million consisting of:
1) a compensation charge of approximately $9.8 million for the difference between the $16.67 per share offering price and the
grant date fair value of $22.85 per share for the private placement of its common stock to key associates of the LM Capital Markets
business; and 2) compensation charges of $30.0 million for amortization of units awarded to LM Capital Markets associates,
severance, and contractually-based compensation above standard performance-based compensation.

Occupancy and equipment rental increased 88% to $57.8 million from $30.8 million in 2006. These costs were approximately
8% and 7% of net revenues in 2007 and 2006, respectively. Communications and office supplies, commissions and floor broker-
age expenses, and other operating expenses all increased proportionately to net revenues, representing approximately 6%, 1%,
and 7% of net revenues, respectively, for each period. The increased expenses are primarily due to the acquisitions and continued
expansion of the Private Client Group. Included in 2007 other operating expenses is a $1.3 million charge for the write oft of
deferred issuance costs related to the 9% Stifel Financial Capital Trust I Cumulative Preferred Securitices called on July 13, 2007.

The provision for income taxes was $21.7 million in 2007, representing an effective tax rate of 40.3% in 2007, compared to $10.9
million in 2006, representing an effective tax rate of 41.5% in 2006. The decrease in the effective tax rate is primarily attributable
to lower amounts of non-deductible permanent items in relation to pre-tax net income.

Net income increased $16.7 million, or 108%, to $32.2 million in 2007 compared to $15.4 million in 2006. The 2007 results
include approximately $25.1 million in pre-tax acquisition-related charges resulting from the LM Capirtal Markets acquisition,
primarily stock-based compensation discussed previously, and $31.7 million in connection with the Ryan Beck acquisition, prin-
cipally consisting of $24.9 million of compensation and benefits expenses discussed previously, and approximately $6.4 million

of other non-compensation charges. I'he 2006 results include approximately $41.4 million in pre-tax acquisition-related charges,
resulting from the LM Capital Markets acquisition discussed previously. The 2007 results also include a $3.8 million gain before
certain expenses and taxes on the extinguishment of $10.0 million of 6.78% Stifel Financial Capital Trust IV Cumulative Preferred
Securities in December 2007, while the 2006 results include a $5.5 million pre-tax gain resulting from the sale of NYSE Group
shares and the subsequent market adjustment of remaining NYSE Group shares related to our NYSE seat.
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Segment Analysis

Our reportable segments include the Private Client Group, Equity Capital Markets, Fixed Income Capital Markets, Stifel Bank,
and Other.

The Private Client Group segment includes branch offices and independent contracror offices of our broker-dealer subsidiaries
located throughout the U.S., primarily in the Midwest and Mid-Atlantic regions with a growing presence in the Northeast, Southeast,
and Western United States. These branches provide securities brokerage services, including the sale of equities, mutual funds, fixed
income products, and insurance, as well as offering banking products to their private clients through Stifel Bank.

The Equity Capital Markets segment includes corporate finance management and participation in underwritings (exclusive of sales
credits, which are included in the Private Client Group segment), mergers and acquisitions, institutional sales, trading, research,
and market making.

The Fixed Income Capital Markets segment includes public finance, institutional sales and competitive underwriting, and trading.

The Stifel Bank segment includes the results of operations beginning prospectively from the date of acquisition on April 2, 2007,
and includes residential, consumer, and commercial lending activities, as well as FDIC-insured deposit accounts to customers of
our broker-dealer subsidiaries and to the general public.

The Other segment includes interest income from stock borrow activities, unallocated interest expense, interest income and gains
and losses from investments held, and all unallocated overhead cost associated with the execution of orders; processing of securities
transactions; custody of client securities; receipt, identification, and delivery of funds and securities; compliance with regulatory
and legal requirements; internal financial accounting and controls; acquisition charges related to the LM Capital Markets and
Ryan Beck acquisitions, and general administration.

We evaluate the performance of our segments and allocate resources to them based on various factors, including prospects for
growth, return on investment, and return on revenues.

Results of Operations — Private Client Group

The following table presents consolidated financial information for the Private Client Group segment for the years indicated:

Years Ended
December 31, 2008 December 31, 2007 December 31, 2006
% of Net % Increase / % of Net % Increase / % of Net

(in thousands) Amount  Revenue  (Decrease) Amount Revenue (Decrease) Amount Revenue
Revenues

Commissions and principal transactions  $ 316,120 69% 12 % $281,350 65% 85% $152,059 66%

Investment banking 15,515 3 (61) 40,071 9 201 13,294 6

Asset management and service fees 119,047 26 18 101,128 23 75 57,657 25

Interest 22,954 b) (27) 31,241 7 54 20,281 9

Other ( 816) - - nm 1,054 - - 47 716 - -
Total revenues 472,820 103 4 454,844 104 86 244,007 106

Interest expense 11,389 3 (41) 19,133 4 51 12,643 6
Net revenues 461,431 100 6 435,711 100 88 231,364 100
Non-interest expenses

Employee compensation and benefits 285,641 62 4 274,115 63 90 144,390 62

Occupancy and equipment rental 35,172 8 23 28,625 6 102 14,137 6

Communication and office supplies 18,913 4 20 15,781 4 97 8,014 4

Commissions and floor brokerage 4,452 1 (6) 4,747 1 2 4,643 2

Other operating expenses 19,775 4 16 17,090 4 72 9,962 4
Total non-interest expenses 363,953 79 7 340,358 78 88 181,146 78
Income before income taxes $ 97,478 21% 2% $ 95,353 22% 90% $ 50,218 22%

nm — not meaningful
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December 31, 2008

December 31, 2007

December 31, 2006

Branch offices (actual) 196 148 111
Financial advisors (actual) 1,142 966 556
Independent contractors (actual) 173 197 179
Assets in Fee-Based Accounts

Value (in thousands) $5,775,565 $6,668,882 $3,692,655
Number of accounts (actual) 24,177 21,803 13,010

2008 Compared to 2007 — Private Client Group

Private Client Group net revenues increased 6% to a record $461.4 million in 2008, compared to $435.7 million in 2007 as a result
of increases in commissions and principal transactions and asset management and service fees, partially offsct by a decrease in
investment banking revenues and other revenues. Commissions and principal transactions increased primarily due to the increased
number of branch locations resulting from the Ryan Beck acquisition and the continued expansion of the Private Client Group
and an increase in the number of financial advisors as indicated in the table above. Investment banking, which represents sales
credits for investment banking underwritings, decreased 61%, principally reflecting a decline in industry-wide equity offerings.
Asset management and service fees increased principally due to increased distribution fees for money market funds, principally
FDIC-insured accounts, attributable principally to the Ryan Beck acquisition and the continued growth of the Private Client
Group, offset by a 13% decrease in the value of assets in fee-based accounts. Other revenues decreased principally due to losses on
investments to hedge financial advisors’ deferred compensation in 2008 compared to investment gains in 2007.

Interest revenues for the Private Client Group decreased 27% to $23.0 million in 2008 compared to $31.2 million in 2007, prin-
cipally due to lower average interest rates on customer margin borrowing to finance trading activity and lower average customer
margin balances. Interest expense decreased 41% to $11.4 million in 2008 compared to $19.1 million for the prior year, principally
as a result of decreased interest rates charged by banks on decreased levels of borrowings to finance customer borrowings.

Non-interest expenses increased 7% to $364.0 million in 2008 compared to $340.4 million 2007. Employee compensation and
benefits increased 4%, principally as a result of increased variable compensation, which increased in conjunction with increased
production, and increased fixed compensation as a result of the Ryan Beck acquisition and the continued expansion of the Private
Client Group. Employee compensation and benefits includes transition pay of $27.0 million (6% of net revenues) and $22.6
million (5% of net revenues) in 2008 and 2007, respectively, principally in the form of upfront notes and accelerated payouts in
relation to our expansion efforts and retention awards issued in connection witch the Ryan Beck acquisition. As a percentage of net
revenues, employee compensation and benefits decreased to 62% in 2008 compared to 63% in 2007 as a result of increased net
revenues and the conversion of Ryan Beck financial advisors to the Stifel Nicolaus lower payout schedule effective January 1, 2008.
Other non-employee compensation and benefits expenses increased principally due to the increase in new branch offices and
financial advisors, and the increased depreciation expense associated with the investment in infrastructure, primarily communication
and quote equipment, for the Ryan Beck offices.

Income before income taxes for the Private Client Group increased 2% to $97.5 million in 2008 compared to $95.4 million in
2007 as a result of increased net revenues and the scalability of increased production.

2007 Compared to 2006 — Private Client Group

Private Client Group net revenues increased 88% to a record $435.7 million in 2007 compared to $231.4 million in 2006.
Commissions and principal transactions increased primarily due to the increased number of branch locations and financial advisors
and an increase in the average annual production per financial advisor. Average annual production per financial advisor for financial
advisors employed greater than one year, excluding Ryan Beck financial advisors, increased 11% to $0.4 million. Sales credits from
investment banking increased due to increased activity, principally corporate finance as a result of the increased number of completed
transactions for equity underwritings. Asset management and service fees increased principally due to increased wrap fees, resulting
from an increase in the number and value of managed accounts.

Interest revenues for the Private Client Group increased as a result of increased rates charged to customers for margin borrowings to
finance trading activity. Interest expense increased as a result of increased rates from banks to finance those customer borrowings.

Non-interest expenses increased 88% to $340.4 million compared to $181.1 million in 2006. Employee compensation and
benefits increased 90%, principally as a result of increased variable compensation, which increased in conjunction with increased
production and increased fixed compensation as a result of our continued expansion of the Private Client Group. Employec
compensation and benefits includes transition pay of $22.6 million (5% of net revenues) and $11.7 million (5% of net revenues)
in 2007 and 2006, respectively, principally in the form of upfront notes and accelerated payouts in connection with our expansion
efforts and retention awards issued in connection with the Ryan Beck acquisition. As a percentage of net revenues, employee
compensation and benefits increased to approximately 63% in 2007 compared to approximately 62% in 2006. Other non-employee
compensation and benefits expenses increased proportionately with the increase in net revenues.

Income before income taxes for the Private Client Group increased 90% to $95.4 million in 2007 compared to $50.2 million in
2006 as a result of increased net revenues and the leverage in increased production.
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Results of Operations — Equity Capital Markets

The following table presents consolidated financial information for the Equity Capital Markets segment for the years indicated:

Years Ended
December 31, 2008 December 31, 2007 December 31, 2006
% of Net % Increase / % of Net % Increase / % of Net
(in thousands) Amount  Revenue (Decrease) Amount Revenue (Decrease) Amount Revenue
Revenues
Commissions and principal transactions  $159,629 74% 33 % $120,204 50% 31% $ 91,547 61%
Investment banking 54,538 25 ( 53) 116,926 49 104 57,233 38
Other 1,619 1 3 1,577 1 8 1,462 1
Total revenues 215,786 100 (10) 238,707 100 59 150,242 100
Interest expense 239 -- ( 63) 643 -- 215 204 --
Net revenues 215,547 100 (10) 238,064 100 59 150,038 100
Non-interest expenses
Employce compensation and benefits 135,520 63 ( 6) 143,718 60 64 87,840 59
Occupancy and equipment rental 10,534 5 42 7,431 3 59 4,686 3
Communication and office supplies 14,330 6 (9 15,739 7 32 11,888 8
Commissions and floor brokerage 8,397 4 178 3,023 1 83 1,655 1
Other operating expenses 17,308 8 12 15,495 7 29 12,010 8
Total non-interest expenses 186,089 86 -- 185,406 78 57 118,079 79
Income before income taxes $ 29,458 14% ( 44)% $ 52,658 22% 65% $ 31,959 21%

2008 Compared to 2007 — Equity Capital Markets

Equity Capital Markets recorded net revenues of $215.5 million in 2008, a decrease of 10% compared to $238.1 million in 2007,
principally due to the decrease in investment banking activity resultmg from the industry-wide difficult capital market conditions,
partially offset by increased commissions and principal transactions, which increased 33% to $159.6 million. Investment banking
revenues decreased 53% to $54.5 million in 2008, reflecting a 54% decrease in financial advisory fees to $32.7 million and a 52%
decrease in equity financing revenues to $21.9 million.

Non-interest expenses increased $0.7 million to $186.1 million in 2008 compared to $185.4 million in 2007. Employee compensa-
tion and benefits as a percentage of net revenues increased to 63% in 2008 compared to 60% in 2007, principally due to increased
fixed compensation and benefits associated with our expansion of the Equity Capital Markets segment and decreased net revenues.
Increases in occupancy and equipment rental, commission and floor brokerage, and other operating expenses can be attributed

to our expansion of the Equity Capital Markets segment, including the Ryan Beck acquisition, and increased expenses associated
with the new downtown Baltimore location for our capital markets operations, which was occupied beginning in the fall of 2007.
Additionally, with our change in a third-party vendor for services, $6.1 million previously recorded as communication and office
supplies are now being recorded as commission and floor brokerage.

Income before income taxes decreased 44% to $29.5 million in 2008 compared to $52.7 million in 2007, principally as a result of
the increased costs attributable to the growth of the segment and the decrease in investment banking revenues during 2008.

2007 Compared to 2006 — Equity Capital Markets

Equity Capital Markets recorded record net revenues of $238.1 million in 2007, an increase of 59% compared to the $150.0 million
in 20006, principally due to increased commissions and principal transactions, which increased 31% to $120.2 million and increased
investment banking revenue, which increased 104% to $116.9 million. Investment banking revenue increased principally due to
financial advisory fees of $71.5 million, a 93% increase compared to 2006, and equity financing revenue of $45.4 million, up 126%
compared to 2006. During the second quarter of 2007, we closed on a significant corporate finance investment banking transaction
which contributed approximately $24.7 million in revenue.

Non-interest expenses increased 57% to $185.4 million in 2007 compared to $118.1 million in 2006, principally due to a 64%
increase in employee compensation and benefits to $143.7 million in 2007 compared to $87.8 million in 2006. The increase in
employee compensation and benefits is primarily due to an increase in variable compensation associated with increased revenue. As a
percentage of net revenues, employee compensation and benefits was approximately 60% and 59% in 2007 and 20006, respectively.
Increases in all non-compensation expense categories can be attributed to the increased revenue and the acquisition of Ryan Beck.

Income before income taxes increased 65% to $52.7 million in 2007 compared to $32.0 million in 2006 as a result of the 59%
increase in net revenues and the leverage in increased production.
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Results of Operations — Fixed Income Capital Markets

The following table presents consolidated financial information for the Fixed Income Capital Markets segment for the years indicated:

Years Ended
December 31, 2008 December 31, 2007 December 31, 2006
% of Net % Increase / % of Net % Increase / % of Net
(in thousands) Amount  Revenue  (Decrease) Amount Revenue (Decrease) Amount Revenue
Revenues
Commissions and principal transactions  $158,625 90% 198 % $53,164 82% 27 % $41,816 78%
Investment banking 13,658 8 8 12,647 19 3 12,330 23
Interest 8,871 5 ( 56) 19,954 31 4 19,231 36
Other 18 - - 50 12 -- 200 4 --
Total revenues 181,172 103 111 85,777 132 17 73,381 137
Interest expense 5,992 3 (71 20,910 32 6 19,811 37
Net revenues 175,180 100 170 64,867 100 21 . 53,570 100
Non-interest expenses
Employee compensation and benefits 98,159 56 121 44,427 69 34 33,163 62
Occupancy and equipment rental 3,660 2 9 3,373 5 46 2,304
Communication and office supplies 4,757 3 15 4,140 6 20 3,461
Commissions and floor brokerage 409 - - 89 216 -- 137 91 --
Orther operating expenses 5,760 3 27 4,520 7 15 3,931 7
Total non-interest expenses 112,745 64 929 56,676 87 32 42,950 80
Income before income taxes $ 62,435 36% nm $ 8,191 13% ( 23)% $10,620 20%

nm — not meaningful

2008 Compared to 2007~ Fixed Income Capital Markets

Fixed Income Capital Markets net revenues in 2008 increased 170% to a record $175.2 million compared to net revenues of $64.9
million in 2007, principally due to an increase in principal transactions, primarily corporate debt, municipal debt, and mortgage-
backed bonds due to turbulent markets and insticutional customers returning to traditional fixed income products. Interest revenues
decreased 56% to $8.9 million, principally as a result of decreased fixed income inventory held for sale to clients. Interest expense
decreased 71% to $6.0 million as a result of decreased interest expense incurred to carry the lower levels of such inventory.

Non-interest expenses increased $56.1 million, or 99%, to $112.7 million in 2008, principally due to a 121% increase in employee
compensation and benefits, which primarily increased as a result of increased productivity. Employee compensation and benefits

as a percentage of net revenues decreased to 56% in 2008 from 69% in 2007, reflecting the increased production. Occupancy and
equipment rental, communications and office supplies, and other operating expenses increased, principally due to office expansion.

Income before income taxes increased $54.2 million to $62.4 million in 2008 from $8.2 million in 2007 as a result of the increased
net revenues and the scalability of increased production.

2007 Compared to 2006 — Fixed Income Capital Markets

Fixed Income Capital Markets net revenues in 2007 increased 21% to a record $64.9 million compared to 2006 net revenues of
$53.6 million, principally due to an increase in commissions and principal transactions. For the year, investment banking revenues
were essentially flat; however, for the fourth quarter of 2007, investment banking revenues decreased $3.6 million compared to the
year-ago quarter, primarily due to the decrease in interest rates that began in the third quarter and the resultant weaker bond market.

Interest revenue increased $0.7 million, principally as a result of increased interest received on increased levels of fixed income
inventory held for sale to clients for the year. Interest expense increased $1.1 million as a result of increased interest expense incurred
to carry that inventory. As noted previously, we reduced our inventory in fixed income products during the third quarter of 2007
due to trading losses associated with the reduction in long-term interest rates and widening of credit spreads.

Non-interest expenses increased $13.7 million, or 32%, to $56.7 million, primarily due to a 34% increase in employee compen-
sation and benefits, which increased as a result of increased transition pay for the institutional fixed income sales force, increased
variable compensation resulting from increased productivity, and increased fixed compensation associated with an increase in
number of offices and personnel. Employee compensation and benefits as a percentage of net revenue increased to 69% in 2007
from 62% in 2006, primarily due to increased transition pay and fixed compensation as a result of office expansion. Occupancy and
equipment rental, communications and office supplies, and other operating expenses increased, principally due to office expansion.
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Income before income taxes decreased 23% to $8.2 million from $10.6 million in 2006 principally as a result of increased non-
interest expenses due to office expansions.

Results of Operations — Stifel Bank

The following table presents consolidated financial information for the Stifel Bank segment for the years indicated. The results of
operations related to Stifel Bank, acquired on April 2, 2007, are only included in the consolidated statements of operations begin-
ning prospectively from the date of acquisition.

Years Ended
December 31, 2008 December 31, 2007
% of Net % Increase / % of Net
(in thousands) Amount  Revenue  (Decrease) Amount  Revenue
Revenues
Interest $ 15,253 159 % 60 % $ 9449  197%
Other ( 358) ( 4) nm 797 16
‘Total revenues 14,895 155 45 10,246 213
Interest expense 5,321 55 ( 2) 5,446 113
Net revenues 9,574 100 99 4,800 100
Non-interest expenses
Employce compensation and benefits 3,566 37 121 1,613 34
Occupancy and equipment rental 1,028 11 152 408 8
Communication and office supplies 428 5 219 134 3
Provision for loan losses 1,923 20 245 558 11
Other operating expenses 2,010 21 83 1,097 23
Total non-interest expenses 8,955 94 135 3,810 79
Income before income taxes $ 619 6% ( 38)% $ 990 21%

nm — not meaningful

On March 14, 2007, the Federal Reserve Bank of St. Louis approved our application to become a bank holding company. As such,
we are required to meet capital requirements as defined. See Note 17 of the Notes to the Consolidated Financial Statements for the
calculation of our Federal Reserve Capital Amounts.

The growth in Stifel Bank has been primarily driven by the growth in deposits associated with deposits of brokerage customers of
Stifel Nicolaus. At December 31, 2008, the balance of Stifel Nicolaus brokerage customer deposits ar Stifel Bank was $228.7 million
compared to Stifel Nicolaus brokerage customer deposits of $118.2 million at December 31, 2007.

Interest revenues of $15.3 million in 2008 were generated from weighted average interest-earning assets of $273.9 million at a
weighted average interest rate of 5.57%. Interest revenues of $9.4 million in 2007 were generated from weighted average interest-
earning assets of $188.0 million at a weighted average interest rate of 6.67%. Interest-earning assets principally consist of residential,
consumer, and commercial lending activities, securities, and federal funds sold.

Other revenues principally reflect the gain on sale of mortgage loans, which increased due to the growth in mortgage loans
originated and sold. The increase was offset by an impairment charge of $2.4 million on $4.0 million of asset-backed securities
recorded during the fourth quarter. The reclassification of an unrealized mark-to-market loss on these securities to an other-than-
temporary charge to earnings was based upon a detailed impairment analysis of these securities. Qur conclusion considered the
financial condition and near-term prospects of the issuers, and the likelihood of the market value of these instruments increasing
to our initial cost basis within a reasonable period of time.

Interest expense represents interest on customer money market and savings accounts, interest on time deposits, and other interest
expense. The weighted average balance of interest-bearing liabilities during 2008 was $229.2 million at a weighted average interest
rate of 2.37%. The weighted average balance of interest-bearing liabilities during 2007 was $152.3 million at a weighted average
interest rate of 4.79%. See “Distribution of Assets, Liabilities, and Stockholders’ Equity; Interest Rates and Interest Rate Differential”
in this section for more information regarding average balances, interest income and expense, and average interest rate yields.

Non-interest expenses includes employee compensation and benefits, occupancy and equipment rental, and communication and
office supplies primarily related to Stifel Bank’s branch location and leased executive office space, the provision for loan losses,
and other operating expenses, principally legal and accounting, data processing, and other miscellaneous expenses, all of which
increased as a result of the growth of the bank.
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During 2008, the provision for loan loss charged to operations was $1.9 million, with charge-offs of $1.2 million during the
period. During 2007, the provision for loan loss charged to operations was $0.6 million, with charge-offs of $2,000 (actual) fully
recovered. Included in the loan portfolio at December 31, 2008, are impaired loans totaling $0.6 million, for which there are
specific loss allowances of $0.2 million, compared to impaired loans totaling $0.7 million at December 31, 2007, for which there
were specific loss allowances of $0.3 million. There were no other non-accruing loans, and there were no accruing loans delinquent
90 days or more at December 31, 2008 and December 31, 2007. Stifel Bank has no exposure to sub-prime mortgages.

The information required by Securities Act Guide 3 — Statistical Disclosure by Bank Holding Company is presented below:

I. Distribution of Assets, Liabilities, and Stockholders’ Equity; Interest Rates and Interest Rate Differential

The following table sets forth a summary of average balances and interest rates for the year ended December 31, 2008, and the
period April 2 through December 31, 2007:

Year Ended Period
December 31, 2008 April 2 - December 31, 2007*
Interest Average Interest Average
Average Income / Interest Average Income / Interest
(in thousands, except rates) Balance Expense Rate Balance Expense Rate
Assets:
Federal funds sold $ 10,027 $ 214 2.14% $ 24,717 $ 944 5.10%
U.S. Government agencies 13,361 824 6.17 21,490 897 5.57
State and political subdivisions — taxable 9,240 375 4.05 5,238 231 5.88
State and political subdivisions — nonraxable! 1,530 58 3.81 1,527 38 3.32
Mortgage-backed securities 32,916 1,731 5.26 19,473 902 6.18
Corporate bonds 926 57 6.12 664 36 7.18
Asset-backed securities 20,060 1,519 7.57 9,465 517 7.28
FHLB and other capital stock 991 28 2.82 503 19 3.05
Loans® 170,244 9,807 5.76 104,945 5,816 7.39
Loans held for sale 14,598 640 4.38 -- -- - -
Total interest-earning assets 273,893 15,253 5.57% 188,022 9,400 6.67%
Cash and due from banks 3,444 1,696
Other non-interest-earning assets 23,350 16,746
Total assets $ 300,687 $ 206,464
Liabilities:
Deposits:
Demand deposits $ 2,755 $ 44 1.60% $ 1,623 $ 40 3.27%
Money market 178,198 3,491 1.96 92,915 3,290 4.69
Savings 339 3 0.97 495 9 2.42
Time deposits 36,287 1,600 4.41 53,490 1,982 4.94
FHI.B advances 10,739 275 2.56 3,642 145 5.32
Federal funds and repurchase agreements 887 21 2.41 119 3 3.33
Total interest-bearing liabilities 229,205 5,434 2.37% 152,284 5,469 4.79%
Non-interest-bearing deposits 15,293 9,442
Other non-interest-bearing liabilities 1,480 850
Total liabilities 245,978 162,576
Shareholders” equity 54,709 43,888
Total liabilities and shareholders” equiry $ 300,687 $ 206,464
Net interest margin $ 9,819 3.58% $ 3,931 251 %

*Stifel Bank was acquired on April 2, 2007.
' Due to immaterial amount of income recognized on tax-exempt securities, yields were not calculated on a tax equivalent basis.

2 Loans on non-accrual status are included in average balances.
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The following table sets forth an analysis of the effect on net interest income of volume and rate changes for fiscal 2008 compared

to the period April 2 through December 31, 2007.

2008 Compared ro 2007

Increase (Decrease) Due to

(in thousands) Volume Rare Total
Interest income:
Federal funds sold $( 528) 8 510) $(1,044)
U.S. Government agencies ( 490) 118 ( 372)
State and political subdivisions — taxable 183 ( 116) 67
State and political subdivisions — nontaxable -- 8 8
Mortgage-backed securities 729 (201) 528
Corporate bonds 17 ( 8) 9
Asset-backed securities 801 28 829
FHLB and other capital stock 17 ( 14) 3
Loans 4,041 (1,988) 2,053
Loans held for sale 320 320 640
$ 5,090 $(2,369) $2,721
Interest expense:
Deposits: .
Demand deposits $ 26 $C 39 $( 9)
Money market accounts 2,574 (3,439) ( 865)
Savings ( 3) ( 6) ( 9)
Time deposits ( 782) ( 261) (1,043)
FHLB advances 223 ( 141) 82
Federal funds and repurchase agreements 18 ( 2) 16
$ 2,056 $(3,884) $(1,828)

Increases and decreases in interest income and operating interest expense result from changes in average balances (volume) of interest-
carning bank assets and liabilities, as well as changes in average interest rates. The effect of changes in volume is determined by
multiplying the change in volume by the previous year’s average yield/cost. Similarly, the effect of rate changes is calculated by
multiplying the change in average yield/cost by the previous year’s volume. Changes applicable to both volume and rate have been

allocated proportionately.

I1. Investment Portfolio

The following tables provide a summary of the amortized cost and fair values of available-for-sale and held-to maturity securities

for Stifel Bank at December 31, 2008 and 2007:

December 31, 2008

Gross Gross

Amortized Unrealized Unrealized
(in thousands) Cost Gains Losses Fair Value
Available-for-sale:
U.S. Government agencies $ 8,447 $144 $ -- $ 8,591
State and political subdivisions 1,513 19 ( 1) 1,531
Mortgage-backed securities — agency collateralized 12,821 -- ( 391) 12,430
Mortgage-backed sccurities — non-agency collateralized 23,091 -- (5,669) 17,422
Asset-backed securities 11,400 - ( 977) 10,423

$57,272 $163 $(7,038) $50,397
Held-to-maturity:
Asset-backed securities $ 7,574 $ -~ $ -- $ 7,574
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December 31, 2007

Gross Gross

Amortized Unrealized Unrealized
(in thousands) Cost Gains Losses Fair Value
Available-for-sale:
U.S. Government agencies $22.485 $278 $( 1) $22.762
State and political subdivisions 15,121 5 - - 15,126
Mortgage-backed securities — agency collateralized 13,465 -- ( 10) 13,455
Mortgage-backed securities — non-agency collateralized 14,444 232 - - 14,676
Corporate bonds 2,993 -- ( 23) 2,970
Asset-backed securities 19,699 -- (1,581) 18,118

$88,207 $515 $(1,615) $87,107

The maturities and related weighted average yields of available-for-sale and held-to-maturity securities at Stifel Bank at December 31,

2008, are as follows:

Within 1-5 5-10 After 10
(in thousands, except rates) 1 Year Years Years Years Total
Available-for-sale:*
U.S. Government agencies $  -- $1,051 $ 7,540 $ - - $ 8,591
State and political subdivisions -- 1,531 -- - 1,531
Mortgagc—backcd securities — agency collateralized -- .- - - 12,430 12,430
Mortgage-backed securities — non-agency collateralized - - -- 8,502 8,920 17,422
Asset-backed securities 4,012 6,411 -- -- 10,423
$4,012 $8.993 $16,042 $21,350 $50,397
Held-to-maturity:
Asset-backed securities - - - - -- 7.574 7.574
Weighted average yield 3.03% 4.77% 5.80% 3.92% 4.51%

*Due to immaterial amount of income recognized on rax-exempt securities, yields were not calculated on a tax equivalent basis.

Stifel Bank did not hold securities from any single issuer that exceeded ten percent of our company’s equity at December 31, 2008.

III. Loan Portfolio

The following table provides a summary of Stifel Bank’s loan portfolio at December 31, 2008 and 2007:

December 31, 2008

December 31, 2007

(in thousands) Balance % Balance %
Commercial real estate $ 41,563 22% $ 39,184 30%
Construction and land 13,968 8 24,447 19
Commercial 27,538 15 31,526 25
Residential real estate 55,661 30 27,628 21
Home equity lines of credit 28,612 15 1,524 1
Consumer 19,628 10 3,474 3
Other 34 - - 570 1
187,004 100 128,353 100
Unamortized loan origination costs, net of loan fees 1,038 --
Loans in process ( 3.878) --
Allowance for loan losses ( 2,448) ( 1,685)
Bank loans, net $ 181,716 $ 126,668
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The maturities of the Stifel Bank loan portfolio at December 31, 2008, are as follows:

Within 1-5 Over 5
(in thousands) 1 Year Years Years Total
Bank loans $54,765 $102,711 $29,528 $187,004

The sensitivity of loans with maturities in excess of one year at December 31, 2008, is as follows:

(in thousands)

Loans with pre-determined interest rates

Loans with floating or adjustable interest rates

1-5 Over 5
Years Years Total
$87,455 $ 4,317 $91,772
15,256 25,211 40,467

Included in the loan portfolio at December 31, 2008 and 2007 are impaired loans totaling $0.6 million and $0.7 million, respec-
tively, for which there are specific loss allowances of $0.2 million and $0.3 million, respectively. There were no other non-accruing
loans, and there were no accruing loans delinquent 90 days or more at December 31, 2008 and 2007. The gross interest income
related to impaired and non-accruing loans, which would have been recorded had these loans been current in accordance with
their original terms, and the interest income recognized on these loans during the year were immaterial to the consolidated financial
statements. There were no troubled debt restructurings during the years ended December 31, 2008 and 2007.

See the section entitled “Critical Accounting Policies and Estimates” herein regarding Stifel Bank’s policies for establishing loan
loss reserves, including placing loans on non-accrual status.

VI. Summary of Loan Loss Experience

Changes in the allowance for loan losses at Stifel Bank for the year ended December 31, 2008, and the period April 2, 2007 to

December 31, 2007, are as follows:

Period April 2 to

(in thousands) December 31, 2008 December 31, 2007
Allowance for loan losses, beginning of period $ 1,685 $ -
Acquisition of Stifel Bank & Trust - - 1,127
Provision for loan loss charged to operations 1,923 558
Charge-offs:

Commercial real estate ( 253) --

Real estate construction loans ( 414) .

Construction and land ( 493) ( 2)
Recoveries:

Commercial -- 2
Net charge-offs (1,160) - -
Allowances for loan losses, end of period $ 2,448 $ 1,685
Ratio of net charge-ofts during the period to average loans outstanding during the period 0.64% 0.00%

The provision for loan loss charged to operations was increased during the current year to account for the growth in the loan port-
folio, recent loss history, the current economic environment, and the addition of new lending products (stock secured loans).

A breakdown of the allowance for loan losses at December 31, 2008 and 2007 is as follows:

December 31, 2008 December 31, 2007
Percentage of Percentage of
loans to loans to
(dollars in thousands) Amount total loans Amount total loans
Commercial real estate $1,192 30% $ 972 50%
Commercial 646 15 56 25
Residential real estate 584 45 100 22
Consumer 26 10 8 3
Unallocated -- n/a 549 n/a
$2,448 100% $1,685 100%

33 STIFEL FINANCIAL CORP. AND SUBSIDIARIES



V. Deposits

The average balances of deposits at Stifel Bank and the associated weighted average interest rates are as follows:

Year Ended Period
December 31, 2008 April 2 - December 31, 2007
Average Average Average Average
(dollars in thousands) Balance Interest Rate Balance Interest Rate
Deposits:
Non-interest-bearing demand deposits $ 15,293 n/a $ 9,442 n/a
Interest-bearing demand deposits 180,953 1.95% 94,538 4.23%
Savings 339 0.97% 495 2.42%
Time Deposits 36,287 4.41% 53,490 4.94%
The following table presents the deposits greater than $100,000 by maturity at December 31, 2008:
(in thousands) 2008
0-3 months $ 2,845
3-6 months 1,443
6-12 months 3,167
Over 12 months 3,211
$10,666

V1. Return on Equity and Assets

The information for Stifel Financial Corp. as of and for the year ended December 31, 2008 and 2007 and the period April 2

through December 31, 2007 is as follows:

Period
2008 2007
Return on assets' 3.32% 2.12%
Return on equity’ 11.10% 8.24%
Dividend payout ratio n/a n/a
Equity to assets ratio’ 29.90% 25.70%
'Based on net income as a percentage of average total assets.
2Based on net income as a percentage of average total shareholders’ equity.
3Based on average shareholders’ equity as a percentage of average total assets.
VIL. Short-Term Borrowings
The following table sets forth a summary of Stifel Bank’s short-term borrowings as of December 31, 2008 and 2007:
Stifel Nicolaus
Short-Term Stifel Nicolaus

(dollars in thousands) Borrowings Stock Loan
Short-term borrowings:
2008:
Amounts outstanding at December 31, 2008 $ -- $ 16,987

Weighted average interest rate thereon --% 0.52%
Maximum amount of borrowings ourstanding at any month-end $265,300 $162,888
Average amounts outstanding $132,660 $105,424

Weighted average interest rate thereon 2.28% 2.47%
2007:
Amounts outstanding at December 31, 2007 $127,850 $138,475

Weighted average interest rate thercon 4.53% 4.12%
Maximum amount of borrowings outstanding at any month-end $362,050 $186,164
Average amounts outstanding $156,778 $119,590

Weighted average interest rate thereon 4.86% 4.82%
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Results of Operations — Other Segment

The following table presents consolidated financial information for the Other segment for the periods presented:

Years Ended
December 31, 2008 December 31, 2007 December 31, 2006
% of Net % Increase % of Net % Increase % of Net
(in thousands) Amount  Revenue (Decrease) Amount  Revenue  (Decrease)  Amount Revenue
Net revenues $ 8,606 100% (56)% $ 19,623 100% 17% $ 16,835 100%
Non-interest expenses:
Employee compensation and benefits 59,892 nm (24) 79,148 nm 23 64,310 nm
Other operating expenses 46,934 nm 7 43,821 nm 131 18,953 nm
Total non-interest expenses 106,826 nm (13) 122,969 nm 48 83,263 nm
Income before income taxes $( 98,220) nm ( 5)% $(103,346) nm 56% $(66,428) nm

nm — not meaningful

2008 Compared to 2007 — Other Segment

Net revenues decreased 56% to $8.6 million in 2008 compared to $19.6 million in 2007, principally as a result of losses on invest-
ments of $9.0 million in 2008 as a result of the downturn in the equity markets, a write-down of investments due to a decline in
value, and a $6.5 million decrease in net interest revenues to $7.3 million in 2008 as a result of decreased interest charged for short-
term borrowings. In November 2008, we recorded a $6.7 million gain before certain expenses and taxes on the extinguishment of
$12.5 million of 6.78% Stifel Financial Capital Trust IV Cumulative Preferred Securities.

Employee compensation and benefits decreased 24% to $59.9 million in 2008 compared to $79.1 million in 2007. Included in
employee compensation and benefits in 2007 are acquisition-related charges of $24.9 million, principally for the amendment and
acceleration of vesting of the Ryan Beck deferred compensation plan. Excluding the 2007 acquisition-related charges, overall com-
pensation and benefits increased, primarily as a result of a 13% increase in support personnel for overall company growth. Addition-
ally, included in employee compensation and benefits are acquisition-related expenses associated with the LM Capital Markets acqui-
sition, consisting principally of compensation charges of $25.6 million and $24.2 million in 2008 and 2007, respectively, primarily
for amortization of units awarded to LM Capital Markets associates. These units were fully amortized as of December 31, 2008.

Other operating expenses increased 7% to $46.9 million in 2008 compared to $43.8 million in 2007. Included in 2007 are $6.4
million of acquisition-related expenses associated with Ryan Beck. Excluding the impact of the 2007 acquisition-related charges,
other operating expenses increased as a result of our continued growth. In addition, in the fourth quarter of 2008, we recorded a
contingency charge of $5.3 million related to the previously announced voluntary partial repurchase plan for certain ARS.

2007 Compared to 2006 — Other Segment

Net revenues increased 17% to $19.6 million in 2007 compared to $16.8 million in 2006, principally as a resulc of an increase in
net interest of 57%, or $5.0 million, to $13.8 million, partially offset by a decrease in gains on investments of $3.1 million. In 2007
we recorded a gain of approximately $3.8 million on the extinguishment of $10.0 million of 6.78% Stifel Financial Capital Trust
IV Cumulative Preferred Securities in December 2007. Included in gains on investments in 2006 is a gain of $5.5 million on our
NYSE membership seat. Interest expense represents interest charged by banks and interest accrued on the debenture securities less
internal allocations for use of capital.

Employee compensation and benefits increased $14.8 million, or 23%, to $79.1 million in 2007 compared to $64.3 million in
20006, principally due to increased acquisition-related expenses and increased support personnel to support the growth. Included in
2007 are acquisition-related expenses associated with the Ryan Beck and LM Capital Markets acquisitions consisting of: 1) $24.9
million in connection with the Ryan Beck acquisition, primarily arising from the amendment of the Ryan Beck deferred compen-
sation plans; and 2) compensation charges of approximately $24.2 million for amortization of units awarded to LM Capital Markets
associates, severance, and contractually-based compensation above standard performance-based compensation. For the year ended
December 31, 2006, compensation and benefits includes $39.8 million consisting of: 1) compensation charges of $30.0 million
for amortization of units awarded to LM Capital Markets associates, severance, and contractually-based compensation above standard
performance-based compensation; and 2) a compensation charge of approximately $9.8 million for the difference between the
$16.67 per share offering price and the grant date fair value of $22.85 per share for the private placement of its common stock

to key associates of the LM Capital Markets business. Other increases are attributed to a 22% increase in unallocated support
personnel to support the growth in the business.
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Other operating expenses increased $24.9 million, or 131%, to $43.8 million in 2007 compared to $19.0 million in 2006 due
principally to acquisition-related charges of $6.4 million related to Ryan Beck as well as increases in travel and promotion, occupancy
and equipment rental, and other operating expenses associated with our continued growth, payments to Ryan Beck’s clearing agent
for trade processing, as well as the expense in 2007 associated with the warrants issued in the acquisition of Ryan Beck. For the
period February 28, 2007 to June 22, 2007, the Company recorded a charge of $0.5 million in other operating expenses for the
change in fair value of the warrant. See Note 1 of the Notes to Consolidated Financial Statements for additional information
regarding the warrants.

Analysis of Financial Condition

Our company’s statement of financial condition consists primarily of cash and cash equivalents, receivables, trading inventory, bank
loans, investments, goodwill, loans and advances to financial advisors, and payables. Total assets of $1.6 billion at December 31,
2008, were up approximately 4% over December 31, 2007. Most of this increase is due to the growth of Stifel Bank, with the
increased loan balances being funded by increased deposits. Stifel Bank loan balances increased significantly as we took advantage
of originating quality loans at attractive prices resulting from a desire for liquidity in the markets in response to the credit crisis.
Significant decreases in assets were in customer receivables and receivables from broker and dealers. The broker-dealer gross assets
and liabilities, including trading inventory, stock loan/borrow, receivables and payables from/to brokers, dealers and clearing
organizations, and clients, fluctuate with our business levels and overall market conditions.

As of December 31, 2008, our liabilities were comprised primarily of deposits of $284.8 million at Stifel Bank and brokerage
client payables of $156.5 million at our broker-dealer subsidiaries, as well as accounts payable and accrued expenses of $230.6
million. To meet our obligations to clients and operating needs, we have approximately $239.7 million in cash. We also have client
brokerage receivables of $280.1 million and $181.7 million in loans at Stifel Bank.

Liquidity and Capital Resources

Liquidity is essential to our business. We regularly monitor our liquidity position, including our cash and net capital positions, and
we have implemented a liquidity strategy designed to enable our business to continue to operate even under adverse circumstances,
although there can be no assurance that our strategy will be successful under all circumstances.

Our assets, consisting mainly of cash or assets readily convertible into cash, are our principal source of liquidiry. The liquid nature
of these assets provides for flexibility in managing and financing the projected operating needs of the business. These assets are
financed primarily by our equity capital, debentures to trusts, client credit balances, short-term bank loans, proceeds from securities
lending, and other payables. We currently finance our client accounts and firm trading positions through ordinary course borrowings
at floating interest rates from various banks on a demand basis and securities lending, with company-owned and client securities
pledged as collateral. Changes in securities market volumes, related client borrowing demands, underwriting activity, and levels

of securities inventory affect the amount of our financing requirements.

Our bank assets consist principally of retained loans, available-for-sale securities, and cash and cash equivalents. Stifel Bank’s current
liquidity needs are generally met through deposits from bank clients and equity capital. We monitor the liquidity of Stifel Bank
daily to ensure its ability to meet customer deposit withdrawals, maintain reserve requirements, and support asset growth.

We rely exclusively on financing activities and distributions from our subsidiaries for funds to implement our business and growth
strategies and repurchase shares of our common stock. Net capital rules, restrictions under our long-term debt, or the borrowing
arrangements of our subsidiaries, as well as the earnings, financial condition, and cash requirements of our subsidiaries, may cach
limit distributions to us from our subsidiaries.

We have an ongoing authorization, as amended, from the Board of Directors to repurchase our common stock in the open market
or in negotiated transactions. In May 2005, our Board of Directors authorized the repurchase of an additional 3,000,000 shares,
for a total authorization to repurchase up to 4,500,000 shares (as adjusted for the three-for-two stock split in June 2008). The
share repurchase program will manage our equity capital relative to the growth of our business and help to meet obligations under
our employee benefic plans. During 2008, we repurchased 567,953 of our shares of common stock under this authorization at an
average price of $27.96.

We currently do not pay cash dividends on our common stock.

We believe our existing assets, most of which are liquid in nature, together with the funds from operations, available informal
short-term credit arrangements, long-term borrowings, and our ability to raise additional capital will provide sufficient resources
to meet our present and anticipated financing needs.

Cash Flow

Cash and cash equivalents increased $191.7 million to $239.7 million at December 31, 2008, from $48.0 million at December 31,
2007. Operating activities provided cash of $350.3 million due to cash received from earnings, a reduction in operating assets,

and the net effect of non-cash expenses. Investing activities used $86.5 million of cash for bank customer loan originations and

fixed asset purchases, offset by net proceeds from the sale of our available-for-sale securities and proprictary investments and bank
customer loan repayments. During 2008, we purchased $21.7 million in fixed assets, consisting primarily of information technology
equipment, leaschold improvements, and furniture and fixtures. Financing activities used $72.1 million of cash due to an increase

in securities loaned, net, pay down of our short-term borrowings, and purchases of our common stock, offset by an increase in bank
deposits due to the growth of the bank and proceeds from the public offering of 1,495,000 shares of our common stock during the
third quarter of 2008.
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Funding Sources

Our short-term financing is generally obtained through the use of bank loans and securities lending arrangements. We borrow
from various banks on a demand basis with company-owned and customer securities pledged as collateral. The value of the
customer-owned securities is not reflected in the consolidated statements of financial condition. Available ongoing credit arrange-
ments with banks totaled $600.0 million at December 31, 2008, all of which was unused. There are no compensating balance
requirements under these arrangements. At December 31, 2008, there were no short-term borrowings from banks. At December 31,
2007, short-term borrowings from banks were $127.8 million at an average rate of 4.53%, which were collateralized by company-
owned securities valued at $151.7 million. The average bank borrowing was $132.7 million, $156.8 million, and $148.7 million

in 2008, 2007, and 2006, respectively, at weighted average daily interest rates of 2.28%, 4.86%, and 5.36%, respectively. At
December 31, 2008 and December 31, 2007, Stifel Nicolaus had a stock loan balance of $17.0 million and $138.5 million,
respectively, at weighted average daily interest rates of 0.52% and 4.12%, respectively. The average outstanding securities lending
arrangements utilized in financing activities were $105.4 million, $119.6 million, and $114.9 million during 2008, 2007, and
2006, respectively, at weighted average daily effective interest rates of 2.47%, 4.82%, and 4.85%, respectively. Customer-owned
securities were utilized in these arrangements.

The impact of the tightened credit markets has resulted in decreased financing through stock loan as our counterparties sought
liquidity. As a result, bank loan financing used to finance trading inventories increased at lower interest rates charged by banks.

Stifel Bank has net borrowing capacity with the Federal Home Loan Bank of $91.5 million at December 31, 2008, and an $18.1
million federal funds agreement for the purpose of purchasing short-term funds should additional liquidity be needed. Stifel Bank
receives overnight funds from excess cash held in Stifel Nicolaus brokerage accounts, which are deposited into a money market
account. These balances totaled $228.7 million at December 31, 2008.

Our liquidity requirements may change in the event we need to raise more funds than anticipated to increase inventory positions,
support more rapid expansion, develop new or enhanced services and products, acquire technologies, or respond to other unantici-
pated liquidity requirements. We rely exclusively on financing activities and distributions from our subsidiaries for funds to imple-
ment our business and growth strategies, and repurchase our shares. Net capital rules, restrictions under our long-term debt, or the
borrowing arrangements of our subsidiaries, as well as the earnings, financial condition, and cash requirements of our subsidiaries,
may each limit distributions to us from our subsidiaries.

In the event existing internal and external financial resources do not satisfy our needs, we may have to seck additional outside
financing. The availability of outside financing will depend on a variety of factors, such as market conditions, the general availability
of credit, the volume of trading activities, the overall availability of credit to the financial services industry, credit ratings, and
credit capacity, as well as the possibility that lenders could develop a negative perception of our long-term or short-term financial
prospects if we incurred large trading losses or if the level of our business activity decreased due to a market downturn or other-
wise. We currently do not have a credit rating, which could adversely affect our liquidity and competitive position by increasing
our borrowing costs and limiting access to sources of liquidity that require a credit rating as a condition to providing funds.

Capital Resources

In connection with ARS, our broker-dealer subsidiaries have been subject to ongoing investigations, which include inquiries from
the SEC, FINRA, and several state regulatory agencies, with which we are cooperating fully. We are also named in a class action
lawsuit similar to that filed against a number of brokerage firms alleging various securities law violations, which we are vigorously
defending. As of February 20, 2009, our clients held approximately $243.0 million of ARS. We are, in conjunction with other
industry participants, actively seeking a solution to ARS’ illiquidity. If we were to redeem these securities from certain of our
clients in order to resolve pending claims, inquiries, or investigations, it would have a material adverse effect on our financial
condition and cash flows, and we would be required to assess whether we had sufficient regulatory capital or borrowing capacity
to do so. See Item 3, “Legal Proceedings,” of this report for a discussion of our legal matters (including ARS).

We have contingent earn-out consideration related to our acquisition of the LM Capital Markets business from Citigroup Inc. on
December 1, 2005. The contingent earn-out payment to Citigroup Inc. is based on the performance of the combined capital markets
business of both our pre-closing Fixed Income and Equity Capital Markets business and LM Capital Markets over the three- year
period beginning January 1, 2006, up to a maximum $30.0 million of additional purchase consideration. For calendar years 2008,
2007, and 2006, our company recorded an earn-out liability of $16.3 million, $9.9 million, and $0.4 million, respectively, which
was accounted for as additional purchase price. Any payment to Citigroup Inc for these contingent earn-out payments would be
payable in early 2009.

On February 28, 2007, we closed on the acquisition of Ryan Beck from BankAtlantic Bancorp, Inc. A contingent earn-out payment
is payable based on defined revenues attributable to specified individuals in Ryan Beck’s existing private client division over the
two-year period following closing. This earn-out is capped at $40.0 million. A second contingent payment is payable based on
defined revenues attributable to specified individuals in Ryan Beck’s existing investment banking division. The investment banking
earn-out is equal to 25% of the amount of investment banking fees over $25.0 million for each successive year in the two-year period
following closing. We paid the first-year investment banking contingent earn-out payment of $1.8 million in 57,059 shares of our
common stock in May 2008. Based upon the provisions of the agreements for the contingent earn-outs, an earn-out payment will
not be due for the second-year investment banking contingent earn-out, but we estimate that $21.0 million could be payable
under the private client division contingent earn-out payment arrangement. On August 14, 2008, we agreed to prepay $9.6 million
of BankAtlantic’s pro-rata share of the estimated private client division contingent earn-out payment in exchange for a $10.0 million
permanent reduction of BankAtlantic’s pro-rata share of the private client contingent payment. We elected to make such pre-payment
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using 233,500 shares of our common stock at an agreed upon per share price of $41.05. In the evenr that BankAtlantic’s pro-rata
portion of the private client contingent payment is less than $10.0 million, BankAdantic has agreed to reimburse the shortfall.

We have recorded a liability for the remaining estimated contingent earn-out of $5.5 million at December 31, 2008. The contingent
payment is reflected as additional purchase consideration and reflected in goodwill. We have the ability to pay any future contingent
consideration in cash or stock, at our election.

Net Capital Requirements

We operate in a highly regulated environment and are subject to net capital requirements, which may limit distributions to our
company from our broker-dealer subsidiaries. As previously discussed in Item 1 “Regulations” in this report, distributions from
our broker-dealer subsidiaries are subject to net capital rules. These subsidiaries have historically operated in excess of minimum
net capital requirements. However, if distributions were to be limited in the future due to the subsidiaries failure to comply with
the net capital rules or a change in the net capiral rules, it could have a material and adverse affect to our company by limiting our
operations that require intensive use of capital, such as underwriting or trading activities, or limic our ability to implement our
business and growth strategies, pay interest on and repay the principal of our debt, and/or repurchase our common stock. Our non
broker-dealer subsidiary, Stifel Bank, is also subject to various regulatory capiral requirements administered by the federal banking
agencies.

At December 31, 2008, Stifel Nicolaus had net capital of $188.8 million, which was 58.0% of its aggregate debit items and
$178.7 million in excess of its minimum required net capital; CSA had net capital of $2.1 million, which was $1.9 million in
excess of its minimum required net capital; Butler Wick had net capital of $3.0 million, which was $2.8 million in excess of its
minimum required net capital. At December 31, 2008, SN Ltd had capital and reserves of $7.3 million, which was $7.0 million
in excess of the financial resources requirement under the rules of the FSA. At December 31, 2008, Stifel Bank was considered
well capitalized under the regulatory framework for prompt corrective action. See Note 17 of the Notes to Consolidated Financial
Statements for details of our regulatory capital requirements.

Critical Accounting Policies and Estimates

In preparing our consolidated financial statements in accordance with generally accepted accounting principles and pursuant to
the rules and regulations of the SEC, we make assumptions, judgments, and estimates that affect the reported amounts of assets,
liabilities, revenue and expenses, and related disclosures of contingent assets and liabilities. We base our assumptions, judgments,
and estimates on historical experience and various other factors that we believe to be reasonable under the circumstances. Actual
results could differ materially from these estimates under different assumptions or conditions. On a regular basis, we evaluate our
assumptions, judgments, and estimates. We also discuss our critical accounting policies and estimates with the Audit Committee
of the Board of Directors.

We believe that the assumptions, judgments, and estimates involved in the accounting policies described below have the greatest
potential impact on our consolidated financial statements. These areas are key components of our results of operations and are
based on complex rules that require us to make assumptions, judgments, and estimates, so we consider these to be our critical
accounting policies. Historically, our assumptions, judgments, and estimates relative to our critical accounting policies and estimates
have not differed materially from actual results. For a full description of these and other accounting policies, see Note 1 of the
Notes to Consolidated Financial Statements.

Valuation of Financial Instruments

Trading securities owned and pledged, available-for-sale securities, certain other investments, and trading securities sold, but not
yet purchased, on our consolidated statements of financial condition are recorded ar fair value. Unrealized gains and losses related
to these financial instruments are reflected on our consolidated statements of operations.

We adopted SFAS No. 157, “Fair Value Measurements,” (“SFAS 157”) during the first quarter of 2008. SFAS 157 defines fair value,
establishes guidelines for measuring fair value, and expands disclosures regarding fair value measurements. During the fourth
quarter of 2008, both the Financial Accounting Standards Board (“FASB”) and the staff of the SEC re-emphasized the importance
of sound fair value measurement in financial reporting. In October 2008, the FASB issued FASB Staff Position No. FAS 157-3
(“FSP FAS 157-3), “Determining Fair Value of a Financial Asset When the Market for That Asset Is Not Active.” This statement
clarifies that determining fair value in an inactive market or dislocated market depends on facts and circumstances and requires
significant judgment. This statement specifies that it is acceptable to use inputs based on management estimates or assumptions,
or for management to make adjustments to observable inputs to determine fair value when markets are not active and relevant
observable inputs are not available. Our fair value measurement policies are consistent with the guidance in FSP FAS 157-3.

SFAS 157 defines “fair value” as the price that would be received to sell an asset or paid to transfer a liability in an orderly transac-
tion berween market participants at the measurement dare, or an exit price. The degree of judgment used in measuring the fair
value of financial instruments generally correlates to the level of pricing observability. Financial instruments with readily available
active quoted prices or for which fair value can be measured from actively quoted prices in active markets generally have more
pricing observability and less judgment used in measuring fair value. Conversely, financial instruments rarely traded or not quoted
have less pricing observability and are measured at fair value using valuation models that require more judgment. Pricing observability
is impacted by a number of factors, including the type of financial instrument, whether the financial instrument is new to the market
and not yet established, the characteristics specific to the transaction, and overall market conditions generally.
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When available, we use observable market prices, observable market parameters, or broker or dealer prices (bid and ask prices) to
derive the fair value of financial instruments. In the case of financial instruments transacted on recognized exchanges, the observable
market prices represent quotations for completed transactions from the exchange on which the financial instrument is principally

traded.

A substantial percentage of the fair value of our trading securities and other investments owned, trading securities pledged as col-
lateral, and trading securities sold, but not yet purchased, are based on observable market prices, observable market parameters, or
derived from broker or dealer prices. The availability of observable market prices and pricing parameters can vary from product to
product. Where available, observable market prices and pricing or market parameters in a product may be used to derive a price
without requiring significant judgment. In certain markets, observable market prices or market parameters are not available for all
products, and fair value is determined using techniques appropriate for each particular product. These techniques involve some
degree of judgment.

For investments in illiquid or privately held securities that do not have readily determinable fair values, the determination of fair
value requires us to estimate the value of the securities using the best information available. Among the factors we consider in
determining the fair value of investments are the cost of the investment, terms and liquidity, developments since the acquisition
of the investment, the sales price of recently issued securities, the financial condition and operating results of the issuer, earnings
trends and consistency of operating cash flows, the long-term business potential of the issuer, the quoted market price of securi-
ties with similar quality and yield that are publicly traded, and other factors generally pertinent to the valuation of investments.
In instances where a security is subject to transfer restrictions, the value of the security is based primarily on the quoted price of a
similar security without restriction but may be reduced by an amount estimated to reflect such restrictions. The fair value of these
investments is subject to a high degree of volatility and may be susceptible to significant fluctuation in the near term, and the
differences could be material.

We utilize an outside valuation firm to assist in the valuation of our asset-backed securities held in our available-for-sale portfolio.
The outside valuation firm utilizes comprehensive models to price the securities in a way that is consistent with the values that the
market has for other debr securities on a relative or spread connected basis. The models may include the following methodologies,
as appropriate, for each individual security: determine market value of each asset in portfolio; calculate default rates for each asset
individually, create correlation structure for portfolio, simulate portfolio future (Monte-Carlo) numerous times; run samples
through waterfall; diagram net present value of cash flows to tranches in different scenarios; and determine the value of the tranches.
We validate the inputs and other information utilized, where possible, in valuations provided by third parties.

We have categorized our financial instruments measured at fair value into a three-level classification in accordance with SFAS 157.
Fair value measurements of financial inscruments that use quoted prices in active markets for identical assets or liabilities are gener-
ally categorized as Level I, and fair value measurements of financial instruments that have no direct observable levels are generally
categorized as Level I1T; all other fair value measurements of financial instruments that do not fall within the Level I or Level 111
classification are considered Level II. The lowest level input that is significant to the fair value measurement of a financial instrument
is used to categorize the instrument and reflects the judgment of management. Financial assets and liabilities presented as fair value
in our consolidated statements of financial condition generally are categorized as follows:

Level I — Quoted prices (unadjusted) are available in active markets for identical assets or liabilities as of the measurement
date. A quoted price for an identical asset or liability in an active market provides the most reliable fair value measurement,
because it is directly observable to the market. The type of financial instruments included in Level I are highly liquid
instruments with quoted prices, such as equities listed in active markets and certain U.S. Treasury bonds and other
government obligations.

Level II - Pricing inputs are other than quoted prices in active markets, which are either directly or indirectly observable
as of the measurement date. The nature of these financial instruments include instruments for which quoted prices are
available but traded less frequently, derivative instruments whose fair value have been derived using a model where inputs
to the model are directly observable in the market or can be derived principally from or corroborated by observable market
dara, and instruments that are fair valued using other financial instruments, the parameters of which can be directly
observed. Instruments which are generally included in this category are equity securities not actively traded, corporate
obligations infrequently traded, certain government and municipal obligations, certain bank notes, interest rate swaps,
certain asset-backed securities consisting of collateral loan obligation securities, and certain mortgage-backed securities.

Level III — Instruments that have little to no pricing observability as of the measurement date. These financial instruments
do not have two-way markets and are measured using management’s best estimate of fair value, where the inputs into the
determination of fair value require significant management judgment or estimation. Instruments included in this category
generally include equity securities with unobservable inputs, certain corporate obligations with unobservable pricing
inputs, auction rate securities, certain airplane trust certificates, limited partnerships, and other company investments.
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Our investments in auction rate securities are backed by state municipal student loan bonds and closed-end mutual fund-owned
corporate stocks and bonds. These auction rate securities have been deemed to be illiquid and, as a result, have been valued using
unobservable inputs.

At December 31, 2008, Level 11 assets for which we bear economic exposure were $38.3 million, or 10% of the total assets measured
at fair value. During 2008, we recorded net sales of $1.7 million of Level TIT assets. Qur valuation adjustments (realized and
unrealized) reduced the value of our Level I11 assets by $9.5 million. Additionally, there were $30.3 million of net transters into
the Level I1I category during 2008. The increase in net transfers is primarily attributable to reduced price transparency on some
of our preferred and municipal auction rate securities.

At December 31, 2008, Level III assets included the following: $18.5 million of auction rate securities, of which the auctions have
failed, $10.4 million of asset-backed securities, and $9.4 million of private equity and other fixed income securities.

Contingencies

We are involved in various pending and potential legal proceedings related to our business, including litigation, arbitration, and
regulatory proceedings. Some of these matters involve claims for substantial amounts, including claims for punitive damages. We
have, after consultation with outside legal counsel and consideration of facts currently known by management, recorded estimated
losses in accordance with SFAS No. 5, “Accounting for Contingencies,” (“SFAS 57) to the extent that claims are probable of loss
and the amount of the loss can be reasonably estimated. The determination of these reserve amounts requires significant judgment
on the part of management, and our final liabilities may ultimately be materially different. This determination is inherently
subjective, as it requires estimates that are subject to potentially significant revision as more information becomes available and
due to subsequent events. In making these determinations, we consider many factors, including, but not limited to, the loss and
damages sought by the plaintiff or claimant, the basis and validity of the claim, the likelihood of a successful defense against the
claim, and the potential for, and magnitude of, damages or settlements from such pending and potential litigation and arbitration
proceedings, and fines and penalties or orders from regulatory agencies. See Item 3, “Legal Proceedings,” in Part I of this report for
information on our legal, regulatory, and arbitration proceedings.

Allowance for Doubtful Receivables From Former Employees

We offer transition pay, principally in the form of upfront loans, to financial advisors and certain key revenue producers as part

of our overall growth strategy. These loans are generally forgiven over a five- to ten-year period if the individual satisfies certain
conditions, usually based on continued employment and certain performance standards. If the individual leaves before the term of
the loan expires or fails to meet certain performance standards, the individual is required to repay the balance. In determining the
allowance for doubtful receivables from former employees, we consider the facts and circumstances surrounding each receivable,
including the amount of the unforgiven balance, the reasons for the terminated employment relationship, and the former employees’
overall financial position. The loan balance from former employees at December 31, 2008 and 2007 was $2.4 million and $2.5
million, respectively, with associated loss allowances of $1.2 million and $0.7 million, respectively.

Allowance for Loan Losses

We regularly review the loan portfolio of Stifel Bank and have established an allowance for loan losses in accordance with SFAS
5. The allowance for loan losses is established as losses are estimated to have occurred through a provision for loan losses charged
to income. In providing for the allowance for loan losses, we consider historical loss experience, the nature and volume of the
loan portfolio, adverse situations that may affect the borrower’s ability to repay, estimated value of any underlying collateral, and
prevailing economic conditions. This evaluation is inherently subjective, as it requires estimates that are susceptible to significant
revision as more information becomes available. Large groups of smaller balance homogenous loans are collectively evaluated for
impairment. Accordingly, we do not separately identify individual consumer and residential loans for impairment measurements.

In addition, impairment is measured on a loan-by loan basis for commercial and construction loans, and a specific allowance estab-
lished for individual loans determined to be impaired in accordance with SFAS No. 114, “Accounting by Creditors for Impairment
of a Loan.” Impairment is measured using the present value of the impaired loan's expected cash flow discounted at the loan’s effective
interest rate, 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 on current information and events, it is probable that the scheduled payments of principal
or interest when due according to the contractual terms of the loan agreement will not be collectible. Factors considered in deter-
mining impairment include payment status, collateral value, and the probability of collecting scheduled principal and interest pay-
ments when due. Loans that experience insignificant payment delays and payment shortfalls generally are not classified as impaired.
We determine the significance of payment delays and payment shortfalls on a case-by-case basis, taking into consideration all of the
circumstances surrounding the loan and the borrower, including the length of the delay, the reasons for the delay, the borrower’s
prior payment record, and the amount of the shortfall in relation to the principal and interest owed.

Once a loan is determined to be impaired, usually when principal or interest becomes 90 days past due or when collection becomes
uncertain, the accrual of interest and amortization of deferred loan origination fees is discontinued (“non-accrual status’), and any
accrued and unpaid interest income is written off. Loans placed on non-accrual status are returned to accrual status when all
delinquent principal and interest payments are collected and the collectibility of future principal and interest payments is reason-
ably assured. Loan losses are charged against the allowance when we believe the uncollectibility of a loan balance is confirmed.
Subsequent recoveries, if any, are credited to the allowance.
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Income Taxes

The provision for income taxes and related tax reserves is based on our consideration of known liabilities and tax contingencies for
multiple taxing authorities. Known liabilities are amounts that will appear on current tax returns, amounts that have been agreed
to in revenue agent revisions as the result of examinations by the taxing authorities, and amounts that will follow from such
examinations but affect years other than those being examined. Tax contingencies are liabilities that might arise from a successful
challenge by the taxing authorities taking a contrary position or interpretation regarding the application of tax law to our tax
return filings. Factors considered in estimating our liability are results of tax audits, historical experience, and consultation with
tax attorneys and other experts.

FASB Interpretation No. 48 (“FIN 48”) “Accounting for Uncertainty in Income Taxes — An interpretation of FAS Statement No.
109,” clarified the accounting for uncertainty in income taxes recognized in an entity’s financial statements in accordance with SFAS
No. 109 and prescribed recognition threshold and measurement actributes for financial statement disclosure of tax positions taken
or expected to be taken on a tax return. Under FIN 48, the impact of an uncertain income tax position on the income tax return
must be recognized at the largest amount that is more-likely-than-not to be sustained upon audit by the relevant taxing authority.
An uncertain income tax position will not be recognized if it has less than a 50% likelihood of being sustained. Additionally, FIN 48
provided guidance on derecognition, classification, interest and penalties, accounting in interim periods, disclosure, and transition.
See Note 22 of the Notes to Consolidated Financial Statements for a further discussion on income taxes.

Goodwill and Intangible Assets

We record all assets and liabilities acquired in purchase acquisitions, including goodwill and other intangible assets, at fair value as
required by SFAS No. 141, “Business Combinations.” Determining the fair value of assets and liabilities requires certain estimates.
At December 31, 2008, we had goodwill of $128.3 million and intangible assets of $16.0 million.

In accordance with SFAS No. 142, “Goodwill and Other Intangible Assets,” indefinite-life intangible assets and goodwill are not
amortized. Rather, they are subject to impairment testing on an annual basis, or more often if events or circumstances indicate
there may be impairment. This test involves assigning tangible assets and liabilities, identified intangible assets and goodwill to
reporting units, and comparing the fair value of each reporting unir to its carrying amount. If the fair value is less than the carry-
ing amount, a further test is required to measure the amount of the impairment. We have elected to test for goodwill impairment
in the third quarter of each calendar year. The results of the impairment test performed during the third quarter did not indicate
any impairment.

The goodwill impairment test is a two-step process, which requires us to make judgments in determining what assumptions to

use in the calculation. Assumptions, judgments, and estimates about future cash flows and discount rates are complex and often
subjective. They can be affected by a variety of factors, including, among others, economic trends and market conditions, changes
in revenue growth trends or business strategies, unanticipated competition, discount rates, technology, or government regulations.
In assessing the fair value of our reporting units, the volatile nature of the securities markets and industry requires us to consider the
business and market cycle and assess the stage of the cycle in estimating the timing and extent of future cash flows. In addition to
discounted cash flows, we consider other information, such as public market comparables and multiples of recent mergers and acqui-
sitions of similar businesses. Although we believe the assumptions, judgments, and estimates we have made in the past have been
reasonable and appropriate, different assumptions, judgments, and estimates could materially affect our reported financial results.

Recent Accounting Pronouncements

See Note 2 of the Notes to Consolidated Financial Statements for information regarding the effect of new accounting pronounce-
ments on our consolidated financial statements.

Dilution

As of December 31, 2008, there were 1,282,133 shares of our common stock issuable on outstanding options, with an average
weighted exercise price of $7.00, and 6,065,904 outstanding stock unit grants, with each unit representing the right to receive
shares of our common stock at a designated time in the future. The restricted stock units vest on an annual basis over the next
three to eight years and are distributable, if vested, at future specified dates. Of the outstanding restricted stock unit awards,
1,637,930 shares are currently vested and 4,427,974 are unvested. Assuming vesting requirements are met, the Company antici-
pates that 790,646 shares under these awards will be distributed in 2009, 1,097,170 will be distributed in 2010, 1,190,264 will be
distributed in 2011, and the balance of 2,987,824 will be distributed thereafter. An employee will realize income as a result of an
award of stock units at the time shares are distributed in an amount equal to the fair market value of such shares at that time, and
we are entitled to a corresponding tax deduction in the year of such issuance. Unless an employee elects to satisfy such withholding
in another manner, such as by paying the amount in cash or by delivering shares of Stifel Financial Corp. common stock already
owned by such person and held by such person for at least six months, we may satisfy tax withholding obligations on income
associated with such grants by reducing the number of shares otherwise deliverable in connection with such awards, such reduction
to be calculated based on a current market price of our common stock. Based on current tax law, we anticipate that the shares
issued when the awards are paid to the employees will be reduced by approximately 35% to satisfy such withholding obligations,
so that approximately 65% of the total restricted stock units that are distributable in any particular year will be converted into
issued and outstanding shares.

Off-Balance Sheet Arrangements

See Note 20 of the Notes to Consolidated Financial Statements for off-balance sheet arrangements.
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Contractual Obligations

The following table sets forth our contractual obligations to make future payments as of December 31, 2008:

(in thousands) Total 2009 2010 2011 2012 2013 Thereafter
Debenture to Stifel Financial Capital Trust IT'! $ 35,000 $ -~ $35000 $ -~ $ -~ % -- $ --
Interest on debenture ! _ 59,733 2,233 2,233 2,233 2,233 2,233 48,568
Debenture to Stifel Financial Capital Trust IIT * 35,000 -- -- - - 35,000 -- --
Interest on debenture - 67,136 2,377 2,377 2,377 2,377 2,377 55,251
Debenture to Stifel Financial Capital Trust IV * 12,500 -- -- -- 12,500 -- --
Interest on debenture * 48,298 1,695 1,695 1,695 1,695 1,695 39,823
Stifel CAPCO L.L.C. non-interest-bearing notes 19,998 10,600 9,398 -- -- .- --
Liabilities subordinated to general creditors 8,156 1,300 1,391 1,474 1,698 2,293 --
Operating leases 139,821 29,560 24,495 20,189 15,828 13,210 36,539
Communication and quote minimum commitments 23,305 12,540 6,466 3,416 704 159 20
Certificates of deposit 24,102 15,980 4,253 1,258 1,621 990 --
Commitment to fund partnership interests 891 -- -- -- -- -- --

Contingent earn-out payment to Citigroup, Inc.

related to LM Capital Markets acquisition 26,555 26,555 -- - .- .- -
Commitments to extend credit — Stifel Bank * 6,000 4,000 2,000 - - - - .-
Long-term debt — Stifel Bank ¢ 104,894 - .- - . . .

Uncertain tax positions ’

Total $611,389 $106,840 $89,308  $32,642 $73,656  $22,957 $180,201

! Debenture to Stifel Financial Capital Trust 11 is callable at par no earlier than September 30, 2010, but no later than September 30, 2035. The interest is pavable
at a fixed interest rate equal to 6.38% per annum from the issue date to September 30, 2010, and then will be payable at a floating interest rate equal to three-
month London Interbank Offered Rate (“LIBOR”) plus 1.70% per annum. Thereafter, interest rate assumes no increase.

> Debenture to Stifel Financial Capital Trust 111 is callable at par no earlier than June 6, 2012, but no later than June 6, 2037. The interest is payable, in arrears, at a
fixed interest rate equal to 6.79% per annum from the issue date to June 6, 2012, and then will be payable at a floating interest rate equal to three-month LIBOR
plus 1.85% per annum. Thereafter, interest rate assumes no increase.

* Debenture to Stifel Financial Capital Trust IV is callable at par no earlier than September 6, 2012, but no later than September 6, 2037. The interest is payable,
in arrears, at a fixed interest rate equal to 6.78% per annum from the issue date to September 6, 2012, and then will be payable ac a floating interest rate equal to
three-month LIBOR plus 1.85% per annum. Thereafter, interest rate assumes no increase.

* The Company invested in zero coupon U.S. Government securities in the amount sufficient to accrete to the repayment amount of the notes and are placed in an
irrevocable trust. At December 31, 2008, these securities had a carrying value of $18,338 and are included under the caption “Investments” on the consolidated
statements of financial condition.

s Commitments to extend credit include commitments to originate loans, outstanding standby letters of credit and lines of credit which may expire without being

funded and as such do not represent estimates of future cash flow.
¢ Long-term debt consists of advances from the Federal Home Loan Bank.

“The contractual obligations rable excludes our FIN 48 liabilities of $2,155, because we cannot make a reliable estimate of the timing of cash payments.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKE T RISK
Risk Management

Risks are an inherent part of our business and activities. Management of these risks is critical to our soundness and profitability.
Risk management at our company is a multi-faceted process that requires communication, judgment, and knowledge of financial
products and markets. Our senior management group takes an active role in the risk management process and requires specific
administrative and business functions to assist in the identification, assessment, monitoring, and control of various risks. The
principal risks involved in our business activities are: market (interest rates and equity prices), credit, operational, and regulatory

and legal.
Market Risk

The potential for changes in the value of financial instruments owned by our company resulting from changes in interest rates
and equity prices is referred to as “market risk.” Market risk is inherent to financial instruments, and accordingly, the scope of our
market risk management procedures includes all market risk-sensitive financial instruments.

We trade tax-exempt and taxable debt obligations, including U.S. Treasury bills, notes, and bonds; U.S. Government agency and
municipal notes and bonds; bank certificates of deposit; mortgage-backed securities; and corporate obligations. We are also an
active market-maker in over-the-counter equity securities. In connection with these activities, we may maintain inventories in
order to ensure availability and to facilitate customer transactions.
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Changes in value of our financial instruments may result from fluctuations in interest rates, credit ratings, equity prices, and the
correlation among these factors, along with the level of volacility.

We manage our trading businesses by product and have established trading departments that have responsibility for each product.
The trading inventories are managed with a view toward facilitating client transactions, considering the risk and profitability of
each inventory position. Position limits in trading inventory accounts are established and monitored on a daily basis. We monitor
inventory levels and results of the trading departments, as well as inventory aging, pricing, concentration, and securities ratings.
The following table primarily represents trading inventory associated with our customer facilitation and market-making activities
and includes net long and short fair values, which is consistent with the way risk exposure is managed.

(in thousands) December 31, 2008 : December 31, 2007
Sold, But Not Sold, But Not
Securities, at fair value Owned Yet Purchased Owned Yet Purchased
U.S. Government obligations $ 40,401 $33,279 $ 53,086 $15,582
State and municipal bonds 32,093 154 52,257 68
Corporate obligations 43,131 62,012 14,150 11,856
Corporate stocks 25,460 3,489 17,565 9,107
$141,085 $98,934 $137,058 $36,613

We are also exposed to market risk based on our other investing activities. These investments consist of investments in private equity
partnerships, start-up companies, venture capital investments, and zero coupon U.S. Government securities and are included
under the caption “Investments” on the consolidated statements of financial condition.

Interest Rate Risk

We are exposed to interest rate risk as a result of maintaining inventories of interest rate-sensitive financial instruments and from
changes in the interest rates on our interest-earning assets (including client loans, stock borrow activities, investments, and inven-
tories) and our funding sources (including client cash balances, stock lending activities, bank borrowings, and resale agreements),
which finance these assets. The collateral underlying financial instruments at the broker-dealer is repriced daily, thus requiring
collateral to be delivered as necessary. Interest rates on client balances and stock borrow and lending produce a positive spread to
our company, with the rates generally fluctuating in parallel.

We manage our inventory exposure to interest rate risk by setting and monitoring limits and, where feasible, hedging with offset-
ting positions in securities with similar interest rate risk characteristics. While a significant portion of our securities inventories
have contractual maturities in excess of five years, these inventories, on average, turn over several times per year.

Additionally, we monitor, on a daily basis, the Value-at-Risk (“VaR”) in our institutional Fixed Income Capital Markets trading
portfolios using daily market data for the previous twelve months and report VaR at a 95% confidence level. VaR is a statistical
technique used to estimate the probability of portfolio losses based on the statistical analysis of historical price trends and volatility.
This model assumes that historical changes in market conditions are representative of future changes, and trading losses on any
given day could exceed the reported VaR by significant amounts in unusual volatile markets. Further, the model involves a number
of assumptions and inputs. While we believe that the assumptions and inputs we use in our risk model are reasonable, different
assumptions and inputs could produce materially different VaR estimates.

The following table sets forth the high, low, and daily average VaR for our institutional Fixed Income Capital Markets trading
portfolios during the twelve months ended December 31, 2008, and the daily VaR at December 31, 2008 and 2007:

Twelve Months Ended December 31, 2008 VaR Calculation at
(dollars in thousands) High Low Daily Average December 31, 2008 December 31, 2007
Daily VaR $ 3,256 $ 164 $ 670 $ 467 $ 865
Related portfolio value $46,980 $31,307 $41,462 $19,157 $86,084
VaR as a percent of portfolio value 6.93% 0.52% 1.61% 2.44% 1.00%

Stifel Bank’s interest rate risk is principally associated with changes in market interest rates related to residential, consumer, and
commercial lending activities, as well as FDIC-insured deposit accounts to customers of our broker-dealer subsidiaries and to the
general public.

Our primary emphasis in interest rate risk management for Stifel Bank is the matching of assets and liabilities of similar cash flow
and re-pricing time frames. This matching of assets and liabilities reduces exposure to interest rate movements and aids in stabilizing
positive interest spreads. Stifel Bank has established limits for acceptable interest rate risk and acceptable portfolio value risk. To
ensure that Stifel Bank is within the limits established for net interest margin, an analysis of net interest margin based on various
shifts in interest rates is prepared each quarter and presented to Stifel Bank’s Board of Directors for the three-month period ending
the month before the end of our fiscal quarter. Stifel Bank utilizes a third-party vendor to analyze the available dara.
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The following table illustrates the estimated change in net interest margin at November 30, 2008 based on shifts in interest rates
of positive 200 basis points and negative 200 basis points:

Hypothetical Change Projected Change in
in Interest Rates Net Interest Margin
+200 n/a
+100 n/a
0 ( 0.03)%
-100 ( 9.88)%
-200 (12.83)%

The following GAP Analysis table indicates Stifel Bank’s interest rate sensitivity position at November 30, 2008:

Repricing Opportunities

(in thousands) 0-6 Months 7-12 Months 1-5 Years 5+ Years
Interest-Earning Assets:
Loans $ 152,861 $ 17,925 $32,359 $ 7,040
Securities and FHLB stock 28,892 3,090 28,757 6,761
Fed funds sold 16,555 - - - - -
Total Interest-Earning Assets 198,308 21,015 61,116 13,801
Interest-Bearing Liabilities:
Transaction accounts and savings 214,805 2,658 10,549 3,457
Certificates of deposit 10,241 5,585 8,248 --
Borrowings 2 - - -- --
Total Interest-Bearing Liabilities $ 225,048 $ 8,243 $18,797 $ 3,457
GAP $( 26,740) $ 12,772 $42,319 $10,344
Cumulative GAP $( 26,740) $(13,968) $28.,351 $38,695
Equity Price Risk

We are exposed to equity price risk as a consequence of making markets in equity securities. We attempt to reduce the risk of loss
inherent in our inventory of equity securities by monitoring those security positions constantly throughout each day.

Our equity securities inventories are repriced on a regular basis, and there are no unrecorded gains or losses. Our activities as a
dealer are client-driven, with the objective of meeting clients’ needs while earning a positive spread.

Credit Risk

We are engaged in various trading and brokerage activities, with the counterparties primarily being broker-dealers. In the event
counterparties do not fulfill their obligations, we may be exposed to risk. The risk of default depends on the creditworthiness of
the counterparty or issuer of the instrument. We manage this risk by imposing and monitoring position limits for each counter-
party, monitoring trading counterparties, conducting regular credit reviews of financial counterparties, reviewing security concen-
trations, holding and marking to market collateral on cerrain transactions, and conducting business through clearing organizations,
which guarantee performance.

Our client activities involve the execution, settlement, and financing of various transactions on behalf of our clients. Client activities
are transacted on either a cash or margin basis. Credit exposure associated with our private client business consists primarily of
customer margin accounts, which are monitored daily and are collateralized. We monitor exposure to industry sectors and individual
securities and perform analyses on a regular basis in connection with our margin lending activities. We adjust our margin require-
ments if we believe our risk exposure is not appropriate based on market conditions.

We have accepted collateral in connection with resale agreements, securities borrowed transactions, and customer margin loans.
Under many agreements, we are permitted to sell or repledge these securities held as collateral and use these securities to enter into
securities lending arrangements or to deliver to counterparties to cover short positions. At December 31, 2008, the fair value of
securities accepted as collateral where we are permitted to sell or repledge the securities was $432.8 million, and the fair value of

the collateral that had been sold or repledged was $123.4 million.
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Stifel Bank extends credit to individual and commercial borrowers through a variety of loan products, including residential and
commercial mortgage loans, home equity loans, construction loans, and non-real-estate commercial and consumer loans. Bank
loans are generally collateralized by real estate, real property, or other assets of the borrower. Stifel Bank’s loan policy includes criteria
to adequately underwrite, document, monitor, and manage credit risk. Underwriting requires reviewing and documenting the fun-
damental characteristics of credit, including character, capacity to service the debr, capital, conditions, and collateral. Benchmark
capital and coverage ratios are utilized, which include liquidity, debt service coverage, credit, working capital, and capital to asset
ratios. Lending limits are established to include individual, collective, committee, and board authority. Monitoring credit risk is
accomplished through defined loan review procedures, including frequency and scope.

We are subject to concentration risk if we hold large positions, extend large loans to, or have large commitments with a single
counterparty, borrower, or group of similar counterparties or borrowers (i.c., in the same industry). Securities purchased under
agreements to resell consist of securities issued by the U.S. Government or its agencies. Receivables from and payables to clients
and stock borrow and lending activities are both with a large number of clients and counterparties, and any potential concentration
is carefully monitored. Stock borrow and lending activities are executed under master netting agreements, which gives our company
right of offset in the event of counterparty default. Inventory and investment positions taken and commitments made, including
underwritings, may involve exposure to individual issuers and businesses. We seek to limit this risk through careful review of
counterparties and borrowers and the use of limits established by our senior management group, taking into consideration factors
including the financial strength of the counterparty, the size of the position or commitment, the expected duration of the position
or commitment, and other positions or commitments outstanding.

Operational Risk

Operational risk generally refers to the risk of loss resulting from our operations, including, but not limited to, improper or unauthor-
ized execution and processing of transactions, deficiencies in our technology or financial operating systems, and inadequacies or
breaches in our control processes. We operate different businesses in diverse markets and are reliant on the ability of our employees
and systems to process a large number of transactions. These risks are less direct than credit and market risk, but managing them is
critical, particularly in a rapidly changing environment with increasing transaction volumes. In the event of a breakdown or improper
operation of systems or improper action by employees, we could suffer financial loss, regulatory sanctions, and damage to our reputa-
tion. In order to mitigate and control operational risk, we have developed and continue to enhance specific policies and procedures
that are designed to identify and manage operational risk at appropriate levels throughout the organization and within such depart-
ments as Accounting, Operations, Information Technology, Legal, Compliance, and Internal Audit. These control mechanisms
attempt to ensure that operational policies and procedures are being followed and that our various businesses are operating within
established corporate policies and limits. Business continuity plans exist for critical systems, and redundancies are built into the
systems as deemed appropriate.

Regulatory and Legal Risk

Legal risk includes the risk of large numbers of Private Client Group customer claims for sales practice violations. While these
claims may not be the result of any wrongdoing, we do, at a minimum, incur costs associated with investigating and defending
against such claims. See further discussion on our legal reserves policy under “Critical Accounting Policies and Estimates” in Item
7 and “Legal Proceedings” in Item 3 of this report. In addition, we are subject to potentially sizable adverse legal judgments or
arbitration awards, and fines, penalties, and other sanctions for non-compliance with applicable legal and regulatory requirements.
We are generally subject to extensive regulation by the SEC, FINRA, and state securities regulacors in the different jurisdictions in
which we conduct business. We have comprehensive procedures addressing issues such as regulatory capital requirements, sales and
trading practices, use of and safekeeping of customer funds, the extension of credit, including margin loans, collection activities,
money laundering, and record keeping. We act as an underwriter or selling group member in both equity and fixed income product
offerings. Particularly when acting as lead or co-lead manager, we have potential legal exposure to claims relating to these securities
offerings. To manage this exposure, a committee of senior executives review proposed underwriting commitments to assess the
quality of the offering and the adequacy of due diligence investigation.

Effects of Inflation

Our assets are primarily monetary, consisting of cash, securities inventory, and receivables from customers and brokers and dealers.
These monetary assets are generally liquid and turn over rapidly, and consequently, are not significantly affected by inflation.
However, the rate of inflation affects various expenses of our company, such as employee compensation and benefits, communica-
tions and office supplies, and occupancy and equipment rental, which may not be readily recoverable in the price of services we
offer to our clients. Further, to the extent inflation results in rising interest rates and has other adverse effects upon the securities
markets, it may adversely affect our financial position and results of operations.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Stifel Financial Corp.

We have audited the accompanying consolidated statement of financial condition of Stifel Financial Corp. and subsidiaries (the
“Company”) as of December 31, 2008, and the related consolidated statements of operations, comprehensive income, stockholders’
equity, and cash flows for year then ended. Our audit also included the financial statement schedule listed in the Index at Item 15.
These financial statements and schedule are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements 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 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 manage-
ment, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position
of Stifel Financial Corp. and subsidiaries at December 31, 2008, and the consolidated results of their operations and their cash
flows for the year then ended, in conformity with U.S. generally accepted accounting principles. Also, in our opinion, such finan-
cial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, presents fairly,
in all material respects, the information set forth therein.

We have also 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, 2008, based on the criteria established in Internal Control —
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated

February 26, 2009, expressed an unqualified opinion thereon.
M v LLP

Chicago, lllinois
February 26, 2009
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Stifel Financial Corp.
St. Louis, Missouri

We have audited the accompanying consolidated statements of financial condition of Stifel Financial Corp. and subsidiaries (the
“Company”) as of December 31, 2007, and the related consolidated statements of operations, comprehensive income, stockholders’
equity, and cash flows for the years ended December 31, 2007 and 2006. Our audits also included the financial statement schedule
listed in the Index at Item 15. These financial statements and financial statement schedule are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these 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 manage-
ment, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Stifel Financial
Corp. and subsidiaries as of December 31, 2007, and the results of their operations and their cash flows for the years ended
December 31, 2007 and 2006, in conformity with accounting principles generally accepted in the United States of America.
Also, in our opinion, such financial statement schedule, when considered in relation to the basic consolidated financial statements
taken as a whole, presents fairly, in all material respects, the information set forth therein.

Aol 3L fu (4P

St. Louis, Missouri
February 28, 2008
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CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

(in thousands)

December 31, 2008

December 31, 2007

Assets

Cash and cash equivalents $ 239,725 $ 47,963
Cash segregated under federal and other regulations 40 19
Securities purchased under agreements to resell 17,723 13,245
Receivable from brokers and dealers:

Securities failed to deliver 3,837 18,342

Deposits paid for securities borrowed 49,784 45,144

Clearing organizations 55,793 115,964
Receivable from brokerage customers, net of allowance for

doubtful receivables of $582 and $290, respectively ' 280,143 495,289
Securities:

Trading securities owned and pledged, at fair value 141,085 137,058

Available-for-sale securities, at fair value 50,397 87,107

Held-to-maturity securities, at amortized cost 7,574 --
Mortgages held for sale 30,799 --
Bank loans, net of allowance for loan losses of $2,448 and

$1,685, respectively 181,716 126,668
Bank foreclosed assets held for sale, net of estimated cost to sell 2,326 757
Investments 74,898 72,482
Office equipment and leasehold improvements, at cost,

net of accumulated depreciation and amortization of

$54,075 and $41,127, respectively 47,765 40,661
Goodwill 128,278 91,886
Intangible assets, net of accumulated amortization of

$8,290 and $5,209, respectively 15,984 18,715
Loans and advances to financial advisors and other

employees, net of allowance for doubttul receivables

from former employees of $1,186 and $737, respectively 105,767 70,407
Deferred tax assets, net 47,337 36,032
Orther assets 77,174 81,101
TOTAL ASSETS $1,558,145 $1,499,440

See accompanying Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION (consinued)

(in thousands, except share amounts)

December 31, 2008

December 31, 2007

Liabilities and Short-term borrowings from banks $ -- $ 127,850
Stockholders’ Equity Drafts payable 49,401 51,482
Securities sold under agreements to repurchase 2,216 --
Payable to brokers and dealers:
Securities failed to recetve 8,811 12,588
Deposits received from securitics loaned 16,987 138,475
Clearing organizations 3,893 11,436
Payable to customers 156,495 159,740
Bank deposits 284,798 192,481
Federal Home Loan Bank advances and other secured financing 6,000 --
Trading securities sold, but not yet purchased, at fair value 98,934 36,613
Accrued employee compensation 130,037 147,161
Accounts payable and accrued expenses 100,528 72,735
Debenture to Stifel Financial Capital Truse 11 35,000 35,000
Debenture to Stifel Financial Capital Trust [11 35,000 35,000
Debenture to Stifel Financial Capiral Trust [V 12,500 25,000
Other 19,998 24,598
960,598 1,070,159
Liabilities subordinated to claims of general creditors 4,362 4,644
Stockholders’ equity:*
Preferred stock — $1 par value; authorized 3,000,000 shares;
none issued -- -
Common stock — $.15 par value; authorized 30,000,000 shares;
issued 26,300,135 and 23,319,876 shares, respectively 3,945 3,498
Additional paid-in capital 427,480 298,092
Retained earnings 168,993 125,303
Accumulated other comprehensive loss ( 6,295) ( 660)
594,123 426,233
Less:
Treasury stock, at cost, 0 and 13,879 shares, respectively - - 450
Unearned employee stock ownership plan shares, at cost,
146,421 and 178,958 shares, respectively 938 1,146
593,185 424,637
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 1,558,145 $1,499,440

*Common stock shares, common stock amount, additional paid-in capital, employee stock ownership plan shares, and treasury shaves reflect the three-for-two stock split

distributed in June 2008.

See accompanying Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December 31,
(in thousands, except per share amounts) 2008 2007 2006
Revenues Commissions $341,090 $315,514 $199,056
Principal transactions 293,285 139,248 86,365
Investment banking 83,710 169,413 82,856
Asset management and service fees 119,926 101,610 57,713
Interest 50,148 59,071 35,804
Other 688 8,234 9,594
Total revenues 888,847 793,090 471,388
Interest expense 18,510 30,025 19,581
Net revenues 870,337 763,065 451,807
Non-interest Expenses Employee compensation and benefits 582,778 543,021 329,703
Occupancy and equipment rental 67,984 57,796 30,751
Communications and office supplies 45,021 42,355 26,666
Commissions and floor brokerage 13,287 9,921 6,388
Other operating expenses 68,898 56,126 31,930
Total non-interest expenses 778,568 709,219 425,438
Income before income taxes 91,769 53,846 26,369
Provision for income taxes 36,267 21,676 10,938
Net income $ 55,502 $ 32,170 $ 15,431
Net income per share — basic* $ 231 $ 1.48 $ 0.89
Net income per share — diluted* $ 198 $ 1.25 $ 074
Weighted average common shares
outstanding — basic* 24,069 21,754 17,269
Weighted average common and common
equivalent shares outstanding — diluted* 28.073 25,723 20,863
*All share and earnings per share amounts have been adjusted for the June 12, 2008, three-for-two stock split.
See accompanying Notes to Consolidated Financial Statements.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Years Ended December 31,
(in thousands) 2008 2007 2006
Net income $ 55,502 $ 32,170 $15,431
Other comprehensive loss:
Unrealized loss on available-for-sale securities, net of tax effect of
($3,757) in 2008, ($440) in 2007, and $0 in 2006 ( 6,634) ( 660) -
Reclassification adjustment for losses included in net income,
net of tax of $1,166, $0, and $0 999 -- --
Other comprehensive loss ( 5,635) ( 660) - -
Comprehensive income $ 49,867 $31,510 $15,431

See accompanying Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS  EQUITY

Accumulated Treasury Stock and

Additional Other Unearned Employee
(in thousands, Common Stock Paid-In Retained ~ Comprebensive  Stock Ownership Plan
except share amounts) Shares Amount Capital Earnings Loss Shares Amount Total
Balance at December 31, 2005 15,444,418  $1,741 $ 74,645 $ 80,279 $  -- (250,498) $( 1,572)  $ 155,093
Purchase of treasury shares -- -- -- - -- (788,356) (17,096) ( 17,096)
Employee stock ownership plan -- -- 590 -- -- 32,532 208 798
Employee benefit plans®” 844,773 702 ( 32,149) ( 239) - - 695,475 15,543 ( 16,143)
Stock options exercised 170,585 26 1,352 ( 820) -- 99,355 1,562 2,120
Units amortization -- -- 32,583 -- - - -- -- 32,583
Private Placement 1,578,330 237 35,820 -- - - -- - - 36,057
Excess tax benefit -- -- 11,422 -- -- -- -- 11,422
Net income for the year -- -- -- 15,431 -- -- - 15,431
Balance at December 31, 2006 18,038,106 2,706 124,263 94,651 -- (211,492) ( 1,355) 220,265

Cumulative effect to prior year
retained earnings related to
the adoption of FIN 48 -- -- -- 83 -- -- -- 83

Net unrealized loss on

available-for-sale securities® -- -- - -- ( 660) -- -- ( 660)
Ryan Beck-issue shares 3,701,400 555 101,974 - - - - - - - - 102,529
Ryan Beck-accelerate deferred

compensation - - - - 16,673 -- - - -- -- 16,673
Purchase of treasury shares -- -- - - - - - - (126,530) ( 4,165) ( 4,165)
Employee stock ownership plan -- - - 882 -- -- 32,535 208 1,090
Employee benefit plans® 1,161,674 174 ( 13,916) ( 79) -- 14,979 450 ( 13,371)
Stock options exercised 406,696 61 1,196 ( 1,507) - - 96,375 3,220 2,970
[ssue warrants -- -- 16,895 -- -- -- -- 16,895
Warrant exercise -- -- ( 15)  ( 15) -- 1,296 46 16
Units amortization -- - - 38,101 -- -- - - -- 38,101
Private Placement 12,000 2 198 -- - - - - - 200
Excess tax benefit - - - 11,841 - - - - - - - 11,841
Net income for the year -- -- -- 32,170 -- -- -- 32,170
Balance at December 31, 2007 23,319,876 3,498 298,092 125,303 ( 660) (192,837) ( 1,596) 424,637
Net unrealized loss on

available-for-sale securities™ -- -- - -- (5,635) -- -- ( 5,635)
Purchase of treasury shares - - - -- -- - - (430,350) (12,141) (12,141)
Employee stock ownership plan -- -- 1,004 -- -- 32,536 208 1,212
Employee benefit plans® 811,164 122 ( 21,480) ( 9,951) - - 344,295 9,874 ( 21,435)
Stock options exercised 243,383 37 1,062 ( 1,861) -- 97,580 2,657 1,895
Warrant exercise -- -- ( 4) -- - - 297 4 --
Units amortization -- -- 52,593 -- -- -- -- 52,593
Public offering of common stock 1,495,00 224 64,145 -- -- -- -- 64,369
Ryan Beck contingent earn-out 288,516 43 11,277 -- - - 2,058 56 11,376
Extinguishment of Stifel Financial

Capital Trust [V 142,196 21 5,951 -- -- - - -- 5,972
Excess tax beneftt -- - - 14,840 - - -- - - - 14,840
Net income for the year -- -- -- 55,502 -- -- -- 55,502
Balance at December 31, 2008 26,300,135  $3,945 $ 427,480 $168,993  $(6,295) (146,421) $( 938) $593,185

“WRepresents the issuance of stock for employee benefit plans, net of tax withholdings.

*Net of tax

Common stock shares, common stock amount, additional paid-in capital, employee stock ownership plan shares, and treasury shares reflect the three-for-nwo stock split
distributed in June 2008.

See accompanying Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

(in thousands) 2008 2007 2006
Cush Flows Net income $ 55,502 $ 32,170 $ 15,431
From Operating Adjustments to reconcile net income to net cash provided by
Activities (used in) operating activities:

Depreciation and amortization 17,027 15,663 7,257

Loans and advances amortization 15,203 16,578 7,806
Accretion of discounts on available-for-sale securities ( 593) -- -

Provision for loan losses and allowances for loans and

advances to financial advisors and other employees 1,801 1,275 --

Deferred taxes and other ( 6,168) ( 22,070) 642
Excess tax benefit associated with stock-based awards ( 14,840) ( 11,841) ( 11,422)
Warrant valuation adjustment -- 455 --

Compensation related to the private placement -- -- 9,751

Gain on extinguishment of debt ( 6,662) ( 3,750) --

Stock-based compensation 54,356 56,381 33,932

(Gains) losses on investments 10,843 ( 1,225) ( 8,696)
Loss on sale of bank foreclosed assets 254 46 --

Decrease (increase) in assets:

Operating receivables 285,182 (266,248) ( 39,132)
Cash segregated under federal and other regulations ( 21) 97 ( 12)
Securities purchased under agreements to resell ( 4,478) 142,900 ( 90,546)
Loans originated as mortgages held for sale (322,809) ( 20,279) --
Proceeds from mortgages held for sale 293,544 17,173 --
Trading securities owned, including those pledged 4,624 285,546 ( 90,294)
Loans and advancements to financial advisors and

other employees ( 49,063) ( 45,072) ( 11,218)
Other assets 6,496 15,822 32,985

Increase (decrease) in liabilities:

Operating payables ( 24,839) 36,175 63,261
Trading securities sold, but not yet purchased 61,616 (226,627) 56,462
Other liabilities ( 26,680) 49,585 ( 10,885)

Net Cash Provided by (Used in) Operating Activities $ 350,293 $ 72,754 $( 54,678)

See accompanying Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF CASH

F LOWS (continued)

Years Ended December 31,
(in thousands) 2008 2007 2006
Cash Flows Proceeds from sale or maturity of investments $ 63,428 $ 64,065 $ 74,444
From Investing Proceeds from maturities, calls, and principal paydowns
Activities on available-for-sale securities 43,950 - - --
Proceeds from sale of property 766 1,131 --
Proceeds from bank customer loan repayments 153,983 40,947
Proceeds from sale of bank foreclosed assets held for sale 1,340 691 --
Excess of cash acquired over cash disbursed in
Ryan Beck acquisition -- 3,545 .-
Payments for:
Bank customer loan originations (214,297) ( 68,050) --
Purchase of First Service, net of cash acquired -- ( 33,219) --
Purchase of Miller Johnson Steichen Kinnard - ( 110) ( 8,220)
Purchase of LM Capital Markets business, net of
cash acquired - - -- ( 1,023)
Purchase of Butler Wick, net of cash ( 10,589) -- --
Purchase of available-for-sale securities ( 24,909) ( 70,541) --
Purchase of bank foreclosed assets held for sale ( 2,093) ( 123) --
Office equipment and leasehold improvements ( 21,647) ( 25,607) ( 7,572)
Purchase of investments ( 76,396) ( 63,441) ( 68,620)
Net Cash Used in Investing Activities ( 86,464) (150,712) ( 10,991)
Cash Flows Increase in bank deposits, net 92,317 97,215 --
From Financing Net proceeds (payments) for short-term borrowings
Activities from banks (127,850) ( 67,750) 54,600
Securities loaned, net (114,211) 47,619 ( 1,902)
Securities sold under agreement to repurchase 2,216 -- --
Reissuance of treasury stock 727 628 576
[ssuance of stock 2,580 1,856 995
Issuance of debentures to Stifel Financial Capital Trust I1I -- 35,000 --
Issuance of debentures to Stifel Financial Capital Trust IV -- 35,000 - -
Excess tax benefits associated with stock-based awards 14,840 11,841 11,422
Proceeds from public offering of common stock, net 64,369 -- --
Proceeds from Federal Home Loan Bank and other
secured financing 6,000 - - - -
Proceeds from private placement -- 200 26,306
Payments for:
Advances from the Federal Home Loan Bank -- ( 11,035) --
Purchases of stock for treasury ( 12,141) ( 4,165) ( 17,096)
Calling of Stifel Financial Capital Trust I -- ( 34,500) - -
Extinguishment of debt - - ( 6,250) - -
Reduction of subordinated debt ( 914) ( 720) ( 779)
Net Cash Provided by (Used in) Financing Activities ( 72,067) 104,939 74,122
Increase in cash and cash equivalents 191,762 26,981 8,453
Cash and cash equivalents at beginning of year 47,963 20,982 12,529
Cash and cash equivalents at end of year $ 239,725 $ 47,963 $ 20,982

See accompanying Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

Years Ended December 31,

(in thousands) 2008 2007 2006
Supplemental disclosures of cash flow information:
Interest payments $19,375 $ 29,316 $18,729
Income tax payments 31,966 21,031 2,554
Schedule of Noncash Investing and Financing Activities:
Units, net of forfeitures $65.609 $ 73,267 $88,091
Employee stock ownership shares 208 208 208
Liabilities subordinated to claims of general creditors 4,050 1,474 - -
Stocks and warrants issued for Ryan Beck acquisition -- 118,969 --
Exchange of Ryan Beck appreciation units for Company restricted stock units -- 16,895 --
Extinguishment of debenture to Stifel Capital Trust [V 5,975 - --
Payment of Ryan Beck contingent earn-out 11,375 -- --

See accompanying Notes to Consolidated Financial Statements.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in thousands, except share and per share amounts)

NOTE 1 — Summeary of Significant Accounting and Reporting Policies
Nature of Operations

Stifel Financial Corp. (the “Parent” or the “Company”), through its wholly owned subsidiaries, principally Stifel, Nicolaus &
Company, Incorporated (“Stifel Nicolaus™), Century Securities Associates, Inc. (“CSA™), Stifel Nicolaus Limited (“SN Led”),
Buder Wick & Company, Inc. (“Butler Wick”), and Stifel Bank & Trust (“Stifel Bank”), collectively referred to as the “Company,”
is principally engaged in retail brokerage, securities trading, investment banking, investment advisory, retail, consumer and com-
mercial banking, and related financial services throughout the United States. Although the Company has offices throughout the
United States and three European cities, its major geographic area of concentration is in the Midwest and Mid-Atlantic regions,
with a growing presence in the Northeast, Southeast, and Western United States. The Company’s principal customers are individual
investors, corporations, municipalities, and institutions.

Basis of Presentation

The consolidated financial statements include the accounts of the Parent and its wholly owned subsidiaries, principally Stifel
Nicolaus. Stifel Nicolaus is a broker-dealer registered under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”). All material intercompany balances and transactions are eliminated in consolidation.

On May 12, 2008, the Board of Directors authorized a 50% stock dividend, which was made in the form of a three-for-two stock
split to shareholders of record on May 29, 2008, and distributed on June 12, 2008. Cash was distributed in lieu of fractional
shares. All share and per share data (except par value) have been adjusted to reflect the effect of the stock split for all periods pre-
sented. The number of shares of common stock issuable upon exercise of outstanding stock options, vesting of other stock awards,
and the number of shares reserved for issuance under various employee benefit plans were proportionately increased in accordance
with the terms of the respective plans.

Consolidation Policies

The consolidated financial statements include the accounts of Stifel Financial Corp. and its subsidiaries. The Company also has
investments or interests in other entities for which it must evaluate whether to consolidate by determining whether it has a con-
trolling financial interest or is considered to be the primary beneficiary. In determining whether to consolidate these entities or
not, the Company determines whether the entity is a voting interest entity or a variable interest entity (“VIE").

Voting Interest Entity. Voting interest entities are entities that have (i) total equity investment at risk sufficient to fund expected
future operations independently; and (ii) equity holders who have the obligation to absorb losses or receive residual returns and
the right to make decisions about the entity’s activities. The Company consolidates voting interest entities in accordance with
Accounting Research Bulletin (“ARB”) No. 51, “Consolidated Financial Statements,” when it determines that it has a controlling
financial interest, usually ownership of all, or a majority of, the voting interest.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in thousands, except share and per share amounts)

NOTE 1 — Summary of Significant Accounting and Reporting Policies (continued)

Variable Interest Entity. V1Es are entities that lack one or more of the characteristics of a voting interest entity. The Company

is required to consolidate VIEs in which it is deemed to be the primary beneficiary in accordance with Financial Accounting
Standards Board (“FASB”) Interpretation No. 46(R) (“FIN 46R”), “Consolidation of Variable Interest Entities (revised December
2003) — an interpretation of ARB No. 51.” The primary beneficiary is defined as the entity that has a variable interest, or a com-
bination of variable interests, that will either: (i) absorb a majority of the VIE’s expected losses; (ii) receive a majority of the VIE's
expected returns; or (iii) both.

The Company determines whether it is the primary beneficiary of a VIE by first performing a qualitative analysis of the VIE’s
expected losses and expected residual returns. This analysis includes a review of, among other factors, the VIE’s capital structure,
contractual terms, which interests create or absorb variability, related party relationships, and the design of the VIE. Where quali-
tative analysis is not conclusive, the Company performs a quantitative analysis. The Company reassesses its initial evaluation of an
entity as a VIE and its initial determination of whether the Company is the primary beneficiary of a VIE upon the occurrence of
certain reconsideration events as defined in FIN 46R.

Other. The Company has formed several non-consolidated investment funds with third-party investors that are typically organized
as limited liability companies or limited partnerships. For those funds where the Company acts as the general partner, the Company
economic interest is generally limited to management fee arrangements as stipulated by the Operating Agreements. The Company
has generally provided the third-party investors with rights to terminate the funds or to remove the Company as the general
partner. If FIN 46R does not apply, the Company considers Emerging Issues Task Force (“EITE”) Issue No. 04-5 (“EITF 04-57),
“Determining Whether a General Partner, or the General Partners as a Group, Controls a Limited Partnership or Similar Entity
When the Limited Partners Have Certain Rights,” which provides guidance in determining whether a general partner controls a
limited partnership. EITF 04-5 states that the general partner in a limited partnership is presumed to control that limited partner-
ship. The presumption may be overcome if the limited partners have either (1) the substantive ability to dissolve the limited part-
nership or otherwise remove the general partner without cause or (2) substantive participating rights, which provide the limited
partners with the ability to effectively participate in significant decisions that would be expected to be made in the ordinary course
of the limited partnership’s business and thereby preclude the general partner from exercising unilateral control over the partner-
ship. If the criteria in EITF 04-5 are met, the consolidation of the partnership or limired liability company is required. Based on
the Company’s initial evaluation of these entities under the provisions of FIN 46R and EITF 04-5, it was determined that these
entities were not variable interest entities of the Company and do not require consolidation pursuant to EITF 04-5.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and 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. Management considers its significant estimates, which are most susceptible to
change and impacted significantly by judgments, assumptions, and estimates, to be: the fair value of investments; the accrual for
litigation; the allowance for doubtful receivables from loans and advances to financial advisors and other employees; the allowance
for loan losses, the fair value of goodwill and intangible assets; the provision for income taxes and related tax reserves; and the
estimation of forfeitures associated with stock-based compensation.

Cash and Cash Equivalents

Cash and cash equivalents are short-term, highly liquid investments with original maturities of 90 days or less, including money
market mutual funds, other than those held for sale in the ordinary course of business.

Cash Segregated Under Federal and Other Regulations

In accordance with Rule 15¢3-3 of the Securities Exchange Act of 1934, Stifel Nicolaus, Butler Wick, and CSA, as broker-dealers
carrying client accounts, are subject to requirements related to maintaining cash or qualified securities in a segregated reserve account
for the exclusive benefit of their clients.

Repurchase Agreements

Securities purchased under agreements to resell (“Resale Agreements”) and securities sold under agreements to repurchase
(“Repurchase Agreements”) are recorded at the contractual amounts that the securities will be resold/repurchased, including accrued
interest. The Company’s policy is to obtain possession or control of securities purchased under Resale Agreements and to obtain
additional collateral when necessary to minimize the risk associated with this activity. All resale and repurchase agreement activity
is concentrated with one counterparty.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in thousands, except share and per share amounts)

NOTE I — Summary of Significant Accounting and Reporting Policies (continued)
Securities Borrowing and Lending Activities

Securities borrowed and securities loaned are recorded at the amount of cash collateral advanced or received. Securities borrowed
transactions require the Company to deposit cash with the lender generally in excess of the marker value of securities borrowed.
With respect to securities loaned, the Company receives collateral in the form of cash in an amount generally in excess of the
market value of securities loaned. The Company monitors the market value of securities borrowed and loaned generally on a daily
basis, with additional collateral obtained or refunded as necessary. Substantially all of these transactions are executed under master
netting agreements, which give the Company right of offset in the event of counterparty default; however, such receivables and
payables with the same counterparty are not set-off in the Company’s consolidated statements of financial condition.

Brokerage Client Receivables and Allowance for Doubtful Accounts

Brokerage client receivables include receivables of the Company's broker-dealer subsidiaries, which represent amounts due on cash
and margin transactions and are generally collateralized by securities owned by clients. The receivables are reported at their out-
standing principal balance, adjusted for any allowance for doubtful accounts. When a broker-dealer receivable is considered to be
impaired, the amount of the impairment is generally measured based on the fair value of the securities acting as collateral, which is
measured based on current prices from independent sources such as listed market prices or broker-dealer price quotations. Securities
owned by customers, including those that collateralize margin or other similar transactions, are not reflected in the consolidated
statements of financial condition.

Financial Instruments

Trading securities owned and pledged, available-for-sale securities, certain investments, and trading securities sold, but not yet
purchased, on our consolidated statements of financial condition are recorded at fair value. Securities owned, and securities sold,
but not yet purchased, are valued using quoted market or dealer prices. Brokerage client receivables, primarily consisting of floating-
rate loans collateralized by customer-owned securities, are charged interest at rates similar to other such loans made throughout
the industry. Other than those separately discussed in the notes to consolidated financial statements, the Company’s remaining
financial instruments are generally short-term in nature, and their carrying values approximate fair value.

Fair Value Hierarchy

On January 1, 2008, the Company adopted SFAS No. 157, “Fair Value Measurements” (“SFAS 1577), which defines fair value,
establishes guidelines for measuring fair value, and expands disclosures regarding fair value measurements. SFAS 157 maximizes
the use of observable inputs and minimizes the use of unobservable inputs by requiring that the observable inputs be used when
available. Observable inputs are inputs that market participants would use in pricing the asset or liabilicy based on market data
obrained from independent sources. Unobservable inputs reflect our assumptions that marker participants would use in pricing the
asset or liability developed based on the best information available in the circumstances. The hierarchy is broken down into three
levels based on the transparency of inputs, as follows:

Level I — Quoted prices (unadjusted) are available in active markerts for identical assets or liabilities as of the measurement
date. A quoted price for an identical asset or liability in an active market provides the most reliable fair value measurement
because it is directly observable to the market. The type of financial instruments included in Level I are highly liquid instru-
ments with quoted prices, such as equities listed in active markets and certain U.S. Treasury bonds and other government
obligations.

Level IT — Pricing inputs are other than quoted prices in active markets, which are either directly or indirectly observable
as of the measurement date. The nature of these financial instruments include instruments for which quoted prices are
available but traded less frequently, derivative instruments whose fair value have been derived using a model where inputs
to the model are directly observable in the market, or can be derived principally from or corroborated by observable market
dara, and instruments that are fair valued using other financial instruments, the parameters of which can be directly
observed. Instruments which are generally included in this category are equity securities not actively traded, corporate
obligations infrequently traded, certain government and municipal obligations, certain bank notes, interest rate swaps,
certain asset-backed securities consisting of collateral loan obligation securities, and certain mortgage-backed securities.

Level I11 — Instruments that have little to no pricing observability as of the measurement date. These financial instruments
do not have two-way markets and are measured using management’s best estimate of fair value, where the inputs into the
determination of fair value require significant management judgment or estimation. Instruments included in this category
generally include equity securities with unobservable inputs, certain corporate obligations with unobservable pricing
inputs, auction rate securities, certain airplane trust certificates, limited partnerships, and other Company investments.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in thousands, except share and per share amounts)

NOTE 1 — Summary of Significant Accounting and Reporting Policies (continued)
Valuation of Financial Instruments

When available, we use observable market prices, observable market parameters, or broker or dealer prices (bid and ask prices) to
derive the fair value of financial instruments. In the case of financial instruments transacted on recognized exchanges, the observable
market prices represent quotations for completed transactions from the exchange on which the financial instrument is principally

traded.

A substantial percentage of the fair value of our trading securities and other investments owned, trading securities pledged as
collateral, and trading securities sold, but not yet purchased, are based on observable market prlces observable market parameters,
or derived from broker or dealer prices. The avallablhry of observable market prices and pricing parameters can vary from product
to product. Where available, observable market prices and pricing or market parameters in a product may be used to derive a price
without requiring significant judgment. In certain markets, observable market prices or market parameters are not available for all
products, and fair value is determined using techniques appropriate for each particular product. These techniques involve some
degree of judgment.

For investments in illiquid or privately held securities that do not have readily determinable fair values, the determination of fair
value requires us to estimate the value of the securities using the best information available. Among the factors we consider in
determmmg the fair value of investments are the cost of the investment, terms and liquidity, developments since the acquisition
of the investment, the sales price of recently issued securities, the financial condition and operating results of the issuer, earnings
trends and consistency of operating cash flows, the long-term business potential of the issuer, the quoted market price of securities
with similar quality and yield that are publicly traded, and other factors generally pertinent to the valuation of investments. In
instances where a security is subject to transfer restrictions, the value of the security is based primarily on the quoted price of a
similar security without restriction but may be reduced by an amount estimated to reflect such restrictions. The fair value of these
investments is subject to a high degree of volatility and may be susceptible to significant fluctuation in the near term, and the
differences could be material.

We utilize an outside valuation firm to assist in the valuation of our asset-backed securities held in our available-for-sale portfolio.
The outside valuation firm utilizes comprehensive models to price the securities in a way that is consistent with the values that the
market has for other debt securities on a relative or spread connected basis. The models may include the following methodologies,
as appropriate, for each individual security: determine market value of each asset in portfolio; calculate default rates for each asser
individually, create correlation structure for portfolio, simulate portfolio future (Monte-Carlo) numerous times; run samples
through waterfall; diagram net present value of cash flows to tranches in different scenarios; and determine the value of the tranches.
We validate the inputs and other information utilized, where possible, in valuations provided by the outside valuation firm.

Available-for-Sale and Held-to-Maturity Securities

Available-for-sale securities are securities for which the Company has no immediate plan to sell but which may be sold in the
future and are held by Stifel Bank. Securities are classified as available-for-sale when, in management’s judgment, they may be
sold in response to, or in anticipation of, changes in market conditions. Securities classified as available-for-sale are reported at fair
value, as discussed above.

Held-to-maturity securities are investments in asset-backed securities, consisting of collateralized debt obligation securities, that
Stifel Bank has the positive intent and ability to hold until maturity. Held-to-maturity securities are recorded at amortized cost.

Unrealized gains and losses related to available-for-sale securities are reported as other comprehensive income until realized, net

of deferred taxes. Amortization of premiums and accretion of discounts are recorded as interest income using the interest method.
Net realized gains and losses are determined on the basis of specific identification and recorded in “Other revenues” on the consoli-
dated statements of operations.

Changes in the fair value of an available-for-sale security are recognized in other comprehensive income on the Company’s consoli-
dated statements of financial condition unless the change in value is considered to be an other-than-temporary impairment. The
change in the fair value of an available-for-sale or held-to-maturity investment that loses value is evaluated to determine whether
the impairment is either temporary or other-than-temporary. A temporary impairment for an available-for-sale investment is
recorded as a charge to other comprehensive income on the Company’s consolidated statements of financial condition, and an
other-than-temporary impairment for both an available-for-sale or held-to-maturity investment is recorded as a charge to “Other
revenues” in the Company’s consolidated statements of operations. Factors the Company considers in determining whether an
impairment is other-than-temporary are the length of time and extent of the impairment, the credit rating of the securities and
the issuer, whether the issuer continues to make the contractual cash payments, whether the Company believes the issuer will be
able to continue to make the contractual payments until the value recovers or the securities mature, and the Company’s ability and
intent to hold the investment until its value recovers or the securities mature. The Company may determine that the decline in fair
value of an investment is other-than-temporary if its analysis of these factors indicates that the Company does not believe it will
recover its investment in the securities.
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NOTE 1 — Summary of Significant Accounting and Reporting Policies (continued)
Mortgages Held for Sale

Residential mortgages that are originated and held for sale are recorded at the lower of cost or market. Declines in market value below
cost and any gains or losses on the sale of these assets are recognized in “Other revenues” on the consolidated statements of operations.
Market value is determined based on prevailing market prices for loans with similar characteristics or on sale contract prices. Deferred
fees and costs related to these loans are not amortized but are recognized as part of the cost basis of the loan at the time it is sold.

Bank Loans and Allowance for Loan Losses

Bank loans consist of commercial and residential mortgage loans, home equity loans, stock secured loans, construction loans, and
non-real-estate commercial and consumer loans originated by Stifel Bank. Bank loans that management has the intent and ability
to hold are recorded at outstanding principal adjusted for any charge-offs, allowance for loan losses, and deferred origination fees
and costs. Loan origination costs, net of fees, are deferred and recognized over the contractual life of the loan as an adjustment of
yield using the interest method. Bank loans are generally collateralized by real estate, real property, marketable securities, or other
assets of the borrower. Interest income is recognized in the period using the effective interest rate method, which is based upon the
respective interest rates and the average daily asset balance. Stifel Bank does not maintain any mortgage servicing rights on mort-
gages that are sold. Stifel Bank’s loan portfolio does not have any investments in sub-prime mortgages.

The Company regularly reviews the loan portfolio and has established an allowance for loan losses in accordance with SFAS No. 5,
(“SFAS 5”) “Accounting for Contingencies.” The allowance for loan losses is established as losses are estimated to have occurred
through a provision for loan losses charged to income. In providing for the allowance for loan losses, management considers
historical loss experience, the nature and volume of the loan portfolio, adverse situations that may affect the borrower’s ability to
repay, estimated value of any underlying collateral, and prevailing economic conditions. This evaluation is inherently subjective,
as it requires estimates that are susceptible to significant revision as more information becomes available. Large groups of smaller
balance homogenous loans are collectively evaluated for impairment.

In addition, impairment is measured on a loan-by-loan basis for commercial and construction loans, and a specific allowance is
established for individual loans determined to be impaired in accordance with SFAS No. 114, “Accounting by Creditors for
Impairment of a Loan.” Impairment is measured using the present value of the impaired loan’s expected cash flow discounted at
the loan’s effective interest rate, 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 on current information and events, it is probable that the scheduled payments of prin-
cipal or interest when due according to the contractual terms of the loan agreement will not be collectible. Factors considered in
determining impairment include payment status, collateral value, and the probability of collecting scheduled principal and interest
payments when due. Loans that experience insignificant payment delays and payment shortfalls generally are not classified as
impaired. The Company determines the significance of payment delays and payment shortfalls on a case-by-case basis, taking into
consideration all of the circumstances surrounding the loan and the borrower, including the length of the delay, the reasons for the
delay, the borrower’s prior payment record, and the amount of the shortfall in relation to the principal and interest owed.

Once a loan is determined to be impaired, usually when principal or interest becomes 90 days past due or when collection becomes
uncertain, the accrual of interest and amortization of deferred loan origination fees is discontinued (“non-accrual status”), and

any accrued and unpaid interest income is written off. Loans placed on non-accrual status are returned to accrual status when all
delinquent principal and interest payments are collected and the collectibility of future principal and interest payments is reasonably
assured. Loan losses are charged against the allowance when management believes the uncollectibility of a loan balance is confirmed.
Subsequent recoveries, if any, are credited to the allowance.

Bank Foreclosed Assets Held for Sale

Assets acquired through, or in lieu of, loan foreclosure by Stifel Bank are held for sale and initially recorded at fair value, less
estimated cost to sell, at the date of foreclosure, establishing a new cost basis. Subsequent to foreclosure, valuations are periodically
performed and the assets are carried at the lower of carrying amount or fair value less cost to sell. Revenue and expense from opera-
tions and changes in the valuation allowance are included in “Other income” or “Other operating expense” in the consolidated
statements of operations.

Investments

Investments on the consolidated statements of financial condition contain investments in securities that are marketable and securities
that are not readily marketable. These investments are not included in the Company’s broker-dealer trading inventory or Stifel Bank’s
available-for-sale or held-to-maturity portfolio and represent the acquiring and disposing of debt or equity instruments for its benefit.

The Company’s broker-dealer subsidiaries report changes in fair value of marketable and non-marketable securities through current
period earnings based on guidance provided by the AICPA Audit and Accounting Guide, “Brokers and Dealers in Securities.”
The fair value of these investments is based on either quoted market or dealer prices.
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NOTE 1 — Summary of Significant Accounting and Reporting Policies (continued)

The Company’s non broker-dealer subsidiaries account for investments in marketable and non-marketable securities pursuant to
SFAS 115, “Accounting for Certain Investments in Debt and Equity Securities.” The Company determines the appropriate
classification of investments at the time of purchase and reevaluates such designation at each balance sheet date.

The following table presents investments held by the Company’s broker-dealer and non broker-dealer subsidiaries at December 31,
2008 and 2007:

2008 2007
Broker-dealer:
Mutual funds (Note 19) $23,082 $30,760
U.S. government obligations 7,123 8,669
Non-marketable investments 3,761 4,889
Other 2,103 1,327
36,069 45,645
Non broker-dealer:
Investments at accreted cost (Note 21) $18,338 $21,772
Non-marketable investments 19,816 3,212
Other 675 1,853
38,289 26,837
Total investments $74,898 $72,482

Mutual funds are purchased to economically hedge the Company’s liability for deferred compensation plans. See Note 19 for
details on the Company’s deferred compensation plans. Non-marketable investments for both the Company’s broker-dealer and
non broker-dealer subsidiaries consist of investments in equity and fixed income securities of private companies, limited liability
company interests, and limited partnership interests. See Note 27 for details of the Company’s investment in a convertible promis-
sory note issued by FSI Group LLC (“FSI”), which is recorded as a non-marketable investment held by the Company. Investments
at accreted cost and held to maturity consist of U.S. Government securities used to fund the Company’s venture capirtal activities
in qualified Missouri businesses. See Note 21 for details on the Company’s venture capital activities.

Office Equipment and Leasehold Improvements

Office equipment and leaschold improvements are stated at cost less accumulated depreciation and amortization. Depreciation
of office equipment is provided using the accelerated method over the estimated useful lives of two to seven years. Leasehold
improvements are amortized using the straight-line method over the shorter of the lease term or the estimated useful lives of
the assets.

Additions, improvements, and expenditures for repairs and maintenance that significantly extend the useful life of an asset are
capitalized. Other expenditures for repairs and maintenance are charged to operations in the period incurred. Gains and losses on
disposals of property and equipment are reflected in income in the period realized.

Goodwill and Intangible Assets

Goodwill represents the cost of acquired businesses in excess of the fair value of the related net assets acquired. The Company does
not amortize goodwill. In accordance with SFAS No. 142 (“SFAS 142”), “Goodwill and Other Intangible Assets,” goodwill is
tested for impairment at least annually or whenever indications of impairment exist. In testing for the potential impairment

of goodwill, management estimates the fair value of cach of the Company’s reporting units (generally defined as the Company’s
businesses for which financial information is available and reviewed regularly by management) and compares it to their carrying
value. If the estimated fair value of a reporting unit is less than its carrying value, management is required to estimate the fair value
of all assets and liabilities of the reporting unit, including goodwill. If the carrying value of the reporting unit’s goodwill is greater
than the estimated fair value, an impairment charge is recognized for the excess. The Company has elected July 31 as its annual
impairment testing date.

Identifiable intangible assets, which are amortized over their estimated useful lives, are tested for potential impairment whenever
gible . P P ‘

events or changes in circumstances suggest that the carrying value of an asset or asset group may not be fully recoverable in

accordance with SFAS 144, “Accounting for the Impairment or Disposal of Long-Lived Assets.”
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NOTE 1 - Summary of Significant Accounting and Reporting Policies (continued)
Loans and Advances

The Company offers transition pay, principally in the form of upfront loans, to financial advisors and certain key revenue producers as
part of the Company’s overall growth strategy. These loans are generally forgiven by a charge to “Employee compensation and benefits”
over a five- to ten-year period if the individual satisfies certain conditions, usually based on continued employment and certain per-
formance standards. Management monitors and compares individual financial advisor production to each loan issued to ensure future
recoverability. If the individual leaves before the term of the loan expires or fails to meet certain performance standards, the individual
is required to repay the balance. In determining the allowance for doubtful receivables from former employees, management considers
the facts and circumstances surrounding each receivable, including the amount of the unforgiven balance, the reasons for the termi-
nated employment relationship, and the former employees’ overall financial positions. The loan balance from former employees at
December 31, 2008 and 2007 was $2,483 and $2,516, respectively, with associated loss allowances of $1,186 and $737, respectively.

Federal Home Loan Bank Stocks

Federal Home Loan Bank stock of $616 and $206 at December 31, 2008 and 2007, respectively, included in “Other assets,”
is a required investment for institutions that are members of the Federal Home Loan Bank system and is recorded at cost. The
required investment in the common stock is based on a predetermined formula.

Bank Deposits

The fair value of demand deposit accounts, interest-bearing savings accounts with no stated maturity, and certain money market
deposits is equal to the amount payable on demand (carrying value). The fair value of fixed maturity time deposits, such as certificates
of deposit, approximates carrying value at December 31, 2008 and 2007. The carrying amount of interest payable approximates its
fair value.

Federal Home Loan Bank Advances and Other Secured Financing

Advances from the Federal Home Loan Bank and federal funds purchased are recorded at outstanding principal plus accrued
interest, which approximates fair value. The advances are secured by an assignment of certain loans held by Stifel Bank, as well as
certain bank-owned securities, and the federal funds purchased are secured by certain bank-owned securities.

Legal Loss Allowances

The Company records loss allowances related to legal proceedings resulting from lawsuits and arbitrations, which arise from its
business activities. Some of these lawsuits and arbitrations claim substantial amounts, including punitive damage claims. Manage-
ment has determined that it is likely that the ultimate resolution of certain of these claims will result in losses to the Company.
The Company has, after consultation wich outside legal counsel and consideration of facts currently known by management,
recorded estimated losses to the extent they believe certain claims are probable of loss and the amount of the loss can be reasonably
estimated. This determination is inherently subjective, as it requires estimates that are subject to potentially significant revision as
more information becomes available and due to subsequent events. Factors considered by management in estimating the Company’s
liability are the loss and damages sought by the claimant/plaintiff, the merits of the claim, the amount of loss in the client’s account,
the possibility of wrongdoing on the part of the employee of the Company, the total cost of defending the litigation, the likelihood
of a successful defense against the claim, and the potential for fines and penalties from regulatory agencies. Results of licigation and
arbitration are inherently uncertain, and management’s assessment of risk associated therewith is subject to change as the pro-
ceedings evolve. After discussion with counsel, management, based on its understanding of the facts, accrues what they consider
appropriate to provide loss allowances for certain claims, which is included in the consolidated statements of financial condition
under the caption “Accounts payable and accrued expenses.”

Common Stock Warrants

From February 28, 2007, the date the Company acquired Ryan Beck Holdings, Inc. and its wholly owned broker-dealer sub-
sidiary, Ryan Beck & Company, Inc. (“Ryan Beck”), until June 22, 2007, the date shareholder approval was obtained to issue
750,000 warrants as part of the purchase consideration, the Company accounted for the stock warrants to be issued as a liability
in accordance with the guidance provided by EITF Issue No. 00-19, “Accounting for Derivative Financial [nstruments Indexed
to, and Potentially Setcled in, a Company’s Own Stock,” which requires equity-related financial instruments within its scope to
be classified as assets or liabilities if (1) they require or may require net-cash settlement (including a requirement to net-cash settle
if an event occurs that is outside the control of the issuer), or (2) they give the counterparty a choice of net-cash settlement or
settlement in shares (physical or net-share settlement).

If the Company had not obtained shareholder approval by June 30, 2007, the Company would have been required to pay $20,000
in cash in lieu of warrants. Accordingly, the warrants were determined to be a liability recorded at fair value of $16,440 as of the
date of closing. Changes in the fair value from February 28 to June 22, 2007, of $455 are included in “Other operating expenses”
in the Company’s consolidated statements of operations. Upon obtaining shareholder approval, the fair value of the warrants at
that date of $16,895 was reclassified to stockholders’ equity and is no longer required to be adjusted to fair value each reporting
period. At December 31, 2008 and 2007, there were 747,419 and 748,704 warrants outstanding, respectively, to purchase shares
of Company common stock at an exercise price of $24.00. See Note 3 for further information regarding the issuance of warrants
in conjunction with the acquisition of Ryan Beck.
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NOTE 1 — Summary of Significant Accounting and Reporting Policies (continued)
Revenue Recognition

Customer security transactions are recorded on a settlement date basis, with related commission revenues and expenses recorded on
a trade date basis. Commission revenues are recorded at the amount charged to the customer, which, in certain cases, may include
varying discounts. Principal secutities transactions are recorded on a trade date basis. The Company distributes its proprietary
equity research products to its client base of institutional investors at no charge. These proprietary equity research products are
accounted for as a cost of doing business.

Investment banking revenues include advisory fees, management fees, underwriting fees, net of reimbursable expenses, and sales
credits earned in connection with the distribution of the underwrirten securities. Investment banking management fees are recorded
on the offering date, sales credits on the trade date, and underwriting fees at the time the underwriting is completed and the income
is determinable. Revenues derived from contractual arrangements, typically advisory fees, are recorded when payments are earned
and contractually due. Expenses associated with investment banking transactions are deferred until the related revenue is recognized
or the engagement is otherwise concluded. For the periods presented, there were no significant expenses recognized for incomplete
transactions. The Company has not recognized any incentive income that is subject to contingent repayments.

Asset management and service fees are recorded based on the month-end assets in the accounts when earned and consist of customer
account service fees, per account fees (such as IRA fees), and wrap fees on managed accounts.

Stock-Based Compensation
On January 1, 2006, the Company adopted the provisions of SFAS No. 123 (revised 2004) (“SFAS 123R”), “Share-Based Payment,”

using the modified prospective application method, which requires the measurement and recognition of compensation expense for
all share-based payment awards made to employees and directors based on estimated fair values. Under this method, SEAS 123R
applies to new awards and to awards outstanding on the effective date as well as those that are subsequently modified or cancelled.
Compensation expense for outstanding awards for which the requisite service had not been rendered as of the effective date will be
recognized over the remaining service period using the compensation cost calculated for pro forma disclosure purposes under SFAS
No. 123, “Accounting for Stock-Based Compensation.” Accordingly, prior period amounts have not been restated to reflect the
impact of SFAS 123R. Additionally, SFAS 123R amends SFAS No. 95, “Statement of Cash Flows,” to require the excess tax benefits
to be reported as a financing cash inflow racher than a reduction of taxes paid, which is included within operating cash flows.

See Note 19 for a further discussion of stock-based compensation.

Derivative Financial Instruments

The Company accounts for derivative financial instruments and hedging activities in accordance with SFAS No. 133 (“SFAS 133"),
Accounting for Derivative Inscruments and Hedging Activities,” as subsequently amended by SFAS No. 137, “Accounting for
Derivative Instruments and Hedging Activities — Deferral of the Effective Date of FASB Statements No. 133,” SFAS No. 138,
“Accounting for Certain Derivative Instruments and Certain Hedging Activities,” and SFAS No. 149, “Amendments of Statement
133 on Derivative Instruments and Hedging Activities,” which establishes accounting and reporting standards for stand-alone
derivative instruments, derivatives embedded within other contracts or securities, and hedging activities. The Company principally
utilizes interest rate swaps, on occasion, to economically hedge the fair value of securities in its Fixed Income Capital Markets busi-
ness; however, these derivatives do not qualify for, nor receive, SFAS 133 hedge accounting treatment. Accordingly, all derivatives
are carried in the Company’s consolidated statements of financial condition at fair value, with any realized and unrealized gains or
losses recorded in the consolidated statements of operations for that period. Any collateral exchanged as part of the swap agreement
is recorded in broker receivables and payables in the consolidated statements of financial condition for the period.

The Company elects to net-by-counterparty the fair value of interest rate swap contracts as provided for under FASB Interpretation
No. 39, “Offsetting of Amounts Related to Certain Contracts,” as amended by FASB Interpretation No. 39-1, “Amendment of
FASB Interpretation No. 39,” as long as the contracts contain a legally enforceable master netting arrangement. The fair value of
those swap contracts are netted by counterparty in the Company’s consolidated statements of financial condition.

The Company did not have any open derivative positions at December 31, 2008 or 2007.

Leases

The Company leases office space and equipment under operating leases. The Company recognizes rent expense related to these
operating leases on a straight-line basis over the lease term. The lease term commences on the earlier of the date when the Company
becomes legally obligated for the rent payments or the date on which the Company takes possession of the property. For tenant
improvement allowances and rent holidays, the Company records a deferred rent liability in “Accounts payable and accrued expenses”
in the consolidated statements of financial condition and amortizes the deferred rent over the lease term as a reduction to rent
expense in the consolidated statements of operations.
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NOTE 1 - Summary of Significant Accounting and Reporting Policies (continued)
Income Taxes

The Company utilizes the asset and liability approach defined in SFAS No. 109 (“SFAS 109”), “Accounting for Income Taxes,” as
interpreted by FIN 48. The provision for income taxes and related tax accruals are based on management’s consideration of known
liabilities and tax contingencies for multiple taxing authorities. Known liabilities are amounts that will appear on current tax
returns, amounts that have been agreed to in revenue agent revisions as the result of examinations by the taxing authorities, and
amounts that will follow from such examinations but affect years other than those being examined. Tax contingencies are liabilities
that might arise from a successful challenge by the taxing authorities taking a contrary position or interpretation regarding the
application of tax law to the Company’s tax return filings. Factors considered by management in estimating the Company’s liability
are results of tax audits, historical experience, and consultation with tax attorneys and other experts. Deferred income taxes are
recognized for the future tax consequences attributable to differences between the financial reporting and income tax bases of assets
and liabilities. Valuation allowances are established when necessary to reduce deferred taxes to amounts expected to be realized.

FASB Interpretation No. 48 (“FIN 48”) “Accounting for Uncertainty in Income Taxes — An interpretation of FAS Statement No.
109,” clarifies the accounting for uncertainty in income taxes recognized in an entity’s financial statements in accordance with
SFAS 109 and prescribed recognirion chreshold and measurement attributes for financial statement disclosure of tax positions
taken or expected to be taken on a tax return. Under FIN 48, the impact of an uncertain income tax position on the income tax
return must be recognized at the largest amount that is more-likely-than-not to be sustained upon audit by the relevant taxing
authority. An uncertain income tax position will not be recognized if it has less than a 50% likelihood of being sustained. See Note
22 of for a further discussion on income taxes.

Earnings Per Share (“EPS ”)

Basic EPS is computed by dividing earnings available to common shareholders by the weighted average number of common shares
outstanding. Diluted EPS reflects the potential dilution that could occur if securities or other contracts to issue common stock
were exercised or converted into common stock or resulted in the issuance of common stock that then shared in the earnings of
the entity. Diluted earnings per share include dilutive stock options and stock units under the treasury stock method.

Comprebensive Income

SFAS No. 130, (“SFAS 1307) “Reporting Comprehensive Income,” establishes standards for reporting and display of comprehensive
income and its components (revenue, gains, and losses) in a full set of general purpose financial statements. SFAS 130 requires that
all components of comprehensive income, including net income, be reported in a financial statement that is displayed with the
same prominence as other financial statements. Comprehensive income is defined as the change in equity during a period from
transactions and other events and circumstances from non-owner sources. Net income and other comprehensive income, including
unrealized gains and losses on investments, shall be reported, net of their related tax effect, to arrive at comprehensive income.

The components of accumulated other comprehensive income, net of related tax, at December 31, 2008 and 2007 consist of unreal-
ized holding losses on available-for-sale securities. During the twelve months ended December 31, 2008, the Company recorded
an other-than-temporary impairment charge, which resulted in a reclassification of unrealized losses out of accumulated other
comprehensive income into earnings. For the twelve months ending December 31, 2007, there were no significant reclassifications
of gains (losses) out of accumulated other comprehensive income into earnings.

Reclassifications

Certain amounts from prior years have been reclassified to conform to the current year presentation. The effect of these reclassifi-
cations on the Company’s previously reported consolidated financial statements was not material.

NOTE 2 — Recent Accounting Pronouncements

In December 2008, the FASB issued FASB Staff Position (“FSP”) No. 140-4 and FIN 46R-8 (“FSP 140-4 and FIN 46R-87),
“Disclosures by Public Entities (Enterprises) about Transfers of Financial Assets and Interests in Variable Interest Encities.” FSP
140-4 and FIN 46R-8 require additional disclosures about transfers of financial assets and involvement with variable interest entities.
The requirements apply to transferors, sponsors, servicers, primary beneficiaries, and holders of significant variable interests in a
variable interest entity or qualifying special purpose entity. Disclosures required by FSP 140-4 and FIN 4GR-8 are effective for the
Company on December 31, 2008.

In November 2008, the Emerging Issues Task Force reached a consensus on Issue No. 08-7 (“EITF 08-7”), “Accounting for
Defensive Intangible Assets,” which requires that a defensive intangible asset be accounted for as a separate unit of accounting and
should not be included as part of the cost of the acquirer’s existing intangible assets. In addition, EITF 08-7 requires that a defensive
intangible asset be assigned a useful life that reflects the entity’s consumption of the expected benefits related to the asset. EITF 08-7
is to be applied to all business combinations for which the acquisition date is on or after the beginning of the first annual reporting
period beginning on or after December 15, 2008. Since this guidance will be applied prospectively, on adoption, there will be no
impact to the Company’s consolidated financial statements.
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NOTE 2 — Recent Accounting Pronouncements (continued)

In September 2008, the FASB issued FSP No. 133-1 and FIN 45-4 (“FSP FAS 133-1 and FIN 45-4”), “Disclosures about Credit
Derivatives and Certain Guarantees: An Amendment of FASB Statement No. 133 and FASB Interpretation No. 45; and Clarifica-
tion of the Effective Date of FASB Statement No. 161.” FSP FAS 133-1 and FIN 45-4 amends FASB Statement No. 133 (“SFAS
1337), “Accounting for Derivative Instruments and Hedging Activities,” to require disclosures by sellers of credit derivatives, includ-
ing credit derivatives embedded in hybrid instruments. FSP FAS 133-1 and FIN 45-4 also amend FASB Interpretation No. 45
(“FIN 457), “Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness
to Others,” to require additional disclosure about the current status of the payment/performance risk of a guarantee. The provisions
of the FSP that amend SFAS 133 and FIN 45 are effective for reporting periods ending after November 15, 2008. FSP FAS 133-1
and FIN 45-4 also clarifies the effective date in FASB Statement No. 161 (“SFAS 161”), “Disclosures about Derivative Instruments
and Hedging Activities.” Disclosures required by SFAS 161 are effective for the Company in the first quarter of fiscal 2009.

In June 2008, the FASB issued FSP EITF No. 03-6-1 (“FSP EITF 03-06-17), “Determining Whether Instruments Granted in
Share-Based Payment Transactions Are Participating Securities,” which addresses whether instruments granted in share-based pay-
ment transactions are participating securities prior to vesting and, therefore, need to be included in the earnings allocation in com-
puting earnings per share under the two-class method described in SFAS No. 128, “Earnings Per Share.” FSP EITF 03-6-1 specifies
that unvested share-based payment awards that contain nonforfeitable rights to dividends or dividend equivalents (whether paid or
unpaid) are participating securities and shall be included in the computation of earnings per share pursuant to the two-class method.
ESP EITF 03-6-1 is effective for fiscal years beginning after December 15, 2008, and interim periods within those years. Early
application is not permitted. The adoption is not expected to impact the Company’s consolidated financial statements.

In April 2008, the FASB issued FSP No. 142-3 (“FSP 142-3"), “Determination of the Useful Life of Intangible Assets.” FSP 142-3
amends the factors an entity should consider in developing renewal or extension assumptions used in determining the useful life of
recognized intangible assets under FASB Statement No. 142, “Goodwill and Other Intangible Assets.” This new guidance applies
prospectively to intangible assets that are acquired individually or with a group of other assets in business combinations and asset
acquisitions. FSP 142-3 is effective for financial statements issued for fiscal years and interim periods beginning after December 15,
2008. Early adoption is prohibited. Since this guidance will be applied prospectively, on adoption, there will be no impact to the
Company’s consolidated financial statements.

In March 2008, the FASB issued SFAS 161 (“SFAS 161”), “Disclosures about Derivative Instcruments and Hedging Activities — an
amendment of FASB Statement No. 133,” which requires companies with derivative instruments to disclose information that should
enable financial statement users to understand how and why a company uses derivative instruments, how derivative instruments and
related hedged items are accounted for under SFAS 133, and how derivative instruments and related hedged items affect a company’s
financial position, financial performance, and cash flows. SFAS 161 is effective for the Company in the first quarter of fiscal 2009.

In September 2006, the FASB issued FASB Statement No. 157 (“SFAS 1577), “Fair Value Measurements,” which defines fair
value, establishes guidelines for measuring fair value, and expands disclosures regarding fair value measurements. SFAS 157 does
not require any new fair value measurements, but rather eliminates inconsistencies in guidance found in various prior accounting
pronouncements, and is effective for fiscal years beginning after November 15, 2007. In February 2008, the FASB issued FASB
FSP 157-2, which delays the effective date of SFAS 157 for all nonfinancial assets and nonfinancial liabilities, except those that are
recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually), until fiscal years beginning
after November 15, 2008, and interim periods within those fiscal years. These nonfinancial items include assets and liabilities such
as reporting units measured at fair value in a goodwill impairment test and nonfinancial assets acquired and liabilities assumed in a
business combination. Effective January 1, 2008, the Company adopted SFAS 157 for financial assets and liabilities recognized at
fair value on a recurring basis. The partial adoption of SFAS 157 for financial assets and liabilities did not have a material impact
on the Company’s consolidated financial statements. Effective January 1, 2009, the Company adopted SFAS 157 for all nonfinancial
assets and nonfinancial liabilities. The adoption of SFAS 157 for nonfinancial assets and liabilities will be applied prospectively,
and there is not expected to be a material impact on the Company’s consolidated financial statements.

In October 2008, the FASB issued FSP 157-3 (“FSP 157-3"), “Determining the Fair Value of a Financial Asset When the Market
for That Asset Is Not Active.” FSP 157-3 clarifies the application of SFAS No. 157 in a market that is not active and addresses
application issues such as the use of internal assumptions when relevant observable data does not exist, the use of observable
market information when the market is not active, and the use of market quotes when assessing the relevance of observable and
unobservable data. FSP 157-3 is effective for all periods presented in accordance with SFAS No. 157. The guidance in FSP 157-3

is effective immediately and did not have an impact on the Company upon adoption.

Effective January 1, 2008, the Company adopted SFAS No. 159 (“SFAS 159”), “Fair Value Option for Financial Assets and Financial
Liabilities.” Under SFAS 159, entities may choose to measure at fair value many financial instruments and certain other items that
are not currently required to be measured at fair value. SFAS 159 also establishes recognition, presentation, and disclosure require-
ments designed to facilitate comparisons between entities that choose different measurement atcributes for similar types of assets
and liabilities. SFAS 159 does not affect any existing accounting literature that requires certain assets and liabilities to be carried at
fair value. Although the Company has adopted this standard, it has not yet elected the fair value option for any assets or liabilities
that currently are not required to be recorded at fair value. Therefore, the adoption of this standard has not had any impact on the
Company’s consolidated financial statements.
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NOTE 2 — Recent Accounting Pronouncements (continued)

In December 2007, the FASB issued SFAS No. 141 (revised 2007) (“SFAS 141R”), “Business Combinations,” and SFAS No. 160
(“SFAS 1607), “Noncontrolling Interests in Consolidated Financial Statements — an amendment of Accounting Research Bulletin
No. 51.” SFAS 141R will change how business acquisitions are accounted for and will impact financial statements both on the
acquisition date and in subsequent periods. SFAS 160 will change the accounting and reporting for minority interests, which will
be recharacterized as noncontrolling interests and classified as a component of equity. SFAS 141R and SFAS 160 are effective for
the Company beginning in the first quarter of fiscal 2009. Early adoption is not permicted. Since this guidance will be applied
prospectively, on adoption, there is not expected to be an impact to the Company’s consolidated financial statements.

NOTE 3 — Acquisitions
2008 Acquisition

On December 31, 2008, the Company closed on the acquisition of Bucler Wick, a privately held broker-dealer that provides finan-
cial advice to individuals, municipalities, and corporate clients. The Company acquired 100% of the voting interests of Budler
Wick from United Community Financial Corp. This acquisition extends the Company’s geographic reach in the Ohio Valley
region. The purchase price of $12,000 was funded from cash generated from operations. Under the purchase method of accounting,
the assets and liabilities of Butler Wick are recorded as of the acquisition date, at their respective fair values, and consolidated in
the Company’s financial statements. The excess purchase price over the estimated fair value of the tangible net assets purchased was
$3.560. The allocation of the purchase price is based upon preliminary estimates, subject to revision after the valuation and inte-
gration planning has been finalized. Revisions to the allocation will be reported as changes to various assets and liabilities, including
goodwill and other intangible assets. Butler Wick reported net revenues of $28,892 for the year ended December 31, 2008. Pro
forma information is not presented, because the acquisition is not considered to be material.

2007 Acquisitions

On February 28, 2007, the Company closed on the acquisition of Ryan Beck from BankAtlantic Bancorp, Inc. Ryan Beck’s results
of operations have been included in the Company’s consolidated statements of operations prospectively beginning on the date of
acquisition. The acquisition was made because the combination of Stifel Nicolaus and Ryan Beck represented a good strategic fit
between two well-established regional broker-dealers that share similar business models and cultures. This acquisition extends the
Company’s geographic reach in the East and Southeast regions and leverages the capabilities of the Company’s capital markets
business, strong research platforms, and technology and operations infrastructure.

Under the terms of the agreement, the Company paid initial consideration of $2,653 in cash and issued 3,701,400 shares of
Company common stock valued at $27.70 per share, which was the five-day average closing price of Company common stock for
the two days prior to, the day of, and two days subsequent to January 9, 2007, the date the negotiations regarding the principal
financial terms were substantially completed, for a total initial consideration of $105,182. The cash portion of the purchase price
was funded from cash generated from operations. In addition, the Company issued, upon obraining shareholder approval, five-
year immediately exercisable warrants to purchase up to 750,000 shares of Company common stock at an exercise price of $24.00
per share. Shareholders approved the issuance of the warrants on June 22, 2007. The estimated fair values of the warrants on date
of closing and issuance were $16,440 and $16,895, respectively. See further discussion regarding the accounting for the warrants
in Note 1.

In addition, a contingent earn-out payment is payable based on defined revenues attributable to specified individuals in Ryan
Becks existing private client division over the two-year period following closing. This earn-out is capped at $40,000. A second
contingent payment is payable based on defined revenues attributable to specified individuals in Ryan Beck's existing investment
banking division. The investment banking earn-out is equal to 25% of the amount of investment banking fees, as defined, over
$25,000 for each successive year in the two-year period following closing.

Each of the contingent earn-out payments is payable, at the Company’s election, in cash or common stock. Any contingent payments
will be reflected as additional purchase consideration and reflected in goodwill.

The Company obtained the approval of shareholders on June 22, 2007, for the issuance of up to 1,500,000 additional shares of
Company common stock for the payment of contingent earn-out consideration. The Company has estimated a potential private
client contingent earn-out payment of approximately $21,000 based upon actual-to-date revenue production and current projec-
tions. On August 14, 2008, the Company agreed to prepay $9,585 of BankAtlantic’s pro-rata share of that estimated private client
contingent earn-out payment in exchange for a $10,000 permanent reduction of BankAtlantic’s pro-rata share of the private client
contingent payment. The Company elected to make such pre-payment using 233,500 shares of Company common stock at an
agreed upon per share price of $41.05 per share. The Company recorded $5,469 for the remaining estimated contingent earn-out
recorded at December 31, 2008. The Company paid the contingent payment of $1,790 related to the first-year investment banking
earn-out in 57,059 shares of Company common stock valued at $31.35 per share in the second quarter of 2008, with partial
shares paid in cash. Based on current market conditions and the decrease in investment banking revenues, the Company will not
be required to pay the second-year investment banking contingent earn-out.
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NOTE 3 — Acquisitions (continued)

In addition to the transaction consideration described above, the Company i) established a retention program for certain associates of
Ryan Beck valued at approximately $47,916, consisting of $24,423 employee loans paid in cash and 591,269 Company restricted
stock units valued at $23,493 using a share price of $39.73, the price on the date of shareholder approval; and ii) issued 420,372
restricted stock units valued at approximately $16,673 using the price on the date of shareholder approval, in exchange for Ryan
Beck appreciation units related to the Ryan Beck deferred compensation plan. On June 22, 2007, the Company obrained share-
holder approval for the Stifel Financial Corp. 2007 Incentive Stock Plan (for Ryan Beck Employees) from which the above units
were issued. Additionally, as a result of the amendment to the Ryan Beck deferred compensation plans in June 2007, the Company
recorded a $20,568 charge to “Employee compensation and benefits.” See Note 19 for further details.

The following unaudited pro forma financial data assumes the acquisition of Ryan Beck had occurred at the beginning of each
period presented. The pro forma financial information is presented for informational purposes only and is not indicative of the
results of operations that would have been achieved if the acquisition had taken place at the beginning of each of the periods pre-
sented. The unaudited pro forma results do not include any anticipated Ryan Beck future cost savings related to the elimination of
clearing fees and redundant corporate overhead expenses.

Year Ended
December 31, 2007 December 31, 2006
(unaudited) (unaudited)
Total revenues $799,917 $664,273
Net income (loss) X $28,458 $(232)
Diluted earnings (loss) per share $0.93 $(0.01)
Diluted weighted average shares outstanding' 27,573 21,230

'For 2000, basic and diluted shares are the same, as dilutive securities related to employee benefit plans would be anti-dilutive.

The above unaudited results for each year include compensation expense related to the amortization of $24,423 employee loans paid
in cash and 591,269 restricted stock units valued at $23,493 in the establishment of the Ryan Beck retention program and compen-
sation expense related to the exchange for Ryan Beck appreciation units related to the Ryan Beck deferred compensation plan.

On April 2, 2007, the Company completed its acquisition of First Service Financial Company (“First Service”), a Missouri
corporation, and its wholly owned subsidiary, First Service Bank, a Missouri bank, by means of the merger (the “Merger”) of
First Service with and into FSFC Acquisition Co. (“AcquisitionCo”), a Missouri corporation and wholly owned subsidiary of

the Company, with AcquisitionCo surviving the Merger. The acquisition was completed to serve the Private Client Group more
effectively and to position the Company for growth by leveraging its large private client network. The total consideration paid by
the Company in the Merger for all of the outstanding shares of First Service was $37,896 in cash; of this amount, approximarely
$990 has been deposited into escrow pending satisfaction of certain contingencies provided for in an escrow agreement among
the Company, First Service, AcquisitionCo, UMB Bank, N.A., as escrow agent, and the shareholders’ committee specified in the
escrow agreement. The amount placed in escrow was released to First Service during 2008. The acquisition was funded by the net
proceeds to the Company from the sale of the Junior Subordinated Debentures to Stifel Financial Capital Trust III (See Note 13).
Upon consummation of the Merger, the Company became a bank holding company and a financial holding company, subject to
the supervision and regulation of The Board of Governors of the Federal Reserve System. Also, First Service converted its charter
from a Missouri bank to a Missouri trust company and changed its name to Stifel Bank & Trust. Insignificant adjustments were
made to the purchase price allocation during 2008 related to an income tax refund of $103 received during the year. The good-
will and intangible assets of $18,842 were assigned to a newly created “Stifel Bank” operating segment. Supplemental pro forma
information is not presented, because the acquisition is not considered to be material. The total amount of goodwill and intangible
assets is not deductible for tax purposes.

2006 Acquisition

On December 5, 2006, the Company closed on the acquisition of the private client business and purchased certain assets and
assumed certain lease obligations of Miller Johnson Steichen Kinnard (“M]JSK”), a privately held broker-dealer. Under the terms of
the agreement, the Company paid $7,780 in cash. In addition, the Company paid $440 for transfer and legal fees. The acquisition
was made to continue to grow the Company’s Private Client business. In addition, in January 2007, Stifel Nicolaus issued approxi-
mately $4,133 in upfront notes and $493 in Company restricted stock units to certain financial advisors. The summary of the fair
values of the net assets acquired as of December 5, 2000, is as follows: customer list of $2,296, goodwill of $4,846, non-compete
agreements of $734, and fixed assets of $344. The customer list is amortized over a ten-year period, and the non-compete agree-
ments are amortized over a five-year period. The goodwill is deductible for tax purposes. Supplemental pro forma information

is not presented, because the acquisition is not considered to be material. The results of operations of MJSK are included in the
Company’s consolidated statements of operations from the date of acquisition.
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NOTE 3 — Acquisitions ( continued)
2005 Acquisttion

On December 1, 2005, the Company closed on the acquisition of the LM Capital Markets from Citigroup Inc. The LM Capital
Markets business was part of Legg Mason Wood Walker, Inc. (“LMWW”), which Citigroup Inc. acquired from Legg Mason, Inc.
in a substantially simultaneous closing. The LM Capital Markets business acquired by the Company included the Investment
Banking, Equity and Fixed Income Rescarch, Equity Sales and Trading, and Taxable Fixed Income Sales and Trading Department
of LMWW. A component of the purchase price included a contingent earn-out payment of up to an additional $30,000 based on
the performance of the combined capital markets business of both the Company’s pre-closing Fixed Income and Equity Capital
Markets business and LM Capital Markets for three years after the acquisition date, starting on January 1, 2006. During fiscal
years 2008, 2007, and 20006, the Company recorded an earn-out liability of $16,255, $9,940, and $360, respectively, which was
accounted for as additional purchase price.

NOTE 4 — Fair Value Measurements

The following table presents the valuation of the Company’s financial instruments measured at fair value on a recurring basis by
pricing levels as of December 31, 2008:

Quoted Prices Significant
in Active Markets Significant Other Unobservable
Jor ldentical Assets Observable Inputs Inputs Balance as of
(Level 1) (Level 2) (Level 3) December 31, 2008

Assets
Cash equivalents $172,589 $ -- $ -- $172,589
‘Trading sccurities owned and pledged:

U.S. government and agency securities 13,876 26,525 -- 40,401

State and municipal bonds 4,397 20,553 7,143 32,093

Corporate obligations 11,820 27,150 4,161 43,131

Corporate stocks 14,094 -- 11,366 25,460
Total trading securities owned and pledged 44,187 74,228 22,670 141,085
Available-for-sale securities:

U.S. government agencies - - 8,591 -- 8,591

State and political subdivisions -- 1,531 -- 1,531

Mortgage-backed securities — agency collateralized -- 12,430 -- 12,430

Mortgage-backed securities — non-agency collateralized -- 17,422 - 17,422

Asset-backed securities -- -- 10,423 10,423
Total available-for-sale securities -- 39,974 10,423 50,397
Investments:

Marketable equity securities 2,668 -- - 2,668

Mutual funds 23,082 -- -- 23,082

U.S. government obligations 9 7,123 -- 7,132

Other investments 90 419 5,169 5,678
Total investments 25,849 7,542 5,169 38,560
Total assets measured at fair value on a recurring basis $242,625 $121,744 $38,262 $402,631
Liabilities
Trading securities sold, but not yet purchased:

U.S. government and agency securities $ 33,279 $ -- $ -- $ 33.279

State and municipal bonds -- 154 -- 154

Corporate obligations 24,081 37,931 -- 62.012

Corporate stocks 3,489 -- .- 3,489
Total trading securities sold, but not yet purchased 60,849 38,085 -- 98,934
Tortal liabilities measured at fair value on a recurring basis $ 60,849 $ 38,085 $ -- $ 98,934
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NOTE 4 — Fair Value Measurements (continued)

The Company’s investment in a convertible promissory note issued by FSI, and U.S. Government securities used to fund the

Company’s venture capital activities in qualified Missouri business are classified as held-to-maturity and included in “Investments”
in the consolidated statements of financial condition and therefore not included in the above analysis of fair value at December 31,
2008. See Note 21 for further details on the Company’s venture capital activities and Note 27 for details regarding our investment

in ESI.

The following table presents the changes in fair value carrying values associated with Level III financial instruments during the
twelve months ended December 31, 2008:

Trading Securities Available-for-Sale

Owned and Pledged Securities Investments Total
Balance, beginning of period $ -- $ 10,074 $ 5,653 $ 15,727
Unrealized losses
Included in net income relating to instruments
still held at the reporting date (2,114) -- (1,907) ( 4,021)
Included in other comprehensive income -- ( 5,456) -- ( 5,456)
Realized gains (losses) - - -- -- --
Purchases, issuances, and settlements 8,625 ( 8,305) 1,385 1,705
Transfers in to Level 3 16,159 21,684 38 37,881
Transfers out of Level 3 - - ( 7,574) -- ( 7,574)
Balance at December 31, 2008 $ 22,670 $ 10,423 $ 5,169 $ 38,262

The results included in the table above are only a component of the overall trading strategies of the Company. The table above
does not present Level I or Level II valued assets or liabilities. The Company did not have any Level I1I liabilities at December 31,
2008 or January 1, 2008. The changes to the Company’s Level III classified instruments were principally a result of: transfers of
preferred and municipal auction rate securities from Level Il into Level III during the first quarter; purchases during the second
and third quarter; unrealized losses; sales of auction rate securities at par during the third quarter; and transfers out at the end

of the second quarter. On June 30, 2008, Stifel Bank transferred an asset-backed security with a par value of $10,000 from its
available-for-sale portfolio to its held-to-maturity portfolio. The estimated fair value at the date of transfer was $7,574. See further
discussion regarding this transfer in Note 6. During September 2008, auction rate securities with a par value of $11,600 were
called at par. The Company was carrying these auction rate securities at the estimated fair value of $11,020 due to the illiquid
markets for these types of securities. As a result, the $580 unrealized loss and related deferred tax benefit were removed from
accumulated other comprehensive income.

NOTE 5 — Securities Owned and Securities Sold, But Not Yet Purchased

The components of securities owned and securities sold, but not yet purchased, at December 31, 2008 and 2007, are as follows:

December 31, 2008 December 31, 2007

Sold, But Not Sold, But Not

Securities, at fair value Owned Yet Purchased Owned Yet Purchased
U.S. Government obligations $ 40,401 $33,279 $ 53,086 $ 15,582
State and municipal bonds 32,093 154 52,257 68
Corporate obligations 43,131 62,012 14,150 11,856
Corporate stocks 25,460 3,489 17,565 9,107
$141,085 $98,934 $137,058 $ 36,613

The Company pledges securities owned as collateral to counterparties, who have the ability to repledge the collateral; therefore, the
Company has reported the pledged securities under the caption “Securities owned and pledged, at fair value” in the consolidated
statements of financial condition.
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NOTE 6 — Available-for-Sale Securities and Held-to-Maturity Securities

The following tables provide a summary of the amortized cost and fair values of Stifel Bank’s available-for-sale securities and held-
to-maturity securities at December 31, 2008 and 2007:

December 31, 2008

Giross (1) 'ux.;

Amortized Unrealized Unrealized
Available-for-sale Cost Gains Losses Fuir Vialue
U.S. Government agencies $ 8,447 $144 $ -- $ 8,591
State and political subdivisions 1,513 19 ( 1) 1,531
Mortgage-backed securities — agency collateralized 12,821 -- ( 391) 12,430
Mortgage-backed securities — non-agency collateralized 23,091 -- (5,669) 17,422
Asset-backed securities 11,400 -- ( 977) 10,423

$57,272 $163 $(7,038) $50,397
Held-to-maturity:
Asset-backed securities $ 7,574 $ -- $ -- $ 7,574

December 31, 2007

Gross Crross

Amortized Unrealized Unrealized
Available-for-sale Cost Guains Losses lair Vilue
U.S. Government agencies $22,485 $278 $( 1) $22,762
State and political subdivisions 15,121 5 - - 15,126
Mortgage-backed securities — agency collareralized 13,465 -- ( 10 13,455
Mortgage-backed securities — non-agency collateralized 14,444 232 - - 14,676
Corporate bonds 2,993 -- ( 23 2.970
Asset-backed securities 19,699 -- (1,581) 18,118

$88,207 $515 $(1,615) $87,107

During the year ended December 31, 2008, available-for-sale securities with an aggregate par value of $37,206 were called by the
issuing agencies or matured, including $11,600 par value of auction rate securities, resulting in no gains or losses recorded through
the consolidated statement of operations. Additionally, for 2008, the Company received principal payments on asset-backed and
mortgage-backed securities of $3,751. During the second quarter of 2008, the Company sold corporate bonds for the approximate
carrying value (fair value) of $2,993. There were no calls, sales, maturities, or principal payments during the year ended December 31,
2007. During 2008, unrealized losses, net of deferred tax benefits, of $5,635 were recorded in accumulated other comprehensive
loss. During 2007, unrealized losses, net of deferred tax benefits, of $660 were recorded in accumulated other comprehensive loss.

On June 30, 2008, Stifel Bank transferred $10,000 par value asset-backed securities, consisting of investment-grade trust preferred
securities related primarily to banks, with an amortized cost basis of $10,069 from its available-for-sale securities portfolio to its
held-to-maturity portfolio. This security was transferred at the estimated fair value of $7,574. The gross unrealized loss of $2,495
included in accumulated other comprehensive income is being amortized as an adjustment of yield over the remaining life of the
security. Amortization of $33, ner of tax, related to the unrealized loss was recorded as an adjustment of yield for the period July 1,
2008 to December 31, 2008. The estimated fair value of these held-to-maturity securities at December 31, 2008, was $6,250.
The estimated fair value was determined using several factors; however, primary weight was given to discounted cash flow modeling
techniques that incorporated an estimated discount rate based upon recent observable debt security issuances with similar charac-
teristics. Based upon the results of this analysis and Stifel Bank’s intent and ability to hold this investment to maturity, the Company
has determined that the expected cash flows of this investment support the estimated fair value.
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NOTE 6 — Available-for-Sale Securities and Held-to-Maturity Securities (continued)

The amortized cost and fair value of available-for-sale and held-to-maturity securities at December 31, 2008, by contractual
maturity, is shown below. Expected maturities will differ from contractual maturities, because issuers may have the right to call
or prepay obligations with or without call or prepayment penalties.

Available-for-Sale

Held-to-Maturity

Amortized Amortized
Cost Fair Value Cost Fair Value
U.S. Government and state and political agencies
and other non-mortgage debt securities:

Within one year $ 4,193 $ 4,012 $ - $ -
One to three years 7,651 6,921 -- --
Three to five years 2,061 2,072 -- --
Five to ten years 7,455 7,540 -- --
Over ten years -- -- 7,574 6,250
Mortgage-backed securities:
Five to ten years 9,967 8,502 .- - -
Over twenty-five years 25,945 21,350 -- --

$57,272 $50,397 $7.574 $6,250

The carrying value of securities pledged as collateral to secure public deposits and other purposes was $43,151 and $12,105 at
December 31, 2008 and 2007, respectively.

Certain investments in the available-for-sale portfolio at December 31, 2008, are reported in the consolidated statements of
financial condition at an amount less than their amortized cost. The total fair value of these investments at December 31, 2008,
was $39,363, which was approximately 78% of the Company’s available-for-sale investment portfolio. The amortized cost basis
of these investments was $46,401 at December 31, 2008. The declines in the available-for-sale portfolio primarily resulted from
changes in interest rates and the widening of credit spreads, and the liquidity issues that have had a pervasive impact on the market.

The following table is a summary of the amount of gross unrealized losses and the estimated fair value by length of time that the
securities have been in an unrealized loss position at December 31, 2008:

Less Than 12 Months 12 Months or More Total
Gross Gross Gross
Unrealized Unrealized Unrealized
Losses Fair Value Losses Fair Value Losses Fair Value
Available-for-sale
State and political subdivisions $( 1) $ 500 $ -- $  -- $( 1) $ 500
Mortgage-backed securities —
agency collateralized ( 391) 12,430 -- -- ( 391) 12,430
Mortgage-backed securities —
non-agency collateralized (5,669) 17,422 -- - - (5,669) 17,422
Asset-backed securities ( 181) 4,747 (796) 5,676 ( 977) 10,423
$6,242 $35,099 $(796) $5,676 $(7,038) $40,775

Stifel Bank’s investment in a held-to-maturity asset-backed security consists of investment grade pools of trust preferred securities
related to banks. Unrealized losses were caused primarily by: 1) widening of credit spreads; 2) illiquid markets for collateralized
debrt obligations; 3) global disruptions in the credit markets; and 4) increased supply of collateralized debt obligation secondary
market securities from distressed sellers. There have been no adverse changes to the estimated cash flows of these securities.

Stifel Bank’s available-for-sale securities and held-to-maturity security are reviewed quarterly in accordance with its accounting
policy for other-than-temporary impairment, which is described in Note 1, and since the decline in fair value of the securities
presented in the table above is attributable to changes in interest rates and the widening of credit spreads, and the liquidity issues
that have had a pervasive impact on the market and not credit quality, and because the Company has the ability and intent to hold
these investments until a fair value recovery or maturity, it does not consider these securities to be other-than-temporarily impaired
as of December 31, 2008.
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NOTE 6 — Available-for-Sale Securities and Held-to-Maturity Securities (continued)

The Company determined that two securities in the portfolio were other-than-temporarily impaired and recognized a loss of
$2,419 in income for the year ended December 31, 2008. No securities were identified as other-than-temporarily impaired during
the year ended December 31, 2007.

NOTE 7 — Bank Loans

The following table presents the balance and associated percentage of each major loan category in Stifel Bank’s loan portfolio at
December 31, 2008 and 2007:

2008 2007
Balance % Balance %
Commercial real estate $ 41,563 22% $ 39,184 30%
Construction and land 13,968 8 24,447 19
Commercial 27,538 15 31,526 25
Residential real estate 55,661 30 27,628 21
Home equity lines of credit 28,612 15 1,524 1
Consumer 19,628 10 3,474 3
Other 34 -- 570 1
187.004 100 128,353 100
Unamortized loan origination costs, net of loan fees 1.038 --
Loans in process ( 3.878) --
Allowance for loan losses ( 2.448) ( 1,685)
$ 181,716 $ 126,668
Changes in the allowance for loan losses at Stifel Bank were as follows:
December 31, 2008 December 31, 2007~
Allowance for loan losses, beginning of period $ 1,685 $ --
Acquisition of Stifel Bank -- 1,127
Provision for loan loss charged to operations 1,923 558
Charge-offs:
Commercial real estate ( 253) --
Real estate construction loans ( 414) --
Construction and land ( 493) ( 2)
Total charge-offs (1,160) ( 2)
Recoveries - - 2
Allowances for loan losses, end of period $ 2,448 $ 1,685
Net charge-offs to average bank loans, net outstanding 0.64% 0.00%

*The results of Stifel Bank & Trust are included prospectively from the date of acquisition of April 2, 2007.

At December 31, 2008, Stifel Bank had $30,799 in mortgage loans held for sale. For the year ended December 31, 2008, Stifel
Bank recognized a gain of $2,089 from the sale of loans originated for sale, net of fees and costs to originate these loans.

Included in the loan portfolio at December 31, 2008 and 2007 are impaired loans totaling $573 and $657, respectively, for which
there are specific loss allowances of $189 and $328, respectively. During the third quarter 2008, Stifel Bank obrtained a deed in lieu
of foreclosure on a residential construction development with an outstanding loan balance of $1,075, which was then transferred
into “Bank foreclosed assets held for sale” at its estimated fair value less cost to sell, resulting in an immaterial charge-oft. There were
no other non-accruing loans, and there were no accruing loans delinquent 90 days or more at December 31, 2008 or December 31,
2007. The gross interest income related to impaired loans, which would have been recorded had these loans been current in accor-
dance with their original terms, and the interest income recognized on these loans during the year were immaterial to the consoli-
dated financial statements. There were no troubled debt restructurings during the years ended December 31, 2008 and 2007.
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NOTE 7 — Bank Loans (continued)

At December 31, 2008 and 2007, Stifel Bank had loans outstanding to its executive officers, directors, and significant stockholders
and their affiliates in the amount of $1,578 and $4,194, respectively, and loans outstanding to other Stifel Financial Corp. execu-
tive officers, directors, and significant stockholders and their affiliates in the amount of $48 and $260, respectively. Such loans and
other extensions of credit were made in the ordinary course of business and were made on substantially the same terms (including
interest rates and collateral) as those prevailing at the time for comparable transactions with other persons.

NOTE 8 — Office Equipment and Leasehold Improvements

The following is a summary of office equipment and leasehold improvements as of December 31, 2008 and 2007.

2008 2007
Land $ -- $ 792
Furniture and fixtures 70,049 55,589
Building, leaschold, and land improvements 31,791 25,407
101,840 81,788
Less accumulated depreciation and amortization ( 54,075) (41,127)
$ 47.765 $ 40,661

For the years ended December 31, 2008, 2007, and 2006, depreciation and amortization of owned furniture and equipment, and
leasehold improvements totaled $12,948, $10,643, and $4,948, respectively, and are included in “Occupancy and equipment
rental” on the consolidated statements of operations.

NOTE 9 — Goodwill and Intangible Assets

The Company completed an annual goodwill impairment test as of July 31 in each of the years ended December 31, 2008, 2007,
and 2006 in accordance with SFAS 142. The Company’s testing did not indicate any impairment of the carrying value of good-
will. Additionally, there were no events or changes in circumstances indicating that goodwill might be impaired from the impair-
ment test date through December 31, 2008. Substantially all of our goodwill is in our Private Client Group and Equity Capital
Markets segments. Our Private Client Group segment generated record net revenues in 2008, and our Equity Capital Markets
segment had its second best year following its record net revenues in 2007.

The carrying amount of goodwill and intangible assets attributable to each of the Company’s reportable segments is presented in
the following table:

Private Equiry Fixed icome
Client Group Capital Markets Capital Markers Stifel Bank Toral

Goodwill

Balance at December 31, 2007 $ 42,303 $ 25,528 $ 7,267 $ 16,788 $ 91,886
Acquisitions/purchase price adjustments 16,070 16,340 4,085 ( 103) 36,392
Balance at December 31, 2008 58,373 41,868 11,352 16,685 128,278
[ntangible Assets

Balance at December 31, 2007 12,336 3,394 1,212 1,773 18,715
Net additions - - 350 -- -- 350
Transfers 574 ( 600) 26 -- - -
Amortization of intangible assets (2,022) ( 487) ( 153) ( 419) ( 3,081)
Balance at December 31, 2008 10,888 2,657 1,085 1,354 15,984
Total goodwill and intangible assets $ 69,261 $ 44,525 $ 12,437 $ 18,039 $ 144,262

The changes in goodwill during 2008 primarily consist of accruals for the third-year contingent payment for the LM Capital Markets
of $16,255, contingent payments, accruals, and purchase price adjustments of $16,698 for the Ryan Beck acquisition, and the
purchase of Butler Wick on December 31, 2008.
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NOTE 9 — Goodwill and Intangible Assets (continued)

Intangible assets consist of acquired customer lists, core deposits, and non-compete agreements that are amortized to expense
over their contractual or determined useful lives, as well as backlog, which is amortized against revenue as specific transactions are
closed. The gross and accumulated amortization balances of intangibles are as follows:

December 31, 2008 December 31, 2007
Gross Gross

Carrying Accumulated Carrying Accumulated
Amortized intangible assets Amount Amortization Net Amount Amortization Net
Customer lists $19,533 $5.371 $14,162 $19,533 $3,301 $16,232
Core deposits 2,157 804 1,353 2,157 384 1,773
Other 2,584 2,115 469 2,234 1,524 710

$24,274 $8,290 $15,984 $23,924 $5,209 $18,715

Aggregate amortization expense related to intangible assets was $3,081, $3,601, and $815 for each of the years ended December 31,
2008, 2007, and 2006, respectively. Estimated annual amortization expense for the next five years is: 2009 - $2,372; 2010 - $2,093;
2011 - $1,896; 2012 - $1,618; and 2013 - $1,461. The weighted average remaining lives of the following intangible assets at
December 31, 2008 are: customer lists, 6.5 years; core deposits, 6.5 years; and non-compete agreements, 0.8 years.

NOTE 10 — Short-Term Borrowings From Banks

The Company’s short-term financing related to the broker-dealer business is generally obtained through the use of bank loans and
securities lending arrangements. Stifel Nicolaus borrows from various banks on a demand basis with company-owned and customer
securities pledged as collateral. The value of the customer-owned securities is not reflected in the consolidated statements of financial
condition. Available ongoing credit arrangements with banks totaled $600,000 at December 31, 2008, all of which was unused.
There are no compensating balance requirements under these arrangements. At December 31, 2008, there were no short-term
borrowings from banks. At December 31, 2007, short-term borrowings from banks were $127,850 at an average rate of 4.53%,
which were collateralized by company-owned securities valued ac $151,714. The average short-term bank borrowing was $132,660,
$156,778, and $148,683 in 2008, 2007, and 2006, respectively, at weighted average daily interest rates of 2.28%, 4.86%, and 5.36%,
respectively. At December 31, 2008 and 2007, Stifel Nicolaus had a stock loan balance of $16,987 and $138,475, respectively, at
weighted average daily interest rates of 0.52% and 4.12%, respectively. The average outstanding securities lending arrangements uti-
lized in financing activities were $105,424, $119,590, and $114,913 in 2008, 2007, and 2006, respectively, at weighted average daily
effective interest rates of 2.47%, 4.82%, and 4.85%, respectively. Customer-owned securities were utilized in these arrangements.

NOTE 11 - Federal Home Loan Bank Advances and Other Secured Financing

At December 31, 2008, Stifel Bank had $6,000 of credit extended from the Federal Home Loan Bank, consisting of advances.

Of the $6,000 advances outstanding, $4,000 is at a rate of 2.86% and matures on April 30, 2009, and $2,000 is at a rate of 3.20%
and matures on April 30, 2010. Stifel Bank did not have any such advances outstanding at December 31, 2007. The average Federal
Home Loan Bank advances outstanding were $10,739 and $3,642 in 2008 and 2007, respectively, at weighted average daily interest
rates of 2.56% and 5.32%, respectively.

In 2008 and 2007, Stifel Bank had average federal funds and repurchase agreements outstanding of $887 and $119, respectively,
at weighted average interest rates of 2.30% and 3.33%, respectively.

NOTE 12 — Bank Deposits

Deposits consist of customer bank deposits, savings accounts, and time deposits. Deposits at December 31, 2008 and 2007 are
summarized as follows:

2008 2007

Demand deposits — non-interest bearing $ 23,102 $ 9,260
Demand deposits — interest bearing 4,258 3,054
Money market accounts 232,935 133,057
Savings accounts 341 365
Certificates of deposit, less than $100 13,430 27,324
Certificates of deposit, $100 and greater 10,666 19,421

$284,798 $192,481

The weighted average interest rate on deposits was approximately 0.4% and 4.3% at December 31, 2008 and 2007, respectively.
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NOTE 12 — Bank Deposits (continued)

Scheduled maturities of certificates of deposit at December 31, 2008 and 2007 were as follows:

2008 2007
Certificates of deposit, less than $100:
Within one year $ 8,525 $22,984
One to three years 3,562 2,998
Over three years 1,349 1,342
$13,436 $27,324
Certificates of deposit, $100 and greater:
Within one year $ 7,455 $16,002
One to three years 1,949 2,501
Over three years 1,262 918
$10,666 $19,421

At December 31, 2008 and 2007, the amount of deposits includes deposits of related parties, including $228,653 and $118,160,
respectively, of brokerage customer’s deposits from Stifel Nicolaus, and interest-bearing and time deposits of executive officers,
directors, and significant stockholders and their affiliates of $750 and $1,114, respectively. Such deposits were made in the ordinary
course of business and were made on substantially the same terms (including interest rates) as those prevailing at the time for com-
parable transactions with other persons.

At December 31, 2008 and 2007, customer demand deposit overdrafts of $34 and $570, respectively, have been recorded as “Bank
loans” on the consolidated statements of financial condition.

NOTE 13 — Debentures to Stifel Financial Capital Trusts

On August 12, 2005, the Company completed its private placement of $35,000 of 6.38% Cumulative Trust Preferred Securities. The
trust preferred Securities were offered by Stifel Financial Capital Trust II (the “Trust II”), a non-consolidated wholly owned Delaware
business trust subsidiary of the Company. The trust preferred securities mature on September 30, 2035, but may be redeemed by the
Company, and in turn, the Trust IT would call the debenture beginning September 30, 2010. The Trust II requires quarterly distribu-
tions of interest to the holders of the trust preferred securities. Distributions will be payable at a fixed interest rate equal to 6.38% per
annum from the issue date to September 30, 2010, and then will be payable at a floating interest rate equal to three-month London
Interbank Offered Rate (“LIBOR”) plus 1.70% per annum. The trust preferred securities represent an indirect interest in a junior
subordinated debenture purchased from the Company by the Trust II. The debenture bears the same terms as the trust preferred
securities and is presented as “Debenture to Stifel Financial Capital Trust 1I” in the consolidated statements of financial condition.

On March 30, 2007, the Company completed its private placement of $35,000 of 6.79% Cumulative Trust Preferred Securities.
The trust preferred securities were offered by Stifel Financial Capital Trust III (the “Trust III”), a non-consolidated wholly owned
Delaware business trust subsidiary of the Company. The trust preferred securities mature on June 6, 2037, but may be redeemed by
the Company and, in turn, Trust [IT would call the debenture beginning June 6, 2012. Trust III requires quarterly distributions of
interest to the holders of the trust preferred securities. Distributions will be payable quarterly in arrears at a fixed interest rate equal
to 6.79% per annum from the issue date to June 6, 2012, and then will be payable at a floating interest rate equal to three-month
LIBOR plus 1.85% per annum. The trust preferred securities represent an indirect interest in a junior subordinated debenture
purchased from the Company by Trust IIl. The debenture bears the same terms as the trust preferred securities and is presented as
“Debentures to Stifel Financial Capital Trust III” in the Company’s consolidated statements of financial condition. The net proceeds
to the Company from the sale of the Junior Subordinated Debentures to Trust III were utilized to fund the acquisition of Stifel Bank.

On June 28, 2007, the Company completed its private placement of $35,000 of 6.78% Cumulative Trust Preferred Securities.
The trust preferred securities were offered by Stifel Financial Capital Trust IV (the “Trust IV”), a non-consolidated wholly owned
Delaware business trust subsidiary of the Company. The trust preferred securities mature on September 6, 2037, but may be
redeemed by the Company and, in turn, Trust IV would call the debenture beginning September 6, 2012. Trust IV requires
quarterly distributions of interest to the holders of the trust preferred securities. Distributions will be payable quarterly in arrears
at a fixed interest rate equal to 6.78% per annum from the issue date to September 6, 2012, and then will be payable at a float-
ing interest rate equal to three-month LIBOR plus 1.85% per annum. The trust preferred securities represent an indirect interest
in a junior subordinated debenture purchased from the Company by Trust IV. The debenture bears the same terms as the trust
preferred securities and is presented as “Debentures to Stifel Financial Capital Trust IV” in the Company’s consolidated statements
of financial condition. The net proceeds to the Company from the sale of the Junior Subordinated Debentures to Trust IV were
used to call, on July 13, 2007, the Company’s $34,500, 9% Cumulative Trust Preferred Securities, issued through Stifel Financial
Capital Trust I on April 25, 2002, and callable June 30, 2007.
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NOTE 13 — Debentures to Stifel Financial Capital Trusts ( continued)

On November 28, 2007, the Company purchased $10,000 par value of 6.78% Cumulative Trust Preferred Securities in an open
market transaction for $6,250. The Cumulative Trust Preferred Securities were originally offered and sold by Stifel Financial
Capital Trust IV. As a result, the'Company extinguished $10,000 of its debenture to Stifel Financial Capital IV and recorded an
approximate $3,750 gain before certain expenses and taxes in the fourth quarter of 2007 reflected in “Other revenues” on the
Company’s consolidated statements of operations.

Additionally, on November 4, 2008, the Company issued 142,196 shares of Company common stock in exchange for $12,500
par value of 6.78% Cumulative Trust Preferred Securities, originally offered and sold by Stifel Financial Capital Trust IV. As a
result, the Company extinguished $12,500 of its debenture to Stifel Financial Capital Trust IV in the fourth quarter of 2008 and
recorded an approximate $6,700 gain before certain expenses and taxes reflected in “Other revenues” on the Company’s consoli-
dated statements of operations.

NOTE 14 — Liabilities Subordinated to Claims of General Creditors

The Company has a deferred compensation plan available to financial advisors who achieve a certain level of production, whereby a
certain percentage of their earnings are deferred as defined by the plan, a portion of which is deferred in stock units and the balance
into optional investment choices. The Company obtained approval from the New York Stock Exchange to subordinate the liabiliry
for future payments to financial advisors for that portion of compensation not deferred in stock units. The Company issued cash
subordination agreements to participants in the plan pursuant to provisions of Appendix D of Exchange Act Rule 15¢3-1 and
included in its computation of net capital the following (in thousands):

Distribution
Plan Year January 31, Amount
2003 2009 $ 1,300
2004 2010 1,391
2005 2011 1,474
2006 2012 1,722
2007 2013 2,328
$ 8,215
Unamortized expense  (3,853)
$ 4,362

At December 31, 2008, the fair value of the liabilities subordinated to claims of general creditors using interest rates commensurate
with borrowings of similar terms was $7,552.

NOTE 15 — Commitments and Contingencies
Concentration of Credit Risk

The Company provides investment, capital-raising, and related services to a diverse group of domestic customers, including gov-
ernments, corporations, and institutional and individual investors. The Company’s exposure to credit risk associated with the non-
performance of customers in fulfilling their contractual obligations pursuant to securities transactions can be directly impacted

by volatile securities markets, credit markets, and regulatory changes. This exposure is measured on an individual customer basis
and on a group basis for customers that share similar attributes. To alleviate the potential for risk concentrations, counterparty
credit limits have been implemented for certain products and are continually monitored in light of changing customer and market
conditions. As of December 31, 2008 and 2007, the Company did not have significant concentrations of credit risk with any one
customer or counterparty, or any group of customers or counterparties.

Other Commitments

In the normal course of business, the Company enters into underwriting commitments. Settlement of transactions relating to such
underwriting commitments, which were open December 31, 2008, had no material effect on the consolidated financial statements.

In connection with margin deposit requirements of The Options Clearing Corporation, the Company had pledged customer-
owned securities valued at $56,342 to satisfy the minimum margin deposit requirement of $46,929 at December 31, 2008.

In connection with margin deposit requirements of the National Securities Clearing Corporation, the Company had deposited
$18,000 in cash at December 31, 2008, which satisfied the minimum margin deposit requirements of $12,846.
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NOTE 15 — Commitments and Contingencies (continued)

The Company also provides guarantees to securities clearinghouses and exchanges under their standard membership agreement,
which requires members to guarantee the performance of other members. Under the agreement, if another member becomes unable
to satisfy its obligations to the clearinghouse, other members would be required to meet shortfalls. The Company’s liability under
these agreements is not quantifiable and may exceed the cash and securities it has posted as collateral. However, the potential require-
ment for the Company to make payments under these arrangements is considered remote. Accordingly, no liability has been
recognized for these arrangements.

The Company has received inquiries from the Securities and Exchange Commission (“SEC”), the Financial Industry Regulatory
Authority (“FINRA”), and several state regulatory authorities requesting information concerning the Company’s transactions in
auction rate securities. Additionally, the Company and its subsidiary, Stifel Nicolaus, have been named in civil suits. See further
information regarding the civil suits in Note 16.

In the ordinary course of business, Stifel Bank has commitments to extend credit in the form of commitments to originate loans,
standby letters of credit, and lines of credit. See Note 20 for further details.

Operating Lease Commitments

The future minimum rental and third-party vendor service commitments at December 31, 2008, with initial or remaining non-
cancelable terms in excess of one year, some of which contain escalation clauses and renewal options, are as follows (in thousands):

Operating Leases and
Year Ending December 31, Service Agreements
2009 $ 41,054
2010 30,224
2011 22,997
2012 16,236
2013 13,187
Thereafter 36,168
Minimum Commitments . $159,866

Rental expense for the years ended December 31, 2008, 2007, and 2006, was $31,736, $29,614, and $15,197, respectively.
The Company amortizes office lease incentives and rent escalations on a straight-line basis over the life of the lease.

NOTE 16 - Legal Proceedings

The Company and its subsidiaries are named in and subject to various proceedings and claims arising primarily from its securities
business activities, including lawsuits, arbitration claims, class actions, and regulatory matters. Some of these claims seek substantial
compensatory, punitive, or indeterminate damages. The Company and its subsidiaries are also involved in other reviews, inves-
tigations, and proceedings by governmental and self-regulatory organizations regarding its business, which may result in adverse
judgments, settlements, fines, penalties, injunctions, and other relief. The Company is contesting the allegations in these claims,
and believes that there are meritorious defenses in each of these lawsuits, arbitrations, and regulatory investigations. In view of the
number and diversity of claims against the Company, the number of jurisdictions in which litigation is pending, and the inherent
difficulty of predicting the outcome of litigation and other claims, the Company cannot state with certainty what the eventual
outcome of pending litigation or other claims will be. In management’s opinion, based on currently available information, review
with outside legal counsel, and consideration of amounts provided for in the accompanying consolidated financial statements with
respect to these matters, the ultimate resolution of these matters will not have a material adverse impact on the Company’s financial
position. However, resolution of one or more of these matters may have a material effect on the results of operations in any future
period, depending upon the ultimate resolution of those matters and depending upon the level of income for such period.

The regulatory investigations include inquiries from the SEC, the FINRA, and several state regulatory authorities requesting
information concerning the Company’s activities with respect to ARS, and inquiries from the SEC and a state regulatory authority
requesting information relating to the Company’s role in investments made by five Southeastern Wisconsin school districts (the
“school districts”) in transactions involving collateralized debt obligations (“CDOs”). The Company intends to cooperate fully
with the SEC, FINRA, and the several states in these investigations. While it is management’s opinion, based upon currently
available information and review with outside counsel, that no adverse regulatory action should be taken against the Company or
its subsidiaries in connection with these investigations, there can be no assurance that regulatory action will not be taken.
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NOTE 16 — Legal Proceedings (continued)

Current claims include a civil lawsuit filed in the United States District Court for the Eastern District of Missouri on August 8,
2008, seeking class action status for investors who purchased and continue to hold ARS offered for sale between fune 11, 2003
and February 13, 2008, the date when most auctions began to fail and the auction market froze, which alleges misrepresentation
about the investment characteristics of ARS and the auction markets. The Company believes, based upon currently available
information and review with outside counsel, that it has meritorious defenses to this lawsuit, and intends to vigorously defend all
claims asserted therein.

Additionally, the Company is named in a civil lawsuit filed in the Circuit Courr of Milwaukee, Wisconsin on September 29, 2008.
The lawsuit has been filed against the Company, Royal Bank of Canada Europe Ltd. (“RBC”), and certain other RBC entities

by the school districts and the individual trustees for other post-employment benefit (“OPEB”) trusts established by those school
districts (“che “Plaintiffs”). The suit was removed to the United States District Court for the Eastern District of Wisconsin on
October 31, 2008. The suit arises out of the purchase of certain CDOs by the OPEB trusts. The RBC entities structured and served
as “arranger” for the CDOs. The Company served as placement agent/broker in connection with the OPEB trusts purchase of the
investments. The total amount of the investments made by the OPEB trusts was $200,000. Plaintiffs assert that the school districts
contributed $37,500 to the OPER trusts to purchase the investments. The balance of $162,500 used to purchase the investments
was borrowed by the OPEB trusts. The recourse of the lender is the OPEB trust assets and the moral obligation of the school dis-
tricts. The legal claims asserted include violation of the Wisconsin Securities Act, fraud, and negligence. The lawsuit seeks equitable
relief, unspecified compensatory damages, treble damages, punitive damages, and attorney’s fees and costs. The Plaintiffs claim that
the RBC entities and the Company either made misrepresentations or failed to disclose material facts in connection with the sale of
the CDOs in violation of the Wisconsin Securities Act. The Company believes the Plaintiffs reviewed and understood the relevant
offering materials and that the investments were suitable based upon, among other things, receipt of a written acknowledgement of
risks from the Plaintiffs. The Company believes, based upon currently available information and review with outside counsel. that it
has meritorious defenses to this lawsuit, and intends to vigorously defend all of the Plaintiffs’ claims.

In connection with ARS, the Company’s U.S. broker-dealer subsidiaries have been subject to ongoing investigations by the SEC
and other regulatory authorities, with which it is cooperating fully, as stated above. The Company is also named in a class action
lawsuit similar to that filed against a number of brokerage firms alleging various securities law violations in connection with the
sale of ARS, which it is vigorously defending. As of February 20, 2009, our clients held approximately $243,000 of ARS.

Several large banks and brokerage firms, most of which were the primary underwriters of and supported the auctions for ARS,
have announced agreements, usually as part of a regulatory settlement, to repurchase ARS at par from some of their clients. Other
brokerage firms have entered into similar agreements. The Company is, in conjunction with other industry participants, actively
seeking solutions to ARS’ illiquidity, which may include the restructuring and refinancing of those ARS. Should these issuer
redemptions and refinancings continue, the Company’s clients’ holdings could be reduced further; however, there can be no assur-
ance these events will continue. Additionally, on February 11, 2009, the Company announced a voluntary partial repurchase plan
for certain ARS. Under the voluntary plan, and subject to applicable regulatory limitations, the Company will offer to purchase,
at par, the greater of 10% or twenty-five thousand dollars of ARS held by retail clients who purchased these securities from the
Company prior to the ARS market collapse and who continue to hold them in retail clients” accounts. In exchange, the Company
will take an assignment of clients” actionable legal claims against the major ARS market participants for the amounts repurchased.
The proposed plan, if fully implemented, would provide a measure of liquidity to the frozen ARS market, and result in approxi-
mately 40% of its retail clients receiving 100% liquidity for their ARS. Based on further review of the voluntary repurchase plan,
previously announced on February 11, 2009, the Company has determined that it may increase the amount of ARS that it will
voluntarily repurchase from certain of its clients who purchased and continue to hold ARS, depending upon future circumstances.
The plan excludes employee accounts. If the Company were to consider resolving pending claims, inquiries, or investigations by
offering to repurchase all or some portion of these ARS at par from its clients in addition to the ARS repurchased as a result of the
announced voluntary partial repurchase plan, as stated above, the Company would be required to assess whether it had sufficient
regulatory capital or borrowing capacity to do so, and there is no assurance that it would have such capital or capacity. In addition,
while the Company believes it has made adequate provision for loss related to the buyback of ARS held by retail clients, additional
losses may be incurred related to the resolution of all pending claims, inquiries, or investigations which would adversely affect the
Company’s results of operations and financial position.

NOTE 17 — Regulatory Capital Requirements

Broker-dealers may be prohibited from expanding their business and declaring cash dividends. A broker-dealer that fails to comply
with the Uniform Net Capital Rule may be subject to disciplinary actions by the SEC and self-regulatory organization, such as
FINRA, including censures, fines, suspension, or expulsion. Stifel Nicolaus and Butler Wick have chosen to calculate their net capital
under the alternative method, which prescribes that their net capital shall not be less than the greater of $1,000 and $250, respec-
tively, or two percent of aggregate debit balances (primarily receivables from customers and broker-dealers) computed in accordance
with the SEC’s Customer Protection Rule (Rule 15¢3-3). CSA calculates its net capital under the aggregate indebtedness method,
whereby its aggregate indebtedness may not be greater than fifteen times its net capital (as defined). CSA has consistently operated
in excess of their capital adequacy requirements. The only restriction with regard to the payment of cash dividends by the Company
is its ability to obtain cash through dividends and advances from its subsidiaries, if needed.
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NOTE 17 - Regulatory Capital Requirements (continned)

At December 31, 2008, Stifel Nicolaus had net capital of $188,828, which was 58.0% of aggregate debit items and $178,720 in
excess of minimum required net capital. CSA had net capital of $2,054, which was $1,869 in excess of minimum required net
capital. Butler Wick had net capital of $3,006, which was $2,756 in excess of minimum required net capital.

The Company’s international subsidiary, SN Ltd, is subject to the regulatory supervision and requirements of the Financial Services
Authority (“FSA”) in the United Kingdom. At December 31, 2008, SN Ltd’s capital and reserves were $7,281, which was $7,043

in excess of the financial resources requirement under the rules of the FSA.

The Company, as a bank holding company, and Stifel Bank are subject to various regulatory capital requirements administered by
the Federal Reserve Board and the Missouri State Division of Finance, respectively. Additionally, Stifel Bank is regulated by the
Federal Depository Insurance Corporation (“FDIC”). Failure to meet minimum capital requirements can initiate certain manda-
tory, and possibly additional discretionary, actions by regulators that, if undertaken, could have a direct material effect on the
Company’s and Stifel Bank’s financial statements. Under capital adequacy guidelines and the regulatory framework for prompt
corrective action, the Company and Stifel Bank must meet specific capital guidelines that involve quantitative measures of their
assets, liabilities, and certain off-balance-sheet items as calculated under regulatory accounting practices. The Company’s and
Stifel Bank’s capital amounts and classification are also subject to qualitative judgments by the regulators about components, risk
weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Company, as a bank holding company, and
Stifel Bank to maintain minimum amounts and ratios of total and Tier I capital (as defined in the regulations) to risk-weighted
assets (as defined), and Tier 1 capital (as defined) to average assets (as defined). Management believes, as of December 31, 2008, that
the Company and Stifel Bank meer all capital adequacy requirements to which they are subject and are considered to be categorized
as “well capitalized” under the regulatory framework for prompt corrective action. To be categorized as “well capiralized,” the
Company and Stifel Bank must maintain total risk-based, Tier 1 risk-based, and Tier 1 leverage ratios as set forth in the tables below.

STIFEL FINANCIAL CORP.

Federal Reserve Capital Amounts

1o Be Well
Capitalized Under
For Capital Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio
Total capital to risk-weighted assets $501,743 49.7% $80.843 8.0% $101,054 10.0%
Tier 1 capital to risk-weighted assets $499,295 49.4% $40,421 4.0% $ 60,632 6.0%
Tier 1 capital to adjusted average total assets $499,295 32.3% $61,785 4.0% $ 77,231 5.0%
STIFEL BANK & TRUST
Federal Reserve Capital Amounts
To Be Well
Capitalized Under
For Capital Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amonnt Ruatio Amonnt Ratio Amounnt Ratio
Total capital to risk-weighted assets $42,397 13.1% $25,946 8.0% $32,432 10.0%
Tier 1 capital to risk-weighted assets $39,949 12.3% $12,973 4.0% $19,459 6.0%
Tier 1 capital to adjusted average total assets $39,949 13.0% $12,281 4.0% $15,351 5.0%

NOTE I8 — Employee Benefir Plans

The Company has a profit sharing 401(k) plan (the “401k plan”) covering qualified employees as defined in the plan. Effective
January 1, 2000, contributions to the 401k plan were based upon a Company match of 50% of the employees’ first two thousand
dollars in annual contributions. Additional contributions by the Company are discretionary. Under the 401k plan, participants
can purchase up to 500,000 shares of the Company’s common stock. The amounts charged to “Employee compensation and
benefits” for the 401k plan were $1,871, $2,058, and $1,233 for 2008, 2007, and 2006, respectively.
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NOTE 18 — Employee Benefit Plans (continued)

The Company has an employee stock ownership plan (the “ESOP”) covering qualified employees as defined in the plan. Employer
contributions are made to the ESOP as determined by the Compensation Committee of the Board of Directors of the Company
on behalf of all eligible employees based upon the relationship of individual compensation (up to a maximum of $225) to total
compensation. In 1997, the Company purchased 496,125 shares for $3,178 and contributed these shares to the ESOP. The unal-
located shares are being released for allocation to the participants based upon employer contributions to fund an internal loan
between the Company and the ESOP. At December 31, 2008, the plan held 441,423 shares, of which 146,421 shares, with a fair
value of $6,713, were unallocated. The Company records compensation expense based upon the market value of the Company
stock on the date of payment of the internal loan. The Company charged to “Employee compensation and benefits” $1,212,
$1,089, and $798 for the ESOP contributions for 2008, 2007, and 2006, respectively.

NOTE 19 - Stock-Based Compensation Plans

The Company maintains several incentive stock award plans that provide for the granting of stock options, stock appreciation
rights, restricted stock, performance awards, and stock units to its employees. Awards under the Company’s incentive stock award
plans are granted at market value at the date of grant. Options expire ten years from the date of grant. Unless otherwise discussed
below, the awards generally vest ratably over a three- to eight-year vesting period.

In addition to the incentive stock award plans for employees, the Company maintains the Equity Incentive Plan for Non-Employee
Directors, as amended (the “Non-Employee Directors Plan”), which permits awards of incentive stock options and stock units to
the Company’s non-employee directors. Incentive awards granted under the Non-Employee Directors Plan that are not director
fees are exercisable six months to one year from the date of grant. Director compensation is deferred through the granting of stock
units. These units are 100% vested and are discributable after five full calendar years. The Company expenses the non-employee
directors’ fees on the grant date. The aggregate number of shares of the Company’s stock available for issuance under the Non-
Employee Directors Plan will not exceed 525,000.

On June 22, 2007, the Company’s shareholders approved the Stifel Financial Corp. 2007 Incentive Stock Plan (for Ryan Beck
Employees) (“2007 Incentive Plan”). The 2007 Incentive Plan permits awards of incentive stock options, stock appreciation rights,
restricted stock, performance awards, and stock units to employees of Ryan Beck. The restricted stock units granted will vest over a
three- to seven-year period. See Note 3 for a discussion of the Company’s acquisition of Ryan Beck.

All stock-based compensation plans are administered by the Compensation Committee of the Board of Directors of the Parent,
which has the authority to interpret the plans, determine to whom awards may be granted under the plans, and determine the terms
of each award. According to these plans, the Company is authorized to grant an additional 5,494,990 shares at December 31, 2008.

Stock-based compensation expense included in “Employee compensation and benefits” in the consolidated statements of opera-
tions for the Company’s incentive stock award plans was $52,594, $54,640, and $34,218 in 2008, 2007, and 2006, respectively.
The related income tax benefit recognized in income was $10,762, $8,358, and $9,419 in 2008, 2007, and 2006, respectively.

Stock Options

The Company has substantially eliminated the use of stock options as a form of compensation. For the years ended December 31,
2008 and 2007, no options were granted. In 2006, the weighted average fair value of each option award was estimated on the date
of grant using the Black-Scholes option valuation model that utilized the following weighted average assumptions: dividend yield
of 0.00%; expected volatility of 34.7%; risk-free interest rates of 4.71%; and expected lives of 5.37 years. The risk-free rate was
based on the U.S. Treasury yield curve in effect at the time of grant. The expected life (estimated period of time outstanding) of
options granted was estimated using the historical exercise behavior of employees. The expected volatility was based on historical
volatility for a period equal to the stock option’s expected life.

A summary of the status of the Company’s stock option plans as of December 31, 2008, and changes during 2008 is presented below:

Weighted Average
Remaining Aggregate
Weighted Average Contractual Term Intrinsic

Options Shares Exercise Price (Years) Vialue
Outstanding at beginning of year 1,733,847 $ 7.59
Granted -- - -
Exercised ( 359,201) 6.15
Forfeited ( 4,647) 17.35
Expired ( 3,100) 8.20
Outstanding at end of year 1,366,899 $ 7.93 3.36 $51,826
Options exercisable at year-end 1,282,133 $ 7.00 3.12 $49,805
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NOTE 19 — Stock-Based Compensation Plans (continued)

As of December 31, 2008, there was approximately $675 of unrecognized compensation cost related to non-vested option awards.
The cost is expected to be recognized over a weighted average period of 1.70 years. The weighted average grant date fair value of
stock options granted was $10.41 for 2006. The total intrinsic value of options exercised was $10,344, $9,147, and $5,119 for
2008, 2007, and 2006 respectively. The total fair value of options vested during the years ended December 31, 2008, 2007, and
2006 was $4,394, $6,963, and $6,611, respectively. During 2008, 2007, and 2006, cash received from stock option exercises was
$2,210, $3,315, and $1,571, with tax benefits related thereto of $4,078, $3,483, and $2,004, respectively.

Stock Units

A stock unit represents the right to receive a share of common stock from the Company at a designated time in the future without
cash payment by the employee and is issued in lieu of cash incentive, principally for deferred compensation and employee retention
plans. At December 31, 2008, the total number of stock units outstanding was 6,065,906.

A summary of the status of the Company’s nonvested stock units as of December 31, 2008, and changes during the year is
presented below:

Weighted Average

Grant-Date
Stock Units Shares Fair Value
Nonvested at beginning of year 4,409,003
Granted 2,053,673 $32.77
Converted (1,763,274)
Cancelled ( 201,362)
Nonvested at end of year 4,427,974

Deferred Compensation Plans

The Company’s Deferred Compensation Plan (the “Plan”) is provided to certain revenue producers, officers, and key administra-
tive employees, whereby a certain percentage of their incentive compensation is deferred as defined by the Plan into Company
stock units with a 25% matching contribution by the Company. Participants may elect to defer up to an additional 15% of their
incentive compensation with a 25% matching contribution by the Company. Units generally vest over a three- to five-year period
and are distributable upon vesting or at future specified dates. Deferred compensation costs are amortized on a straight-line basis
over the vesting period. Elective deferrals are 100% vested. The Company charged $35,097, $27,445, and $26,214 to employee

- compensation and benefits for 2008, 2007, and 2006, respectively relating to units granted under this Plan. As of December 31,
2008, there were 2,177,221 units outstanding under the Plan.

Additionally, Stifel Nicolaus maintains a deferred compensation plan for its financial advisors who achieve certain levels of produc-
tion, whereby a certain percentage of their earnings are deferred as defined by the plan, of which 50% is deferred into Company
stock units with a 25% matching contribution and 50% earns a return based on optional investments chosen by financial advisors.
Financial advisors may elect to defer an additional 1% of carnings into Company stock units with a 25% matching contribution.
Financial advisors may choose to base their return on the performance of an index mutual fund as designated by the Company

or a fixed income option. Financial advisors have no ownership in the mutual funds. Included on the consolidated statements

of financial condition under the caption “Investments” are $23,082 and $7,603 at December 31, 2008 and 2007, respectively,

in mutual funds that were purchased by the Company to economically hedge, on an after-tax basis, its liability to the financial
advisors that choose to base the performance of their return on the index mutual fund option. At December 31, 2008 and 2007,
the deferred compensation liability of $19,580 and $784, respectively, is included in “Accrued employee compensation” on the
consolidated statements of financial condition.

In addition, certain financial advisors, upon joining the Company, may receive Company stock units in lieu of transition cash
payments. Deferred compensation related to this plan cliff vests over a five-year period. Deferred compensation costs are amortized
on a straight-line basis over the five-year deferral period. Charges to “Employee compensation and benefits” related to these plans
were $11,692, $7,565, and $7,506 for 2008, 2007, and 20006, respectively.

On June 22, 2007, the Company issued 420,372 restricted stock units at a price of $39.73 per share in exchange for Ryan Beck
appreciation units held by Ryan Beck employees under the Ryan Beck deferred compensation plans upon the plan amendment
noted below.
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NOTE 19 — Stock-Based Compensation Plans (continued)

On June 29, 2007, Ryan Beck modified the service requirements for its deferred compensation plans to provide for accelerated
vesting for participants that had completed one year of service for Ryan Beck. As a result of the vesting, the Company charged
$20,568 to “Employee compensation and benefits,” of which $16,653 was reclassified from deferred compensation liability to
“Additional paid-in capital” in 2007. At December 31, 2008, there were 891,878 units outstanding under the 2007 Incentive
Stock Plan. As a result of the Plan amendment noted above, the Ryan Beck deferred compensation plans were frozen and no
future deferrals will be made to the plans. Under the terms of the plans, the liabilities are not required to be funded. The value of
the deferred compensation obligation is adjusted to reflect the performance of selected measurement options chosen by each par-
ticipant. At December 31, 2007 the Ryan Beck deferred compensation liability of $34,461 is included under the caption “Accrued
employee compensation,” and the investments of $23,157, which economically hedge the deferred compensation liability on an
after-tax basis, is included under the caption “Investments” in the consolidared statements of financial condition.

NOTE 20 — Off Balance Sheet Credit Risk

In the normal course of business, the Company executes, setcles, and finances customer and proprictary securities transactions. These
activities expose the Company to off-balance sheet risk in the event that customers or other parties fail to satisfy their obligations.

In accordance with industry practice, securities transactions generally settle within three business days after trade date. Should a
customer or broker fail to deliver cash or securities as agreed, the Company may be required to purchase or sell securities at unfavor-
able market prices.

The Company borrows and lends securities to finance transactions and facilitate the settlement process, utilizing customer margin
securities held as collateral. The Company monitors the adequacy of collateral levels on a daily basis. The Company periodically
borrows from banks on a collateralized basis utilizing firm and customer margin securities in compliance with SEC rules. Should
the counterparty fail to return customer securities pledged, the Company is subject to the risk of acquiring the securities at prevail-
ing market prices in order to satisfy its customer obligations. The Company controls its exposure to credit risk by continually
monitoring its counterparties’ positions, and, where deemed necessary, the Company may require a deposit of additional collateral
and/or a reduction or diversification of positions. The Company sells securities it does not currently own (short sales) and is obli-
gated to subsequently purchase such securities at prevailing market prices. The Company is exposed to risk of loss if securities prices
increase prior to closing the transactions. The Company controls its exposure to price risk for short sales through daily review and
setting position and trading limits.

The Company manages its risks associated with the aforementioned transactions through position and credit limits, and the con-
tinuous monitoring of collateral. Additional collateral is required from customers and other counterparties when appropriate.

The Company has accepted collateral in connection with resale agreements, securities borrowed transactions, and customer margin
loans. Under many agreements, the Company is permitted to sell or repledge these securities held as collateral and use these securi-
ties to enter into securities lending arrangements or to deliver to counterparties to cover short positions. At December 31, 2008,
the fair value of securities accepted as collateral where the Company is permitted to sell or repledge the securities was $432,751,
and the fair value of the collateral that had been sold or repledged was $123,415. At December 31, 2007, the fair value of securi-
ties accepted as collateral where the Company is permitted to sell or repledge the securities was $718,729, and the fair value of the
collateral that had been sold or repledged was $262,826.

In the ordinary course of business, Stifel Bank has commitments to originate loans, standby letters of credit, and lines of credit.
Commitments to originate loans are agreements to lend to a customer as long as there is no violation of any condition established
by the contract. These commitments generally have fixed expiration dates or other termination clauses and may require payment
of a fee. Since a portion of the commitments may expire without being drawn upon, the rotal commitment amounts do not
necessarily represent future cash commitments. Each customer’s creditworthiness is evaluated on a case-by-case basis. The amount
of collateral obtained, if necessary, is based on the credit evaluation of the counterparty. Collateral held varies, but may include
accounts receivable, inventory, property, plant and equipment, commercial real estate, and residential real estate.

At December 31, 2008 and 2007, Stifel Bank had outstanding commitments to originate loans aggregating $86,327 and $4,236,
respectively. The commitments extended over varying periods of time, with all commitments at December 31, 2008 scheduled to
be disbursed in the following two months.

Standby letters of credit are irrevocable conditional commitments issued by Stifel Bank to guarantee the performance of a customer
to a third party. Financial standby letters of credit are primarily issued to support public and private borrowing arrangements,
including commercial paper, bond financing, and similar transactions. Performance standby letters of credit are issued to guarantee
performance of certain customers under non-financial contractual obligations. The credit risk involved in issuing standby letters
of credit is essentially the same as that involved in extending loans to customers. Should Stifel Bank be obligated to perform under
the standby letters of credit, it may seek recourse from the customer for reimbursement of amounts paid. At December 31, 2008
and 2007, Stifel Bank had outstanding letters of credit totaling $414 and $344, respectively. For all but one of the standby letters
of credit commitments at December 31, 2008, the expiration terms range from one month to one year. The remaining commit-
ment, in the amount of $10, has an expiration term of April 2013.
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NOTE 20 — Off Balance Sheet Credit Risk (continued)

Lines of credit are agreements to lend to a customer as long as there is no violation of any condition established in the contract.
Lines of credit generally have fixed expiration dates. Since a portion of the line may expire without being drawn upon, the total
unused lines do not necessarily represent future cash requirements. Each customer’s creditworthiness is evaluated on a case-by-case
basis. The amount of collateral obtained, if necessary, is based on the credit evaluation of the counterparty. Collateral held varies
but may include accounts receivable, inventory, property, plant and equipment, commercial real estate, and residential real estate.
Stifel Bank uses the same credit policies in granting lines of credit as it does for on-balance sheet instruments. At December 31,
2008 and 2007, Stifel Bank had granted unused lines of credit to commercial and consumer borrowers aggregating $18,153 and
$19,437, respectively.

NOTE 21 — Investments in Qualified Missouri Businesses

The Company formed two Limited Liability Corporations (referred to collectively as the “LLC”) to be certified capital companies
under the statutes of the State of Missouri, which provide venture capital for qualified Missouri businesses, as defined. The LLC
issued $4,600 non-interest bearing notes due May 15, 2008, $10,600 non-interest bearing notes due February 15, 2009, $8,417
non-interest bearing notes due February 15, 2010, and $981 non-interest bearing participating debentures due December 31,
2010, which are included in the Company’s consolidated statements of financial condition under the caption “Other” liabilities.
Proceeds from the notes are first invested in zero coupon U.S. Government securities in an amount sufficient to accrete to the
repayment amount of the notes and are placed in an irrevocable trust. These securities, carried at accreted cost of $18,338 and
$21,772 at December 31, 2008 and 2007, respectively, are held to maturity and are included under the caption “Investments.”
The fair value of the securities is $18,984 and $22,696 at December 31, 2008 and 2007, respectively. The remaining proceeds
from the issuance of notes were invested in qualified Missouri businesses.

The LLC invests in qualified Missouri businesses in the form of debt, preferred, and/or common equity. These securities, valued
at approximately $616 and $1,962 at December 31, 2008 and 2007, respectively, are included under the caption “Investments.”
Due to the structure of the LLC and under the statutes of the State of Missouri, the Company participates in a portion of the
appreciation of these investments. Management monitors these investments on a continuous basis.

NOTE 22 — Income Taxes

The provision (benefit) for income taxes consists of the following:

Years Ended December 31,

2008 2007 2006

Current:
Federal $ 35,400 $ 29,101 $ 7,904
State 7,525 ) 5,864 1,686
42,925 34,965 9,590

Deferred:
Federal ( 5.491) (11,060) 1,111
State ( 1,167) (2,229) 237
( 6,658) (13,289) 1,348
$ 36,267 $ 21,676 $10,938

The provision for income taxes differs from the amount computed by applying the statutory federal income tax rate to income
before income taxes due to the following:

Years Ended December 31,
2008 2007 2006
Provision computed at statutory rates $32119 $18,846 $ 9,229
State income taxes, net of federal income tax benefic 4,318 2,125 1,247
Other, net ( 170) 705 462
$ 36,267 $21,676 $10,938

The effective tax rates for the years ended December 31, 2008, 2007, and 2006 were 39.4%, 40.3%, and 41.5%, respectively.
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NOTE 22 — Income Taxes (continued)

The net deferred tax asset consists of the following temporary differences:

December 31, 2008 December 31, 2007

Deferred Tax Deferred compensation $ 36,192 $ 35,102
Assets Accruals not currently deductible 8,757 6,425
Net operating losses 1,265 2,141

Receivable reserves 1,811 1,881

Office equipment and leasehold improvements 264 1,535

Unrealized loss 6,946 -

Other - - 1,239

Gross deferred tax assets 55,235 48,323
Less valuation allowance -- ( 545)

55,235 47,778
Deferred Tax Goodwill and other intangibles ( 6,171) ( 6,125)
Liabilities Unrealized appreciation -- ( 3,059
Prepaid expenses (1,727) ( 1,962)
(7,898) (11,1406)

Net deferred tax assets $ 47,337 $ 36,632

The Company had established a deferred tax asset of $1,400 related to state net operating loss carry forwards of approximately
$19,631 in 2007. These operating loss carry forwards expire in each of the jurisdictions where they had arisen between 2011 and
2027. A valuation allowance of $545 was established in 2007 for the carry forwards that will not likely be utilized. In 2008, it was
determined that such a valuation allowance was more properly recorded as a reduction to the deferred tax asset. The tax asset for
such net operating losses as of December 31, 2008, is valued at $1,063. No other valuation allowances were established, since it is
more likely than not the deferred tax asset will be utilized.

A reconciliation of the beginning and ending balances of the total amounts of gross unrecognized tax benefits for the years ended
December 31, 2008 and 2007 is as follows:

2008 2007
Gross unrecognized tax benefits at January 1 $ 2.869 $ 2,998
Increases in tax positions related to prior years 109 162
Decreases in tax positions related to prior years ( 530) ( 266)
Increases in tax positions related to current year 254 151
Decrease related to settlements ( 572) ( 17
Reduction due to lapsed statute of limitations ( 115) ( 159)
Gross unrecognized tax benefits at December 31 $ 2,015 $ 2,869

The Company’s total unrecognized tax benefits that, if recognized, would affect the effective tax rate were $2,015 and $2,106 as of
December 31, 2008 and 2007, respectively.

The Company accrues interest and penalties related to unrecognized tax benefits in its provision for income taxes. The Company
had accrued interest related to unrecognized tax benefit of $320 and $524 at December 31, 2008 and 2007, respectively, and accrued
penalties related to unrecognized tax benefits of $329 and $127 at December 31, 2008 and 2007, respectively. The amount of
interest and penalties recognized in the consolidated statements of operations for years ended December 31, 2008 and 2007 was
not material. The Company’s gross unrecognized tax benefits were reduced by $854 during 2008, principally due to the finaliza-
tion of the Internal Revenue Service examination of the Company’s income tax returns for calendar year 2005, the expiration of
the 2004 tax year for U.S. purposes, and the settlement of non-U.S. tax liabilities. The Company does not expect gross unrecog-
nized tax benefits to change significantly during the next twelve months.

STIFEL FINANCIAL CORP. AND SUBSIDIARIES 82



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(in thousands, except share and per share amounts)

NOTE 22 - Income Taxes (continued)

The Company files income tax returns in the U.S. federal jurisdiction and various states, and foreign jurisdictions with varying
statutes of limitation. For the U.S. and most state and foreign jurisdictions, the years 2005 through 2008 remain subject to exami-
nation by their respective authorities. The Company is subject to examination by state tax jurisdictions. It is possible that these
examinations will be resolved in the next twelve months. The Company does not anticipate that payments made during the next
twelve-month period for these examinations will be material, nor does the Company expect that the reduction to unrecognized tax
benefits as a result of a lapse of applicable statute of limitations will be significant. The Company’s foreign jurisdictions are generally
fully taxable by the United States.

NOTE 23 — Segment Reporting

SFAS No. 131, “Disclosures about Segments of an Enterprise and Related Information,” establishes standards for reporting infor-
mation about operating segments. Operating segments are defined as components of an enterprise about which separate financial
information is available that is evaluated regularly by the chief operating decision-maker, or decision-making group, in deciding
how to allocate resources and in assessing performance.

The Company currently operates through the following five business segments: Private Client Group; Equity Capital Markets;
Fixed Income Capital Markets; Stifel Bank; and various corporate activities combined in the Other segment. The business seg-
ments are based upon factors such as the services provided and the distribution channels served and are consistent with how the
Company assesses performance and determines how to allocate resources throughout the Company and its subsidiaries. The
allocation of resources is based on various factors, including prospects for growth, return on investment, and return on revenues.
The financial results of the Company’s segments are presented using the same policies as those described in Note 1, “Summary of
Significant Accounting and Reporting Policies.” Segment data includes charges allocating corporate overhead and benefits to each
segment. Intersegment revenues, charges, receivables, and payables are eliminated between segments upon consolidation.

The Private Client Group segment includes branch offices and independent contractor offices of the Company’s broker-dealer
subsidiaries located throughout the U.S., primarily in the Midwest and Mid-Atlantic regions with a growing presence in the
Northeast, Southeast, and Western United States. These branches provide securities brokerage services, including the sale of equities,
mutual funds, fixed income products, and insurance, as well as offering Stifel Bank banking products to their private clients.

The Equity Capital Markets segment includes corporate finance management and participation in underwritings (exclusive of sales
credits, which are included in the Private Client Group segment), mergers and acquisitions, institutional sales, trading, research,
and market-making.

The Fixed Income Capital Markets segment includes public finance, institutional sales and competitive underwriting, and trading.

The Stifel Bank segment includes the results of operations beginning prospectively from the date of acquisition on April 2, 2007,
and includes residential, consumer, and commercial lending activities, as well as FDIC-insured deposit accounts to customers of
the Company’s broker-dealer subsidiaries and to the general public.

The Other segment includes certain corporate activities of the Company.

Information concerning operations in these segments of business is as follows:

Years Ended December 31,
2008 2007 2006
Net Revenues: '
Private Client Group $ 461,431 $ 435,711 $ 231,364
Equity Capital Markets 215,546 238,064 150,038
Fixed Income Capital Markets 175,180 64,867 53,570
Stifel Bank? 9,574 4,800 --
Other 8,606 19,623 16,835
$ 870,337 $ 763,065 $ 451,807
Income Before Income Taxes:
Private Client Group $ 97,478 $ 95,353 $ 50,218
Equity Capital Markets 29,457 52,658 31,959
Fixed Income Capital Markets 62,435 8,191 10,620
Stifel Bank? 619 990 --
Other/Unallocated Overhead ( 98,220) (103,346) ( 66,428)
$ 91,769 $ 53,846 $ 26,369
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NOTE 23 — Segment Reporting (continued)

Years Ended December 31,

2008 2007 2006
Net Interest Income (Expense):

Private Client Group $ 11,565 $ 12,108 $ 7,638
Equity Capital Markets ( 42) 71 393
Fixed Income Capital Markets 2.879 ( 956) ( 580)
Stifel Bank? 9,932 4,002 --
Other 7.304 13,821 8,772

$ 31,638 $ 29,046 $ 16,223

' No individual client accounted for more than 10 percent of total revenues in fiscal year 2008, 2007, or 2006.
2The Stifel Bank segment was added beginning April 2, 2007, with the Company’ acquisition of First Service.

The following table presents the Company’s total assets on a segment basis:

December 31, 2008

December 31, 2007

Total Assets:
Private Client Group $ 625,854 $ 800,832
Equity Capital Markets 68,192 76,496
Fixed Income Capital Markets 174,938 233,356
Stifel Bank 333,784 248,535
Other 355,377 140,221
$1,558,145 $1,499,440

The Company has operations in the United States, United Kingdom, and Europe. Our foreign operations are conducted through
our wholly owned subsidiary, SN Ltd. Substantially all long-lived assets are located in the United States. The percentage of total

assets associated with foreign activities is 5.8%.

Revenues, classified by the major geographic areas in which they are earned, were as follows:

Years Ended December 31,

2008 2007 2006
Net Revenues
United States $837,152 $734,686 $435,894
United Kingdom 21,610 17,348 10,602
Other European 11,575 11,031 5,311
$870,337 $763,065 $451,807
NOTE 24 — Earnings Per Share
The following table presents a calculation of basic and diluted earnings per share:
Years Ended December 31,
2008 2007 2006
Net Income $55.502 $32,170 $15,431
Weighted average common shares outstanding during the period* 24,069 21,754 17,270
Dilutive effect of stock options'™ 4,004 3,969 3,593
Weighted average dilutive common shares™ 28,073 25,723 20,863
Net income per share — basic* $ 2.31 $ 1.48 $ 0.89
Net income per share — diluted'™ $ 198 $ 1.25 $ 0.74

Securities excluded from weighted average diluted common shares

because their effect would be antidilutive* .

*2007 and 2006 amounts have been adjusted for the June 12, 2008 three-for-two stock split.

' Diluted earnings per share is computed on the basis of the weighted average number of shares of common stock plus the effect of dilutive potential common
shares outstanding during the period using the treasury method. Diluted earnings per shate include stock options and units.
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NOTE 25 — Stockholders’ Equity
On May 5, 2005, the Company’s board of directors authorized the repurchase of up to 3,000,000 additional shares in addition

to an existing authorization of 1,500,000 shares. These purchases may be made on the open market or in privately negotiated
transactions, depending upon market conditions and other factors. Repurchased shares may be used to meet obligations under the
Company’s employee benefit plans and for general corporate purposes.

The Company repurchased 567,953, 132,912, and 550,956 shares for the years ending December 31, 2008, 2007, and 2006,
respectively, using existing board authorizations, at average prices of $27.96, $32.93, and $21.51 per share, respectively, to meet
obligations under the Company’s employee benefit plans and for general corporate purposes. To satisfy the withholding obligations
for the conversion of the Company’s stock units, the Company withheld 237,400 shares in 2006. The Company reissued 581,833,
119,032, and 794,830 shares for the years ended December 31, 2008, 2007, and 2006, respectively, for employee benefit plans.

In 2008, 2007, and 2006, the Company issued 2,980,259, 5,281,770, and 2,593,687 new shares, respectively, for employee benefit
plans. Under existing board authorizations at December 31, 2008, the Company is permitted to buy an additional 2,010,831 shares.

On January 23, 20006, the Company completed a private placement of 1,578,330 shares of its common stock at $16.67 per
share. The shares were purchased by key associates of the LM Capital Markets business. The Company was required to charge to
compensation the difference of $16.67 per share and the grant date fair value, as determined in accordance with SFAS 123R, of
$22.85 per share. As a result, the Company incurred a compensation charge of $9,751 in January 2006.

As partial consideration of the purchase price of Ryan Beck, the Company issued 3,701,400 shares of Company common stock
valued at $27.70 per share and issued five-year immediately exercisable warrants, upon obtaining shareholder approval on June 22,
2007, to purchase up to 750,000 shares of Company common stock at an exercise price of $24.00 per share. Additionally, on
June 22, 2007, the Company obtained shareholder approval for (1) the issuance of up to 1,500,000 additional shares of common
stock for the payment of earn-out consideration relating to the Company’s acquisition of Ryan Beck in the event the Company
elects to make the contingent earn-out payments in shares of common stock and (2) adopting the Stifel Financial Corp. 2007
Incentive Stock Plan, which provides for the issuance of up to 1,800,000 additional shares to provide incentive equity compensa-
tion to certain employees of Ryan Beck.

The warrants were initially determined to be a liability recorded at fair value of $16,440 as of the date of closing. Upon obtaining
shareholder approval, the fair value of the warrants at that date of $16,895 was reclassified to the stockholder’s equity section on
the Company’s consolidated statements of financial condition. See further discussion of the Ryan Beck acquisition in Note 3 and
further discussion of the warrants at Note 1.

On June 22, 2007, the Company issued 420,372 restricted stock units under the Stifel Financial Corp. 2007 Incentive Stock

Plan (for Ryan Beck Employees) in exchange for Ryan Beck appreciation units held by Ryan Beck employees under Ryan Beck’s
deferred compensation plans. The value of the restricted stock units issued was $39.73 per share, which was the price as of the date
on which stockholder approval for the Plan was obtained. On June 29, 2007, the Ryan Beck deferred compensation plans were
amended, resulting in the acceleration of vesting for the liability awards for certain Ryan Beck employees and the reclassification
of $16,673 from liabilities to additional paid-in capital. See additional discussion at Note 19. Additionally, on June 22, 2007, the
Company issued 591,269 restricted stock units valued at $23,493 using the closing stock price on that date as part of the retention
program established for certain associates of Ryan Beck.

On January 14, 2008, the Company repurchased 375,000 shares of its outstanding common stock from BankAtlantic Bancorp,
Inc. in a privately negotiated transaction. The shares were purchased by the Company at $28.23 per share, the closing price on
Friday, January 11, 2008. These shares had been initially acquired by BankAdantic Bancorp, Inc. on February 28, 2007, pursuant
to the acquisition of Ryan Beck by the Company. The repurchase transaction was effected pursuant to a previously announced
authorization by the Company’s Board of Directors to acquire shares of common stock to meet obligations under the Company’s
employee benefit plans and for general corporate purposes.

During the second quarter of 2008, the Company elected to pay the contingent earn-out for the Ryan Beck first-year investment
banking of $1,790 in 57,059 shares of Company common stock valued at $31.35 per share, with partial shares paid in cash. On
August 14, 2008, the Company agreed to prepay $9,585 of BankAtantic’s pro-rata share of the estimated private client contingent
earn-out payment in exchange for a $10,000 permanent reduction of BankAtlantic’s pro-rata share of the private client contingent
payment. The Company elected to make such pre-payment using 233,500 shares of Company common stock at an agreed upon
per share price of $41.05 per share. In the event that BankAtlantic’s pro-rata portion of the private client contingent payment is
less than $10,000, BankAdlantic has agreed to reimburse the shortfall. See further information regarding the contingent earn-out
payments in Note 3.

On September 29, 2008, the Company completed the public offering of 1,495,000 new shares of Company common stock at an
offering price of $45.00 per share. The net proceeds to the Company after consideration of the underwriter’s discount and before
any expenses were $64,369. The Company intends to use the net proceeds from this offering for general corporate purposes,
which may include the Company’s working capital needs and investments in the Company’s subsidiaries to support the continued
growth of the Company or selective opportunistic acquisitions.
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NOTE 25 — Stockholders’ Equity (continued)

On November 4, 2008, the Company issued 142,196 shares of Company common stock in exchange for $12,500 par value of
6.78% Cumulative Trust Preferred Securities. The Cumulative Trust Preferred Securities were originally offered and sold in a
$35,000 private placement by Stifel Financial Capital Trust IV, a non-consolidated wholly owned Delaware business trust sub-
sidiary of the Company, on June 28, 2007. As a result, the Company extinguished $12,500 of its debenture to Stifel Financial
Capital Trust IV in the fourth quarter and recorded an approximate $6,700 gain before certain expenses and taxes.

NOTE 26 — Impact of the NY. SE/Archipelago Merger

On March 7, 2006, the New York Stock Exchange (“NYSE”) and Archipelago Holdings Inc. completed the combination of their
businesses through a series of mergers into a new holding company, NYSE Group, Inc. (“NYSE Group”). As a result of the merger,
the Company received $370 in cash and 80,177 shares of NYSE Group common stock for its NYSE seat membership. On May 5,
2006, the Company sold 51,900 shares of NYSE Group through a secondary public offering, The Company received cash pro-
ceeds of $3,128, or $60.27 per share, which represented the fixed offering price. The Company recorded a net gain of $5,520,
including gains and losses resulting from the subsequent fluctuation in the share price of NYSE Group stock for the shares held,
which is included in “Other revenues” in the consolidated statements of operations for the year ended December 31, 2006.

NOTE 27 — Variable Interest Entities

FIN 46R applies to certain entities in which equity investors do not have the characteristics of a controlling financial interest or do
not have sufficient equity at risk for the entity to finance its activities without additional subordinated financial support from other
parties. The primary beneficiary of a VIE is the party that absorbs a majority of the entity’s expected losses, receives a majority of
its expected residual returns, or both as a result of holding variable interests.

Based on a quantitative and qualitative analysis of each entity determined to be a VIE under the provisions of FIN 46R, the Company
does not absorb a majority of the VIE’s expected losses or receive the VIE’s expected residual returns or both and, therefore, is

not required to consolidate any of the VIEs described below. The quantitative and qualicative factors used by the Company are
discussed further in Note 1. '

Debenture to Stifel Financial Capital Trusts

As discussed in Note 13, the Company has completed private placements of cumulative trust preferred securities through Trust IT,
Trust 111, and Trust IV (collectively, the “Trusts”). The Trusts are non-consolidated wholly owned subsidiaries of the Company and
were established for the limited purpose of issuing trust securities to third parties and lending the proceeds to the Company. The
trusts were determined to be VIEs pursuant to FIN 46R, because the holders of the equity investment at risk do not have adequate
decision-making ability over the Trust’s activities.

The trust preferred securities represent an indirect interest in junior subordinated debentures purchased from the Company by
the Trusts, and the Company effectively provides for the full and unconditional guarantee of the securities issued by the Trusts.
The Company makes timely payments of interest to the Trusts as required by contractual obligations, which are sufficient to cover
payments due on the securities issued by the Trusts, and believes that it is unlikely that any circumstances would occur that would
make it necessary for the Company to make payments related to these Trusts other than those required under the terms of the
debenture agreements and the trust preferred securities agreements.

Tnvestment in FSI

On April 16, 2008, the Company invested $12,000 in a convertible promissory note issued by FSI, a limited liability company
specializing in investing in banks, thrifts, insurance companies, and other financial services firms. On July 1, 2008, under the
terms of the note purchase agreement, the Company exercised its option to increase its investment in the convertible promissory
note to $18,000. The note is convertible at the election of the Company into a 49.9% interest in FSI at any time after the third
anniversary or during the defined conversion period. The convertible promissory note has a minimum coupon rate equal to 10%
per annum plus additional interest related to certain defined cash flows of the business, not to exceed 18% per annum. The
Company’s exposure to loss is limited to its investment. The Company has the discretion to make additional capital contributions.
The Company’s involvement with the VIE has not had a material affect on its consolidated financial position, operations, or cash
flows. The Company’s investment in FSI, a non-consolidated VIE, of $18,000 at December 31, 2008, is included on the consoli-
dated statements of financial condition under the caption “Investments.”

* K K K K K
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QUARTERLY OPERATING RESULTS (Unaudited)

2008 First Quarter Second Quarter Third Quarter Fourth Quarter
Total revenues $217,242 $214,020 $223,829 $233,756
Interest expense 5,765 5,069 4,906 2,770
Net revenues 211,477 208,951 218,923 230,986
Non-interest expense 187,552 188,801 197,829 204,386
Income before income taxes 23,925 20,150 21,094 26,600
Net income 14,347 12,332 12,777 16,046
Net income per share — basic*? 0.61 0.53 0.54 0.62
Net income per share — diluted® 0.54 0.45 0.46 0.53
2007 First Quarter Second Quarter Third Quarter Fourth Quarter
Total revenues $162,498 $220,631 $190,839 $219,122
Interest expense 5,537 9,696 7.856 6,936
Ner revenues 156,961 210,935 182,983 212,186
Non-interest expense 142,144 208,271 169,711 189,093
Income before income taxes 14,817 2,664 13,272 23,093
Net income 8,829 1,448 8,058 13,835
Net income per share — basic*’ 0.45 0.07 0.36 0.61
Net income per share — diluted*? 0.39 0.06 0.30 0.51

' Quarterly results in 2007 include pre-tax acquisition-related charges, principally stock-based compensation, related to the LM Capital Markets and
Ryan Beck acquisitions of $7.3 million, $29.7 million, $9.9 million, and $9.9 million in the first, second, third, and fourth quarters, respectively.

?Due to rounding, the quarterly results do not add to the total for the year. ‘

3 Amounts have been adjusted for the June 2008 three-for-two stock split.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None
ITEM 94A. CONTROLS AND PROCEDURES

Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures

As of the end of the period covered by this report, an evaluation was carried out by the management Stifel Financial Corp., with
the participation of our Chief Executive Officer and Chief Financial Officer, of the effectiveness of our disclosure controls and
procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934). Based upon that evaluation, our Chief
Executive Officer and Chief Financial Officer concluded that these disclosure controls and procedures were effective as of the end of
the period covered by this report. In addition, no change in our internal control over financial reporting (as defined in Rule 13a-15(f)
under the Securities Exchange Act of 1934) occurred during the fourth quarter of our fiscal year ended December 31, 2008, that
has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Management’s Report on Internal Control Over Financial Reporting

Management of Stifel Financial Corp., together with its consolidated subsidiaries, is responsible for establishing and maintaining adequate
internal control over financial reporting. Our company’s internal control over financial reporting is a process designed under the supervi-
sion of our principal executive and principal financial officers to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of our consolidated financial statements for external purposes in accordance with U.S. generally accepted accounting
principles. All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those systems determined
to be effective can provide only reasonable assurance with respect to financial statement preparation and presentation.

As of December 31, 2008, we conducted an assessment of the effectiveness of our company’s internal control over financial reporting
based on the framework established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organiza-
tions of the Treadway Commission (COSO). Based on this assessment, we have determined that our company’s internal control over
financial reporting as of December 31, 2008, was effective.

Our internal control over financial reporting includes those policies and procedures that pertain to the maintenance of records that,
in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets; provide reasonable assurances that
transactions are recorded as necessary to permit preparation of financial statements in accordance with U.S. generally accepted
accounting principles, and that receipts and expenditures are being made only in accordance with authorizations of management
and directors of our company; and provide reasonable assurance regarding prevention or timely detection of unauthorized acquisi-
tion, use, or disposition of our company’s assets that could have a material effect on our consolidated financial statements.

Our company’s internal control over financial reporting as of December 31, 2008, has been audited by Ernst & Young LLP, an inde-
pendent registered public accounting firm, as stated in their report appearing on the following page, which expresses an unqualified
opinion on the effectiveness of our company’s internal control over financial reporting as of December 31, 2008.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Stifel Financial Corp.

We have audited Stifel Financial Corp.’s and subsidiaries (the “Company’s”) internal control over financial reporting as of
December 31, 2008, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (the “COSO criteria”). 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. Our
responsibility is to express an opinion on 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 obrtain 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, testing and evaluating the design and operating effective-
ness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circum-
stances. 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 account-
ing 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 state-
ments 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 the inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
. . . . . y .p
projections of any evaluation of the effectiveness to future periods are subject to the risk that the controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.
g 28 p y

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2008, based on the COSO criteria.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated financial statements and schedule of the Company as of and for the year ended December 31, 2008, and our report
dated February 26, 2009, expressed an unqualified opinion thereon.

Sanet ¥ LLP
Chicago, Illinois

February 26, 2009
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ITEM 9B. OTHER INFORMATION
None
PART 1II
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Information regarding our Board of Directors and committees, our Corporate Governance, compliance with Section 16(a) of the
Securities Exchange Act of 1934, and procedures by which stockholders may recommend nominees to our Board of Directors is
contained in our Proxy Statement for the 2009 Annual Meeting of Stockholders to be filed with the SEC within 120 days after
our fiscal year-end, which information is incorporated herein by reference.

Information regarding the executive officers is contained in Part 1, Item 1, “Executive Officers of the Registrant,” hereof. There is
no family relationship between any of the directors or named executive ofhcers.

Under Section 303A.12 (a) NYSE Listed Company Manual, the CEO certification was submitted to the NYSE after the 2008
Annual Meeting of Stockholders.

ITEM 11. EXECUTIVE COMPENSATION

Information regarding compensation of certain executive officers and directors (“Executive Compensation”), as well as “Compensa-
. . g g p . . e . » « . . » .p . . p

tion Committee Interlocks and Insider Participation” and “Compensation Committee Report” is contained in our Proxy Statement
for the 2009 Annual Meeting of Stockholders to be filed with the SEC within 120 days after our fiscal year-end, which information
or . g y y

is incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Securities authorized for issuance under equity compensation plans

The following table provides information as of December 31, 2008, with respect to the shares of our common stock that may be
issued under our existing equity compensation plans.

Number of Number of securities
securities to be Weighted average remaining available
issued upon exercise exercise price Jfor future issuance
of outstanding of outstanding under equity
Plan Category options and units options and units compensation plans
Equity compensation plans approved by shareholders 6,980,420 $22.18 5,494,990
Equity compensation plans not approved by shareholders 452,384 6.35 --
7,432,804 $21.21 5,494,990

On December 31, 2008, the total number of securities to be issued upon exercise of options and units consisted of 1,366,899 options
and 6,065,905 units, for a total of 7,432,804 shares. The equity compensation plans approved by the stockholders contained
1,366,899 options and 5,613,521 units, for a total of 6,980,420 shares. The equity compensation plan not approved by the
stockholders contained 452,384 units.
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Equity compensation plans approved by stockholders

The total options granted as of December 31, 2008, for equity compensation plans approved by the stockholders consists of
342,414 shares subject to options granted under the 1997 Stock Incentive Plan, 928,508 shares subject to options granted under
the 2001 Incentive Stock Plan, and 95,977 shares subject to options granted under the Equity Incentive Plan for Non-Employee
Directors.

The total units granted as of December 31, 2008, for equity compensation plans approved by the stockholders consists of 11,977
shares that are subject to stock units granted under the 1997 Stock Incentive Plan, 4,565,510 shares that are subject to stock units
granted under the 2001 Incentive Stock Plan, 891,878 under the 2007 Incentive Stock Plan, and 144,156 shares that are subject

to stock units granted under the Equity Incentive Plan for Non-Employee Directors.

As of December 31, 2008, the remaining shares available for future grants or awards under equity compensation plans approved
by the stockholders consist of 607,095 shares under the 1997 Stock Incentive Plan, 3,554,987 shares under the 2001 Incentive
Stock Plan, 924,558 under the 2007 Incentive Stock Plan, and 408,350 shares under the Equity Incentive Plan for Non-Employee
Directors, for a total of 5,494,990 shares.

Equity compensation plans not approved by stockholders

Equity compensation plans not approved by the stockholders as of December 31, 2008, include 452,384 shares that are subject to
stock units granted to our investrnent financial advisors and administrative employees who are not executive officers pursuant to a
Wealth Accumulation Plan. The Wealth Accumulation Plan was not approved by our stockholders nor funded by another stock-
based compensation plan approved by our stockholders. There were no shares reserved for future grants or awards under this plan
as of December 31, 2008.

Security ownership of certain beneficial owners

Information regarding security ownership of certain beneficial owners is contained in “Ownership of Certain Beneficial Owners,”
included in our Proxy Statement for the 2009 Annual Meeting of Stockholders to be filed with the SEC within 120 days after our

fiscal year-end, which information is incorporated herein by reference.

Security ownership of management

Information regarding security ownership of certain beneficial owners and management is contained in “Ownership of Directors,
Nominees, and Executive Officers,” included in our Proxy Statement for the 2009 Annual Meeting of Stockholders to be filed
with the SEC within 120 days after our fiscal year-end, which information is incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Information regarding certain relationships and related transactions and director independence is contained in “Certain Relationships
and Related Transactions” and “Director Independence” included in our Proxy Statement for the 2009 Annual Meeting of Stock-
holders to be filed with the SEC within 120 days after our fiscal year-end, which information is incorporated herein by reference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information regarding principal accounting fees and services is contained in “Ratification of Appointment of Independent Registered
Public Accounting Firm,” included in our Proxy Statement for the 2009 Annual Meeting of Stockholders to be filed with the SEC
within 120 days after our fiscal year-end, which information is incorporated herein by reference.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a) (1) Consolidated Financial Statements are contained in Item 8 and made part hereof.

(2) Consolidated Financial Statement Schedules:
Schedule II - Valuation and Qualifying Accounts

All other schedules for which provision is made in the applicable accounting regulations of the Securities and Exchange
Commission are not required under the related instructions or are inapplicable and, therefore, have been omitted.

(3) Exhibits: See Exhibit Index on pages 93 and 94 hereof.
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SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS

STIFEL FINANCIAL CORP. AND SUBSIDIARIES

(in thousands) Balance at Additions Balance
Beginning Charged to Costs at End
Description of Period and Expenses Deductions ' of Period
Year Ended December 31, 2008
Deducted from asset account:
Allowances for doubtful accounts $290 $ 399 $ 107 $ 582
Deducted from asset account:
Allowances for doubtful notes receivables 737 685 236 1,186
Year Ended December 31, 2007
Deducted from asset account:
Allowances for doubtful accounts 307 253 270 290
Deducted from asset account:
Allowances for doubtful notes receivables 687 3,611 3,561 737
Year Ended December 31, 2006
Deducted from asset account:
Allowances for doubtful accounts 204 143 40 307
Deducted from asset account:
Allowances for doubtful notes receivables 767 243 323 687

' Uncollected notes written off, loan charge-offs, and recoveries
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(a)

(b)
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(b)
(©)
D)
(D@
(e)
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EXHIBIT INDEX

STIFEL FINANCIAL CORP. AND SUBSIDIARIES
ANNUAL REPORT ON FORM 10-K
YEAR ENDED DECEMBER 31, 2008

Description

Restated Certificate of Incorporation and as amended of Financial filed with the Secretary of State of Delaware on
May 31, 2001, incorporated herein by reference to Exhibit 3.(a) to Financial’s Quarterly Report on Form 10-Q
(File No. 001-9305) for the quarterly period ended June 30, 2001.

Amended and Restated By-Laws of Financial, incorporated herein by reference to Exhibit 3.(b)(1) to Financial’s
Annual Report on Form 10-K (File No. 1-9305) for fiscal year ended July 30, 1993.

Registration Rights Agreement dated February 28, 2007, of Financial, incorporated herein by reference to Financial’s
Current Report on Form 8-K/ A (File No. 1-09305) filed March 6, 2007.

Form of Indemnification Agreement with directors dated as of June 30, 1987, incorporated herein by reference to
Exhibit 10.2 to Financial’s Current Report on Form 8-K (date of earliest event reported — June 22, 1987) filed
July 14, 1987.

Dividend Reinvestment and Stock Purchase Plan of Financial, incorporated herein by reference to Financial’s
Registration Statement on Form S-3 (Registration File No. 33-53699) filed May 18, 1994.

Amended and Restated 1997 Incentive Plan of Financial, incorporated herein by reference to Financial’s Registration
Statement on Form S-8 (Registration File No. 333-84717) filed on August 6, 1999.”

Employment Letter with Ronald J. Kruszewski, incorporated herein by reference to Exhibit 10.(1) to Financial’s
Annual Report on Form 10-K (File No. 1-9305) for the year ended December 31, 1997.*

Stock Unit Agreement with Ronald J. Kruszewski, incorporated herein by reference to Exhibit 10.(j)(2) to Financial’s
Annual Report on Form 10-K (File No. 1-9305) for the year ended December 31, 1998.*

1999 Executive Incentive Performance Plan of Financial, incorporated herein by reference to Annex B of Financial’s
Proxy Statement for the 1999 Annual Meeting of Stockholders filed March 26, 1999. *

Equity Incentive Plan for Non-Employee Directors of Financial, incorporated herein by reference to Financial’s
Registration Statement on Form §-8 (Registration File No. 333-52694) filed December 22, 2000.*

Stifel, Nicolaus & Company, Incorporated Wealth Accumulation Plan, incorporated herein by reference to Financial’s
Registration Statement on Form S-8 (Registration File No. 333-60506) filed May 9, 2001.*

Stifel, Nicolaus & Company, Incorporated Wealth Accumulation Plan Amendment No. 1, incorporated herein by
reference to Financial’s Registration Statement on Form S-8 (Registration File No. 333-105759) filed June 2, 2003.
Stifel Nicolaus Profit Sharing 401(k) Plan, incorporated herein by reference to Financial’s Registration Statement
on Form S-8 (Registration File No. 333-605106) filed May 9, 2001.*

Stifel Financial Corp. 2001 Incentive Plan, incorporated herein by reference to Financial’s Registration Statement
on Form S-8 (Registration File No. 333-82328) filed February 7, 2002.*

Stifel Financial Corp. 2001 Incentive Plan Amendment No. 1, incorporated herein by reference to Financial’s
Registration Statement on Form S-8 (Registration File No. 333-105756) filed June 2, 2003.*

Stifel Financial Corp. 2001 Incentive Plan Amendment No. 2, incorporated herein by reference to Financial’s
Registration Statement on Form S-8 (Registration File No. 333-140662) filed February 13, 2007.*

Stock Unit Agreement with James M. Zemlyak dated January 11, 2000, incorporated herein by reference to
Exhibit 10.(s) to Financial’s Annual Report on Form 10-K / A Amendment No. 1 (File No. 1-9305) for the year
ended December 31, 2001, filed on April 9, 2002.*

Stock Unit Agreement with Scott B. McCuaig dated December 20, 1998, incorporated herein by reference to
Exhibit 10.(t) to Financial’s Annual Report on Form 10-K/ A Amendment No. 1 (File No. 1-9305) for the year
ended December 31, 2001, filed on April 9, 2002.*

Amended and Restated Promissory Note dated December 21, 1998, from Ronald J. Kruszewski payable to Financial,
incorporated herein by reference to Exhibit 10.(u) to Financial’s Annual Report on Form 10-K/ A Amendment
No. 1 (File No. 1-9305) for the year ended December 31, 2001, filed on April 9, 2002.%

(m)(1) Third Amendment to Lease by and among EBS Building, L.L.C., Stifel Financial Corp., and Stifel, Nicolaus &

Company, Incorporated, dated September 1, 1999, incorporated herein by reference to EBS Building, L.L.Cs
Annual Report on Form 10-K (File No. 000-24167) for the year ended December 31, 2001.

(m)(2) Fourth Amendment to Lease by and among EBS Building, L.L.C., Stifel Financial Corp., and Stifel, Nicolaus &

Company, Incorporated, dated November 1, 1999, incorporated herein by reference to EBS Building, LL.Cs
Annual Report on Form 10-K (File No. 000-24167) for the year ended December 31, 2001.

(m)(3) Fifth Amendment to Lease by and among EBS Building, L.L.C., Stifel Financial Corp., and Stifel, Nicolaus &

Company, Incorporated dated June 11, 2001, incorporated herein by reference to EBS Building, L.L.C.s Annual
Report on Form 10-K (File No. 000-24167) for the year ended December 31, 2001.
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Stifel Financial Corp. 2003 Employee Stock Purchase Plan, incorporated herein by reference to Financial’s
Registration Statement on Form S-8 (Registration File No. 333-100414) filed October 8, 2002.*

Acquisition agreement by and between Stifel Financial Corp. and Citigroup Inc., incorporated herein by reference
to Exhibit 10 to Financial’s quarterly report on Form 10-Q / A No. 1 (File No. 1-9305) for the quarterly period
ended September 30, 2005.

Amendment No. 1 to Acquisition Agreement by and between Stifel Financial Corp. and Citigroup Inc., incorporated
herein by reference to Exhibit 10.(v)(2) to Financial’s Annual Report on Form 10-K (File No. 1-9305) for the year
ended December 31, 2005, filed on March 16, 2006.

Amendment No. 2 to Acquisition Agreement by and between Stifel Financial Corp. and Citigroup Inc., incorporated
herein by reference to Exhibit 10.(v)(3) to Financial’'s Annual Report on Form 10-K (File No. 1-9305) for the year
ended December 31, 2005, filed on March 16, 2006.

Employment Agreement with Richard Himelfarb dated September 6, 2005, incorporated herein by reference to
Exhibit 10.(p) to Financial’s Annual Report on Form 10-K / A Amendment No. 1 (File No. 1-9305) for the year
ended December 31, 2005, filed on January 26, 2007.*

Employment Agreement with Thomas Mulroy dated September 7, 2005, incorporated herein by reference to
Exhibit 10.(q) to Financial’s Annual Report on Form 10-K / A Amendment No. 1 (File No. 1-9305) for the year
ended December 31, 2005, filed on January 26, 2007.”

Agreement and Plan of Merger, dated as of November 20, 20006, by and among Stifel Financial Corp., FSFC
Acquisition Co., and First Service Financial Company incorporated herein by reference to Exhibit 2.1 to Financial’s
Current Report on Form 8-K (date of earliest event reported — November 20, 2006) filed on November 20, 2006).
Office Sublease Agreement by and between Deutsche Bank Securities, Inc. (Lessor) and Stifel, Nicolaus & Company,
Incorporated (Lessee), incorporated herein by reference to Exhibit 10.(t)(1) to Financial’s Annual Report on Form
10-K / A Amendment No. 1 (File No. 1-9305) for the year ended December 31, 2006, filed on June 28, 2007.
Ofhice Lease Agreement by and between ABB South Street Associates, LL.C (Landlord) and Stifel, Nicolaus &
Company, Incorporated (Tenant), incorporated herein by reference to Exhibit 10.(t)(1) to Financial’s Annual Report on
Form 10-K / A Amendment No. 1 (File No. 1-9305) for the year ended December 31, 2006, filed on June 28, 2007.
Agreement and Plan of Merger, dated as of January 8, 2007, by and among Stifel Financial Corp., SF RB Merger
Sub, Inc., BankAtlantic Bancorp, Inc., and Ryan Beck Holdings, Inc. incorporated herein by reference to Exhibit
2.1 to Financial’s Current Report on Form 8-K / A (date of earliest event reported — January 8, 2007) filed on
January 12, 2007.

Amendment No.1 to Merger Agreement by and among Stifel Financial Corp.and BankAtlantic Bancorp, Inc.
incorporated herein by reference to Exhibit 2.1 to Financial's Current Report on Form 8-K (date of earliest event
reported August 14, 2008) filed on August 15, 2008.

Stifel Financial Corp. 2007 Incentive Stock Plan, incorporated herein by reference to Financial’s Registration
Statement on Form S-8 (Registration File No. 333-145990) filed September 11, 2007.*

Purchase Agreement among Stifel Financial Corp., The Western and Southern Life Insurance Company (“Western
and Southern”), and Stifel, Nicolaus & Company, Incorporated, Merrill Lynch & Co., Merrill Lynch, Pierce,
Fenner & Smith Incorporated, and Keefe, Bruyette & Woods, Inc. incorporated herein by reference to Exhibit
10.1 to Financial’s Current Report on Form 8-K (date of earliest event reported — September 24, 2008) filed on
September 29, 2008.

Stock Purchase Agreement, dated December 18, 2008, by and among Stifel Financial Corp., Butler Wick & Co.
Inc., and Buder Wick Corp., filed herewith.

Computation of Per Share Earnings is set forth in Note 24 of Notes to Consolidated Financial Statements in-
cluded in this Form 10-K.

Letter from Stifel Financial Corp.’s former independent accountant regarding its concurrence with the statements
made by the Company in the current report concerning the dismissal as the Company’s principal accountant is
incorporated herein by reference to Exhibit 16 to Financial’s Current Report on Form 8-K (date of earliest event
reported — April 8, 2008) filed on April 14, 2008.

List of Subsidiaries of Stifel Financial Corp., filed herewith.

Consent of Independent Registered Public Accounting Firm, filed herewith.

Consent of Independent Registered Public Accounting Firm, filed herewith.

Certification by the Chief Executive Officer pursuant to Rule 13a-14(a) promulgated under the Securities
Exchange Act of 1934, as amended.

Certification by the Chief Financial Officer pursuant to Rule 13a-14(a) promulgated under the Securities
Exchange Act of 1934, as amended.

Certification pursuant to U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002. This exhibit is furnished to the SEC.

*Management contract or compensatory plan or arrangement.
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SIGNATURES

Pursuant to the requirements of Section 13 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 authorized, in the City of St. Louis, State of Missouri, on the 27th day of
February 2009.

STIFEL FINANCIAL CORP.
(Registrant)
By /s/ Ronald J. Kruszewski

Ronald J. Kruszewski
Chairman of the Board, President,
Chief Executive Officer, and Director

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 on February 27, 2009, in the capacities indicated.
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Ronald J. Kruszewski

Ronald J. Kruszewski

James M. Zemlyak
James M. Zemlyak

Robert J. Baer
Robert J. Baer

Bruce A. Beda
Bruce A. Beda

Charles A. Dill
Charles A. Dill

ohn P. Dubinsky
John P. Dubinsky

Richard F Ford
Richard E Ford

Frederick O. Hanser
Frederick O. Hanser

Richard J. Himelfarb

Richard ]. Himelfarb

Robert E. Lefton
Robert E. Lefton

Scott B. McCuaig
Scott B. McCuaig

Thomas P Mulroy
Thomas P. Mulroy

James M. Oates
James M. Oates

Ben A. Plotkin
Ben A. Plotkin

Kelvin R. Westbrook
Kelvin R. Westbrook

Chairman of the Board, President,
Chief Executive Officer, and Director
(Principal Executive Officer)

Senior Vice President, Chief Financial
Officer, Treasurer, and Director
(Principal Financial and Accounting Officer)
Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director
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EXHIBIT 21

STIFEL FINANCIAL CORP. AND SUBSIDIARIES
SUBSIDIARIES OF STIFEL FINANCIAL CORP.!

STATE (JURISDICTION)
OF INCORPORATION

NAMES UNDER WHICH

NAME OR ORGANIZATION SUBSIDIARY DOES BUSINESS
Stifel, Nicolaus & Company, Incorporated Missouri Stifel, Nicolaus & Company, Incorporated
Stifel Nicolaus Insurance Agency, Incorporated Missouri Stifel Nicolaus Insurance Agency, Incorporated
Century Securities Associates, Inc. Missouri Century Securities Associates, [nc.
CSA Insurance Agency, Incorporated * Missouri CSA Insurance Agency, Incorporated
Stifel Venture Corp. Missouri Stifel Venture Corp.
Stifel Asset Management Corp. Missouri Stifel Asset Management Corp.
Stifel CAPCO, L.L.C. Missouri Stifel CAPCO, L.L.C.
Stifel CAPCO 11, L.L.C. Missouri Stifel CAPCO 11, L.L.C.
Hanifen, Imhoff Inc. Colorado Hanifen, Imhoff Inc.
Stifel Nicolaus Limited England and Wales Stifel Nicolaus Limited
Ryan Beck Holdings, L.L.C.* Missouri Ryan Beck Holdings, L.L.C.
First Service Financial Company Missouri First Service Financial Company
Stifel Bank & Trust * Missouri Stifel Bank & Trust
Choice Financial Partners, Inc. Missouri Choice Financial Partners, Inc.
Butler Wick & Company, Inc. Ohio Butler Wick & Company, Inc.
Broadway Air Corp. Missouri Broadway Air Corp.

! Does not include corporations in which registrant owns 50% or less of the stock.

2 Wholly owned subsidiary of Stifel, Nicolaus & Company, Incorporated.
* Wholly owned subsidiary of Century Securities Associates, Inc.
“ Wholly owned subsidiary of First Service Financial Company.

Stifel Financial Capital Trust I1, Stifel Financial Capital Trust III, and Stifel Financial Capital Trust IV are wholly owned subsidiaries of Stifel
Financial Corp.; however, they are considered variable interest entities under the provisions of the Financial Accounting Standards Board
Interpretation No. 46 (Revised December 2003), Consolidation of Variable Interest Entities, and not consolidated.
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EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statements (File Numbers 333-37805, 333-37807, 333-84717,
333-52694, 333-60506, 333 60516, 333-82328, 333-100414, 333-105756, 333-105759, 333-140662, and 333-145990) on
Form S-8 and (File Numbers 333-41304, 333-84952, 333-144128, 333-86476, and 333-147515) on Form S-3 of Stifel Financial
Corp. and subsidiaries of our report dated February 26, 2009, with respect to the consolidated financial statements and schedule
of Stifel Financial Corp. and subsidiaries and the effectiveness of internal control over financial reporting of Stifel Financial Corp.
and subsidiaries, included in this Annual Report on Form 10-K of Stifel Financial Corp. and subsidiaries for the year ended
December 31, 2008.

Sanet + LLP
Chicago, Hllinois

February 26, 2009
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EXHIBIT 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the registration statements of Stifel Financial Corp. and subsidiaries on Form 5-8
(File Numbers 333-37805, 333-37807, 333-84717, 333-52694, 333-60506, 333-60516, 333-82328, 333-100414, 333-105756,
333-105759, 333-140662, and 333-145990) and on Form S-3 (File Numbers 333-41304, 333-84952, 333-144128, 333-86476,
and 333-147515) of our report dated February 28, 2008, relating to the consolidated financial statements and financial statement
schedule of Stifel Financial Corp. and subsidiaries, appearing in this Annual Report on Form 10-K of Stifel Financial Corp. and
subsidiaries for the year ended December 31, 2008.

Aol b Lrvp b AT

St. Louis, Missouri
February 26, 2009
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EXHIBIT 31(1).1
CERTIFICATION

I, Ronald J. Kruszewski, certify that:

1.
2.

I have reviewed this annual report on Form 10-K of Stifel Financial Corp.;

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 we 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. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s fourth 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 and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s audirors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a. Allsignificant 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 role in the
registrant’s internal control over financial reporting.

Date: February 27, 2009 By /s/ Ronald J. Kruszewski

Ronald J. Kruszewski
President and Chief Executive Officer
(Principal Executive Officer)
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EXHIBIT 31(1).2
CERTIFICATION

I, James M. Zemlyak, certify that:

1.
2.

I have reviewed this annual report on Form 10-K of Stifel Financial Corp.;

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 we 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 wichin 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. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s fourth 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 and I 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 re istrant’s board of directors (or persons

p g g g p
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 role in the
registrant’s internal control over financial reporting.

Date: February 27, 2009 By /s/ James M. Zemlyak
James M. Zemlyak
Chief Financial Officer
(Principal Financial Officer)
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EXHIBIT 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 *

In connection with the Annual Report of Stifel Financial Corp. and subsidiaries on Form 10-K for the year ended December 31,
2008, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), each of the undersigned officers
certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;
and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Registrant.

STIFEL FINANCIAL CORP.
(Registrant)

Date: February 26, 2009 By /s/ Ronald J. Kruszewski
Ronald J. Kruszewski
President and Chief Executive Officer
(Principal Executive Officer)

Date: February 26, 2009 By /s/ James M. Zemlyak

James M. Zemlyak
Chief Financial Officer
(Principal Financial Officer)

*A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 has been provided to the
Registrant and will be retained by the Registrant and furnished to the Commission or its staff upon request.
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Annual Meeting

The 2009 annual meeting of stockholders will be held at Stifel’s headquarters, One Financial Plaza, 501 North Broadway, 2nd Floor,

St. Louis, Missouri, on Wednesday, June 3, 2009, at 11:00 a.m.

Stock Listings

'The common stock of Stifel Financial Corp. is traded on the New York Stock Exchange and Chicago Stock Exchange under the symbol “SE”
The high/low sales prices for Stifel Financial Corp. common stock for each full quarterly period for the calendar years are as follows:

First Quarter
Second Quarter

Third Quarter

Fourth Quarter

Transfer Agent

2008

Low

$37.00

60.61
50.00

Sales Price

High Low

$34.81

The transfer agent and registrar for Stifel Financial Corp. is Computershare Trust Company, n.a., Kansas City, Missouri.

Reconciliation of GAAP Net Income to Core Earnings

A reconciliation of GAAP Net Income to Core Earnings and GAAP Net Income Per Diluted Share, the most directly comparable measure
under GAAP, to Core Earnings Per Diluted Share is included in the table below.

(in thousands, except per share amounts) 2005 2006 2007 2008
GAAP Net Income $ 19,644 $15,431 $32,170 $55,502
Acquisition-related revenues, net of tax -- 90 185 3
Acquisition-related charges, net of tax
Private placement compensation -- 5,692 -- --
Acquisition-related compensation 1,370 17,516 29,947 15,538
Other non-compensation charges 602 861 4,486 337
Core Earnings $ 21,616 $39,590 $66,788 $71,380
Earnings Per Share:
GAAP Earnings Per Diluted Share $ 1.04 $ 0.74 $ 1.25 $ 198
Acquisition-related charges 0.11 1.16 1.35 0.56
Core Earnings Per Diluted Share $ 1.15 $ 1.90 $ 2.60 $ 254

All stock price amounts presented above reflect the three-for-two stock split distributed in June 2008.

Please see inside for Stifel Nicolaus branch locations.




BRANCH OFFICES

Arizona
Green Valley — (520) 393-1500*
Phoenix — (602) 952-2500*

California

Bonsall — (760) 643-1235*

Fort Jones — (530) 468-2408*

Grass Valley — (530) 273-9877*
Lincoln — (916) 409-1300*
Monterey — (831) 333-0963*
Murrieta — (951) 461-7220*
Newport Beach — (949) 252-1324*
Oxnard - (805) 486-0400*
Paradise — (530) 872-5110*
Pasadena — (626) 564-0311*
Redding — (530) 244-7199*
Roseville — (916) 626-3322*

San Francisco — (415) 398-2929°
San Juan Capistrano — (949) 234-2340*
Santa Rosa — (707) 542-3521*
Visalia — (559) 622-1040*

Walnut Creek — (925) 746-6560*
Westlake Village — (805) 496-8150*

Colorado

Colorado Springs — (719) 442-2646*
Denver — (303) 534-1180*

Denver — (303) 296-2300°

Fort Collins — (970) 267-9666**
Glenwood Springs — (970) 945-5275*
Greenwood Village — (303) 290-1040*

Connecticut

Avon — (860) 677-2132*
Hamden - (203) 772-7200*
New London — (860) 440-3373*

District of Columbia
Washington — (202) 686-6675*
Washington — (202) 756-7760*

Florida

Boca Raton — (561) 982-2600**

Cape Coral — (239) 242-2358*
Melbourne — (321) 757-7209*

Naples — (239) 417-6740*

Palm Beach Gardens — (561) 615-5300*
Ponte Vedra Beach — (904) 543-7120*
Sarasota — (941) 366-5443*

Vero Beach — (772) 299-4967*

Georgia

Atlanta — (404) 869-3576°
Columbus — (706) 660-3940*
LaGrange ~ (706) 845-7888*
Warner Robins — (478) 953-1313*

Hawaii
Honolulu - (808) 521-2601*

Illinois

Belleville — (618) 233-5685*
Champaign — (217) 359-4686*
Chicago — (312) 454-3800*
Chicago - (312) 726-5900*
Decatur — (217) 429-4290*
Edwardsville — (618) 659-3780*
Geneva — (630) 845-7900*
Jacksonville — (217) 243-8060*
Lake Forest — (847) 615-0677*
Mattoon — (217) 235-0353*
Oregon — (815) 732-1312*
Orland Park — (708) 364-0034*
Quincy - (217) 228-0053*
Rockford — (815) 654-5500*
Springfield — (217) 726-0875*
Waterloo — (618) 939-9400*

Indiana

Anderson — (765) 649-2339*
Crown Point — (219) 756-0100*
Fort Wayne — (260) 459-3989*
Indianapolis — (317) 706-1420*
Indianapolis — (317) 571-4600*
New Albany — (812) 945-8598*
South Bend — (574) 288-3040*

lowa
Des Moines — (515) 699-8510°
Waterloo — (319) 234-4800*

Kansas

Manhattan — (785) 776-1066*
Overland Park — (913) 345-4200**
Topeka — (785) 438-5400*
Wichita — (316) 264-6321*

Kentucky

Danville — (859) 236-1588*
Louisville — (502) 425-1230*
Louisville — (502) 897-3081°
Shelbyville - (502) 633-7170*

[ouisiana

New Orleans — (504) 525-7711*

Maryland

Baltimore — (410) 659-2300*
Baltimore — (443) 224-1400°
Bel Air — (410) 809-6700*
Hunt Valley — (410) 527-1138*

Massachusetts

Boston — (617) 235-7800*
Boston — (617) 737-5438*
Harwich - (508) 432-2079*
Hyannis - (508) 420-7000*
Longmeadow — (413) 565-8100*
Wellesley — (781) 239-2800*

Michigan

Ann Arbor ~ (734) 213-5103*
Birmingham - (248) 594-3879°

East Lansing — (517) 333-3576*
Fremont — (231) 924-0250*

Grand Haven — (616) 846-3620*
Grand Rapids — (616) 942-1717*
Grosse Pointe Farms — (313) 886-4493*
Portage — (269) 384-5024*

Traverse City — (231) 946-4975*

Minnesota

Edina — (952) 831-0160*
Golden Valley — (763) 542-3700*
Minneapolis — (612) 455-5555*
New Ulm - (507) 354-8589*
Rochester — (507) 292-9760*

St. Cloud — (320) 253-1300*

St. Paul — (651) 291-8552*
Wayzata - (952) 473-6010*
Mississippi

Jackson — (601) 366-7890*
Missouri )

Camdenton — (573) 346-4242*
Cape Girardeau — (573) 335-8454*
Chesterfield — (636) 530-6600*
Clayton — (314) 862-8800*
Columbia - (573) 874-2199*
Frontenac — (314) 872-8900*
Jefferson City — (573) 635-7997*
Joplin — (417) 781-6161*

Kansas City — (816) 531-7777*
Kirkwood — (314) 909-0238*
Rolla - (573) 364-8930*
Springfield — (417) 886-2855*
St. Louis — (314) 342-2000**

St. Peters — (636) 939-2676*

Nebraska
Omaha — (402) 955-1033*

New Hampshire
New London ~ (603) 526-8130*

New Jersey

Cherry Hill — (856) 661-3640°
Florham Park — (973) 549-4000**
Fort Lee — (201) 585-6150*
Marlton — (856) 810-4800*
Princeton — (609) 799-1180*
Ramsey — (201) 669-3030*
Roseland — (973) 533-4000*°
Roxbury — (973) 598-8300*
Shrewsbury — (732) 450-9000*



New York

Binghamton — (607) 651-9540*
Goshen — (845) 291-1131*
Hewlett — (516) 792-2200*
New York — (212) 351-4300*
New York — (212) 407-0579*
New York — (212) 247-3983"
New York — (212) 742-8923°
Olean - (716) 372-2839*
Opyster Bay — (516) 624-2700*
Poughkeepsie — (845) 471-8080*
Uniondale — (516) 719-7740*
White Plains — (914) 694-8600*

North Carolina

Brevard — (828) 877-5856*
Chapel Hill - (919) 932-3220°
Charlotte — (704) 554-6039*
Charlotte — (704) 554-7677°
Fayetteville — (910) 438-0715*
Greenville — (252) 353-2052*
Raleigh — (919) 645-5900*

North Dakota

Dickinson — (701) 225-9101*
Jamestown — (701) 251-1152*
Williston — (701) 572—4527*

Ohio

Akron — (330) 665-2916*
Alliance - (330) 823-7666*
Beachwood — (216) 831-3135*
Boardman - (330) 744-4351*
Canfield — (330) 744-4351*
Canton — (330) 454-5390*
Canton - (330) 493-1616*
Cincinnati — (513) 794-0030*
Cleveland - (216) 623-1170"
Columbus — (614) 463-9360*
Dayton —~ (937) 312-0610*
Dublin - (614) 789-9354*
Fairlawn — (330) 668-6257*
Granville — (740) 344-2600*
Kent — (330) 678-2151*
Lancaster — (740) 654-5996*
Mansfield - (419) 524-4009*
Marysville — (937) 644-8686*
Pepper Pike — (216) 593-7400*
Salem — (330) 337-9911*
Sandusky ~ (419) 625-5432*
Steubenville — (740) 264-7254*
Warren — (330) 393-1567*
Westlake — (440) 835-4170*
Westlake — (440) 899-9450*
Youngstown - (330) 965-6929*
Youngstown — (330) 744-4351*

Oklahoma
Oklahoma City — (405) 842-0402*
Tulsa— (918) 877-3361*

Oregon

Eugene — (541) 345-6003*
Medford — (541) 770-7350*
Portland — (503) 499-6260*
Salem - (503) 315-4993*

Pennsylvania

Allentown — (610) 782-5400*
Bethel Park — (412) 854-7500*
Bethlehem — (610) 997-6400**
Camp Hill - (717) 730-1100*
Conshohocken — (610) 567-1900*
Franklin — (814) 432-3169*
Lebanon — (717) 279-3510*
Oil City - (814) 678-6552*
Philadelphia — (267) 256-0777*
Philadelphia — (215) 861-7150°
Pittsburgh — (412) 456-0200*
Sharon — (724) 346-4175*
Warren — (814) 726-7067*
Yardley - (215) 504-1600*
York — (717) 741-8900*

South Carolina

Anderson — (864) 225-7177*
Bluffton — (843) 706-6150*
Florence — (843) 665-7599*

Tennessee

Memphis - (901) 766-0822*
Memphis — (901) 685-3321°*
Nashville — (615) 277-7000*

Texas

Corpus Christi — (361) 693-3060*
Dallas — (214) 706-9450**
Houston — (713) 655-1161°

San Antonio — (210) 558-3371°
Texarkana — (903) 792-3305*

Vermont

Manchester — (802) 362-4111*
Virginia

Manassas — (703) 392-4033*
Richmond — (804) 727-6400°*

Washington

Seattle — (206) 654-3900*
Wisconsin

Appleton — (920) 991-1415*
Brookfield — (262) 794-1000*
Brookfield — (262) 794-0037¢
Eau Claire — (715) 552-8003*
Green Bay — (920) 437-2555*

Madison — (608) 241-9516*
Mequon — (262) 243-3125*
Merrill - (715) 536-0073*
Milwaukee-Glendale — (414) 276-5014*
Milwaukee — (414) 270-0190*
Oconomowoc — (262) 560-3800*
Oshkosh — (920) 303-1686*
Racine — (262) 554-4660*
Rhinelander — (715) 362-1719*
Stevens Point — (715) 343-5688*
West Bend — (262) 338-5889*

Stifel Nicolaus Limited

England

London — 011-44-20-7557-6030°
Spain

Madrid — 011-34-91-458-5500°
Switzerland

Geneva — 011-41-22-994-0606*

*Private Client Group Office
*Capital Markets Group Office
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