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and an improved initial public offering market. These
positive conditions and our solid execution in delivering
value to our clients contributed to our strong performance

across all aspects of our business.

wes of $7 billion

b7 bitlion

On the heels of this strong performance, in January 2012
SVB was recognized by FORTUNE magazine as one of the
“100 Best Companies to Work For®,” which is a tribute to
our people and the culture we have built over so many years.

Many things contributed to our exceptional performance in
this environment, but the most important factors, in niy view,
were our consistent focus on innovative companies and our

dedication to our mission of helping them succeed.

For nearly 30 years, SVB has served the innovation sector
and its investors. The innovation sector differs from most
other parts of the economy in that it typically experiences
high growth and rapid change, making it relatively resilient
throughout economic cycles. In 2011, our clients enjoyed
strong business and investment activity relative to the broader

economy as well as a robust merger-and-acquisition landscape

Our mission has always been to increase our clients’
probability of success. That means supporting them
at all stages of their development, with products and

services, credit and advice—from their earliest days as
startups through their evolution into global companies
with revenues in the hundreds of millions or billions of
dollars. Qur commitment to this mission has driven our
investment in the people, products and platform necessary
to fulfill it. Through these activities, we have built a
globally recognized brand and a reputation as #he Bank
for innovation companies and their investors worldwide.
This recognition has helped us to strengthen our market
position through strong new client acquisition, as evidenced

by our growing market share.

In April 2011, after 18 years with the company, 1 became
President and CEO of SVB Financial Group and Silicon
Valley Bank. In this role, I remain focused on our strategy
but with an increased emphasis on several initiatives:

Enhancing the way we deliver on our mission

to clients
Creating a truly global organization, and

Continuing 1o build a scalable platform to support our
clients’ growth and our growth

These initiatives are designed to better meet the needs
of our current clients while enabling us to attract new
clients and grow key areas of our business where we
feel there is significant opportunity. Domestically, the
opportunity has never been better, particularly among
later-stage and larger companies—what we call our
“orowth” and “corporate finance” clients—as well as our

Private Bank. Internationally, we see opportunities in four
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Forward-Looking Statements

This Annual Report on Form 10-K, including in particular “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” under Part Il, Item 7 in this report, contains forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995. Management has in the
past and might in the future make forward-looking statements orally to analysts, investors, the media and
others. Forward-looking statements are statements that are not historical facts. Broadly speaking, forward-
looking statements include, without limitation, the following:

Projections of our net interest income, noninterest income, earnings per share, noninterest expenses
(including professional services, compliance, compensation and other costs), cash flows, balance
sheet positions, capital expenditures, liquidity and capitalization or other financial items

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

Forecasts of venture capital/private equity funding and investment levels

Forecasts of future interest rates, economic performance, and income from investments

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

Descriptions of assumptions underlying or relating to any of the foregoing

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

Market and economic conditions (including interest rate environment, and levels of public offerings,
mergers/acquisitions and venture capital financing activities) and the associated impact on us

The sufficiency of our capital, including sources of capital (such as funds generated through retained
earnings) and the extent to which capital may be used or required

The adequacy of our liquidity position, including sources of liquidity (such as funds generated through
retained earnings)

Our overall investment plans, strategies and activities, including venture capital/private equity
funding and investments, and our investment of excess cash/liquidity

The realization, timing, valuation and performance of equity or other investments

The likelihood that the market value of our impaired investments will recover

Our intent to sell our investment securities prior to recovery of our cost basis, or the likelihood of such
Expected cash requirements for unfunded commitments to certain investments, including capital calls
Our overail management of interest rate risk, including managing the sensitivity of our interest-
earning assets and interest-bearing liabilities to interest rates, and the impact to earnings from a
change in interest rates

The credit quality of our loan portfolio, including levels and trends of nonperforming loans, impaired
loans, criticized loans and troubled debt restructurings

The adequacy of reserves {including allowance for loan and lease losses) and the appropriateness of
our methodology for calculating such reserves

The level of loan and deposit balances

The level of client investment fees and associated margins

The profitability of our products and services

Our market share growth strategy

Our strategic initiatives, including the expansion of operations in China, India, Israel, the United
Kingdom (“U.K.”) and elsewhere (such as establishing our joint venture bank in China and a branch in
the U.K.)

The expansion and growth of our noninterest income sources

Distributions of venture capital, private equity or debt fund investment proceeds; intentions to sell
such fund investments



e Condition of our properties

¢ The changes in, or adequacy of, our unrecognized tax benefits and any associated impact

¢ The impact from the IRS audit examination results

¢ The extent to which counterparties, including those to our forward and option contracts, will perform
their contractual obligations

e The effect of application of certain accounting pronouncements

¢ The effect of lawsuits and claims

¢ Regulatory developments, including the nature and timing of the adoption and effectiveness of new
requirements under the Dodd-Frank Act (as defined below), Basel guidelines, and other applicable
laws and regulations

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

“

For information with respect to factors that could cause actual results to differ from the expectations
stated in the forward-looking statements, see “Risk Factors” under Part I, Item 1A in this report. We urge
investors to consider all of these factors carefully in evaluating the forward-looking statements contained in this
Annual Report on Form 10-K. All subsequent written or oral forward-looking statements attributable to us or
persons acting on our behalf are expressly qualified in their entirety by these cautionary statements. The
forward-looking statements included in this filing are made only as of the date of this filing. We assume no
obligation and do not intend to revise or update any forward-iooking statements contained in this Annual
Report on Form 10-K.



PART I.
ITEM 1. BUSINESS
General

SVB Financial Group is a diversified financial services company, as well as a bank holding company and
financial holding company. The Company was incorporated in the state of Delaware in March 1999. Through our
various subsidiaries and divisions, we offer a variety of banking and financial products and services to clients
across the United States, as well as in key international entrepreneurial markets. For nearly 30 years, we have
been dedicated to helping entrepreneurs succeed, primarily in the technology, life science, venture capital/
private equity and premium wine industries. We provide our clients of all sizes and stages with a diverse set of
products and services to support them throughout their life cycles.

We offer commercial and private banking products and services through our principal subsidiary, Silicon
Valley Bank (the “Bank”), which is a California state-chartered bank founded in 1983 and is a member of the
Federal Reserve System. Through its subsidiaries, the Bank also offers brokerage, investment advisory and asset
management services. Through our other subsidiaries and divisions, we also offer non-banking products and
services, such as funds management, venture capital/private equity investments, business valuation and equity
management services. Additionally, we focus on cultivating strong relationships with firms within the venture
capital and private equity community worldwide, many of which are also our clients and may invest in our
corporate clients.

As of December 31, 2011, we had, on a consolidated basis, total assets of $20.0 billion, investment
securities of $11.5 billion, total loans, net of unearned income, of $7.0 billion, total deposits of $16.7 billion and
total SVB Financial Group (“SVBFG”) stockholders’ equity of $1.6 billion.

We operate through 26 offices in the United States, as well as offices internationally in China, India, Israel
and the United Kingdom. Our corporate headquarters is located at 3003 Tasman Drive, Santa Clara, California
95054, and our telephone number is 408.654.7400.

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

Business Overview

For reporting purposes, SVB Financiai Group has three operating segments for which we report financial
information in this report: Global Commercial Bank, SVB Private Bank and SVB Capital.

Global Commercial Bank

Our Global Commercial Bank segment is comprised of results primarily from our Commercial Bank, and to
a lesser extent, from SVB Specialty Lending, SVB Analytics and our Debt Fund Investments, each as further
described below.

Commercial Bank. Our Commercial Bank products and services are provided by the Bank and its
subsidiaries to commercial clients in the technology, venture capital/private equity, life science and cleantech
industries. The Bank provides solutions to the financial needs of commercial clients through lending, deposit
products, cash management services, global banking and trade products and services, and investment services.
It also serves the needs of our non-U.S. clients with global banking products, including loans, deposits and global
finance, in key international entrepreneurial markets, where applicable.
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Through lending products and services, the Bank extends loans and other credit facilities to commaercial
clients. These loans are often secured by clients’ assets. Lending products and services include traditional term
loans, equipment loans, asset-based loans, revolving lines of credit, accounts-receivable-based lines of credits,
capital call lines of credits and credit cards.

The Bank’s deposit and cash management products and services provide commercial clients with short-
and long-term cash management solutions. Deposit products include traditional deposit and checking accounts,
certificates of deposit, money market accounts and sweep accounts. In connection with deposit services, the
Bank provides lockbox and merchant services that facilitate timely depositing of checks and other payments to
clients’ accounts. Cash management products and services include wire transfer and automated clearing house
payment services to enable clients to transfer funds quickly. Additionally, the cash management services unit
provides collection services, disbursement services, electronic funds transfers, and online banking.

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

The Bank and its subsidiaries offer a variety of investment services and solutions to its clients that enable
companies to effectively manage their assets. Through its broker-dealer subsidiary, SVB Securities, the Bank
offers clients access to investments in third party money market mutual funds and fixed-income securities.
Through its registered investment advisory subsidiary, SVB Asset Management, the Bank offers investment
advisory services, including outsourced treasury services, with customized cash portfolio management and
reporting.

SVB Specialty Lending. SVB Specialty Lending provides banking products and services to our premium wine
industry clients, including vineyard development loans, as well as community development loans made as part
of our responsibilities under the Community Reinvestment Act.

SVB Analytics. SVB Analytics provides equity valuation and equity management services to private
companies and venture capital/private equity firms.

Debt Fund Investments. Debt Fund Investments include our investment in debt funds in which we are a
strategic investor: (i) Gold Hill funds, which provide secured debt to private companies of all stages, and
(ii) Partners for Growth funds, which provide secured debt primarily to mid-stage and late-stage clients.

SVB Private Bank

SVB Private Bank is the private banking division of the Bank, which provides a range of personal financial
solutions primarily to venture capital/private equity professionals. We offer a customized suite of private
banking services, including mortgages, home equity lines of credit, restricted stock purchase loans, capital call
lines of credit, and other secured and unsecured lending. We also help our private banking clients meet their
cash management needs by providing deposit account products and services, including checking, money
market, certificates of deposit accounts, online banking, credit cards and other personalized banking services.

SVB Capital

SVB Capital is the venture capital investment arm of SVB Financial Group, which focuses primarily on funds
management. SVB Capital manages approximately $1.4 billion of funds, largely venture capital funds, primarily
on behalf of third party limited partner investors, as well as SVB Financial Group. The SVB Capital family of funds
is comprised of funds of funds and direct venture funds (or co-investment funds). SVB Capital generates income
for the Company primarily through management fees, carried interest arrangements and returns through the
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Company’s investments in the funds. Most of the funds managed by SVB Capital are consolidated into our
financial statements. See Note 2—“Summary of Significant Accounting Policies—Principles of Consolidation and
Presentation” of the “Notes to the Consolidated Financial Statements” under Part Ii, Item 8 in this report.

For more information about our three operating segments, including financial information and results of
operations, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Operating Segment Results” under Part Il, Item 7 in this report, and Note 20—“Segment Reporting” of the
“Notes to the Consolidated Financial Statements” under Part Il, Item 8 in this report.

Income Sources

Our total revenue is comprised of our net interest income and noninterest income. Net interest income on
a fully taxable equivalent basis and noninterest income for the year ended December 31, 2011 were $528.2
million and $382.3 million, respectively.

Net interest income is primarily income generated from interest rate differentials. The difference between
the interest rates received on interest-earning assets, such as loans extended to clients and securities held in
our available-for-sale securities portfolio, and the interest rates paid by us on interest-bearing liabilities, such as
deposits and borrowings, accounts for the major portion of our earnings. Our deposits are largely obtained from
commercial clients within our technology, life science, venture capital and private equity industry sectors.
Deposits are also obtained from the premium wine industry commercial clients and from our Private Bank
clients. We do not obtain deposits from conventional retail sources.

Noninterest income is primarily income generated from our fee-based services and returns on our
investments. We offer a wide range of fee-based financial services to our clients, including global commercial
banking, private banking and other business services. Our ability to integrate and cross-sell our diverse financial
services to our clients is a strength of our business model. Additionally, we seek to obtain returns by making
investments. We manage and invest in venture capital/private equity funds that invest directly in privately-heid
companies, as well as funds that invest in other venture capital/private equity funds. We also invest directly in
privately-held companies. Additionally, we recognize gains from warrants to acquire stock in client companies,
which we obtain in connection with negotiating credit facilities and certain other services.

We derive substantially all of our income from U.S. clients. We derived less than 5 percent of our total
revenues from foreign clients for each of 2011, 2010 and 20089.

Industry Niches

In each of the industry niches we serve, we provide services to meet the needs of our clients throughout
their life cycles, beginning with the emerging, start-up stage.

Technology and Life Sciences

We serve a variety of clients in the technology and life science industries. Our technology clients tend to be
in the industries of hardware (semiconductors, communications and electronics), software, cleantech (energy
generation, storage and efficiency) and related services. Our life science clients tend to be in the industries of
biotechnology and medical devices. A key component of our technology and life science business strategy is to
develop relationships with clients at an early stage and offer them banking services that will continue to meet
their needs as they mature and expand. We serve these clients primarily through three practices:

e Our SVB Accelerator practice focuses on serving our “emerging” or “early stage” clients. These clients
are generally in the start-up or early stages of their life cycles. They are typically privately-held and
funded by friends and family, “seed” or “angel” investors, or have gone through an initial round of
venture capital financing. Typically, they are primarily engaged in research and development, have
little or no revenue and may have only brought a few products or services to market. SVB Accelerator
practice clients tend to have annual revenues below $5 million.



e Qur SVB Growth practice serves our “mid-stage,” “late-stage” and “corporate technology” clients.
These clients are in the intermediate or later stages of their life cycles and are generally privately-
held, and many are dependent on venture capital for funding. Some of our “corporate technology”
clients that are in the more advanced stages of their life cycles may be publicly held or poised to
become publicly held. Our SVB Growth clients generally have a solid or more established product or
service offering in the market, with more meaningful or considerable revenue. They also may be
expanding globally. SVB Growth practice clients tend to have annual revenues between $5 million and
$75 million.

* Our SVB Corporate Finance practice serves primarily our “large corporate” clients, which are more
mature and established companies. These clients are generally publicly-held, have a more
sophisticated product or service offering in the market, and significant revenue. They also may be
expanding globally. SVB Corporate Finance practice clients tend to have annual revenues over $75
million.

Venture Capital/Private Equity

We provide financial services to clients in the venture capital/private equity community. Since our
founding, we have cultivated strong relationships within the venture capital/private equity community,
particularly with venture capital firms worldwide, many of which are also clients. We serve in the United States
and worldwide more than 600 venture capital firms and more than 150 private equity firms, facilitating deal
flow to and from these firms. We may also, through SVB Financial or SVB Capital funds, participate in direct
investments in their portfolio companies.

Premium Wine

We are one of the leading providers of financial services to premium wine producers across the Western
United States, primarily in California’s Napa Valley, Sonoma County and Central Coast regions, and the Pacific
Northwest, with approximately 300 winery and vineyard clients. We focus on vineyards and wineries that
produce grapes and premium wines.

Competition

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

Employees
As of December 31, 2011, we employed 1,526 full-time equivalent employees.
Supervision and Regulation

Our bank and bank holding company operations are subject to extensive regulation by federal and state
regulatory agencies. This regulation is intended primarily for the protection of depositors and the Deposit
Insurance Fund (“DIF”), as well as the stability of the U.S. banking system. This regulation is not intended for the
benefit of security holders. As a bank holding company and a financial holding company, SVB Financial is subject
to primary inspection, supervision, regulation, and examination by the Board of Governors of the Federal
Reserve System under the Bank Holding Company Act of 1956 (“BHC Act”). The Bank, as a California state-
chartered bank and a member of the Federal Reserve System, is subject to primary supervision and examination
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by the Federal Reserve Board, as well as the California Department of Financial Institutions (“DF1”). In addition,
the Bank’s deposits are insured by the Federal Deposit Insurance Corporation. SVB Financial’s other nonbank
subsidiaries are subject to regulation by the Federal Reserve Board and other applicable federal and state
regulatory agencies, including the U.S. Securities and Exchange Commission (“SEC”) and the Financial Industry
Regulatory Authority (“FINRA”). Current and future legal and regulatory requirements, restrictions and
regulations, including, but not limited to, those imposed under the Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010 (the “Dodd-Frank Act”), may have a material and adverse effect on our
business, financial condition, and results of operations and may make it more difficult for us to attract and
retain qualified executive officers and employees.

In addition, we are subject to foreign regulatory agencies in international jurisdictions, where we may
conduct business, including the U.K., Israel, India and China. (See “International Regulation” below.)

The following discussion of statutes and regulations is a summary and does not purport to be complete.
This discussion is qualified in its entirety by reference to the statutes and regulations referred to in this
discussion.

The Dodd-Frank Wall Street Reform and Consumer Protection Act—General

From time to time, federal, state and foreign legislation is enacted and regulations are adopted which may
have the effect of materially increasing the cost of doing business, limiting or expanding permissibie activities,
or affecting the competitive balance between banks and other financial services providers. Government actions
in recent years have resulted in the imposition of additional regulatory requirements, including expansive
financial services regulatory reform legislation. The Dodd-Frank Act was enacted in July 2010, and imposed
requirements including, among others: (i) heightened regulation and supervision of bank holding companies
and their subsidiaries, including increased capital requirements, mandatory internal stress tests, changes in
assessment fees and deposit insurance coverage, and enhanced limitations on transactions with affiliates;
(i) the “Volcker Rule,” which, among other things, and subject to certain exceptions and a transition period,
restricts any banking entity from engaging in proprietary trading or sponsoring or investing in a hedge fund or
private equity fund; (iii) corporate governance and executive compensation requirements; (iv) strengthened
financial consumer regulation, including the establishment of the Bureau of Consumer Financial Protection, new
debit card interchange fee requirements and mortgage reforms; (v) a new derivatives regulatory regime, which,
among other things, will impose mandatory clearing, exchange-trading and margin requirements on many
derivatives transactions; and (vi) a new systemic regulation regime through the establishment of the Financial
Stability Oversight Council and the Office of Financial Research, which could result in heightened prudential
standards on activities deemed systemically risky and additional reporting requirements. Certain provisions
became effective immediately, while some are the subject of proposed regulations which have not yet become
effective, and other provisions of the Dodd-Frank Act are subject to further substantive rulemaking and/or
studies. Regulatory agencies are in various stages of the rulemaking process, but the volume and complexity of
the regulations expected to be developed may lead to an extended period of time before final regulations are
effective. As such, we cannot fully assess the full impact of the Dodd-Frank Act until final rules are issued, which
will occur over an uncertain period of time, expected to last for many months, if not years. Following the
issuance of final regulations, some provisions of the Dodd-Frank Act will be implemented over an additional
extended period, potentially lasting as long as ten years from adoption.

Regulation of Holding Company
Under the BHC Act, SVB Financial is subject to the Federal Reserve’s regulation and its authority to:
e Require periodic reports and such additional information as the Federal Reserve may require in its
discretion;

¢ Require the maintenance of certain levels of capital;
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* Restrict the ability of bank holding companies to service debt or to receive dividends or other
distributions from their subsidiary banks;

e Require prior approval for senior executive officer and director changes under certain circumstances;

e Require that bank holding companies serve as a source of financial and managerial strength to
subsidiary banks and commit resources as necessary to support each subsidiary bank. A bank holding
company’s failure to meet its obligations to serve as a source of strength to its subsidiary banks will
generally be considered by the Federal Reserve to be an unsafe and unsound banking practice or a
violation of Federal Reserve regulations or both under current law, and will be a statutory violation
under the Dodd-Frank Act, as described below;

¢ Terminate an activity or terminate control of or liquidate or divest certain subsidiaries, affiliates or
investments if the Federal Reserve believes the activity or the control of the subsidiary or affiliate
constitutes a serious risk to the financial safety, soundness or stability of any bank subsidiary;

¢ Regulate provisions of certain bank holding company debt, including the authority to impose interest
ceilings and reserve requirements on such debt and require prior approval to purchase or redeem our
securities in certain situations; and

e Approve acquisitions and mergers with banks and consider certain competitive, management,
financial, financial stability and other factors in granting these approvals. Similar California and other
state banking agency approvals may also be required.

The Dodd-Frank Act codifies bank holding companies’ obligations to serve as a source of financial strength
to any bank subsidiary. in that regard, bank holding companies, such as SVB Financial, must have the ability to
provide financial assistance to the Bank in the event of financial distress.

Bank holding companies are generally prohibited, except in certain statutorily prescribed instances
including exceptions for financial holding companies, from acquiring direct or indirect ownership or control of
more than 5% of the outstanding voting shares of any company that is not a bank or bank holding company and
from engaging directly or indirectly in activities other than those of banking, managing or controlling banks, or
furnishing services to its subsidiaries. However, subject to prior notice or Federal Reserve Board approval, bank
holding companies may engage in, or acquire shares of companies engaged in, activities determined by the
Federal Reserve Board to be so closely related to banking or managing or controlling banks as to be a proper
incident thereto. As a financial holding company, SVB Financial may engage in these nonbanking activities and
certain other broader securities, insurance, merchant banking and other activities that are determined to be
“financial in nature” or are incidental or complementary to activities that are financial in nature without prior
Federal Reserve approval, subject to the requirement imposed by the Dodd-Frank Act that SVB Financial will be
required to obtain prior Federal Reserve approval in order to acquire a nonbanking company with more than
$10 billion in consolidated assets.

Pursuant to the Gramme-Leach-Bliley Act of 1999 (“GLBA”), in order to elect and retain financial holding
company status, all depository institution subsidiaries of a bank holding company must be well capitalized, well
managed, and, except in limited circumstances, in satisfactory compliance with the Community Reinvestment
Act (“CRA”). In addition, pursuant to the Dodd-Frank Act, a financial holding company will also be required to be
well capitalized and well managed. Failure to sustain compliance with these requirements or correct any
non-compliance within a fixed time period could lead to divestiture of subsidiary banks or require all activities
to conform to those permissible for a bank holding company.

Because we are a holding company, our rights and the rights of our creditors and security holders to
participate in the assets of any of our subsidiaries upon the subsidiary’s liquidation or reorganization will be
subject to the prior claims of the subsidiary’s creditors, except to the extent we may ourselves be a creditor
with recognized claims against the subsidiary. In addition, there are various statutory and regulatory limitations
on the extent to which the Bank can finance or otherwise transfer funds to us or to our non-bank subsidiaries,
including certain investment funds to which the Bank serves as an investment adviser, whether in the form of
loans or other extensions of credit, including a purchase of assets subject to an agreement to repurchase,
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securities investments, the borrowing or lending of securities to the extent that the transaction causes the Bank
or a subsidiary to have credit exposure to the affiliate, or certain other specified types of transactions, as
discussed in further detail below. Furthermore, loans and other extensions of credit by the Bank to us or any of
our non-bank subsidiaries are required to be secured by specified amounts of collateral and are required to be
on terms and conditions consistent with safe and sound banking practices.

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

Securities Registration and Listing

SVB Financial’s securities are registered under the SEC’s Securities Exchange Act of 1934, as amended (the
“Exchange Act”), and listed on the NASDAQ Global Select Market. As such, SVB Financial is subject to the
information, proxy solicitation, insider trading, corporate governance, and other requirements and restrictions
of the Exchange Act, as well as the Marketplace Rules and other requirements promulgated by the Nasdaq
Stock Market, Inc.

The Sarbanes-Oxley Act

SVB Financial is subject to the accounting oversight and corporate governance requirements of the
Sarbanes-Oxley Act of 2002, including, among other things, required executive certification of financial
presentations, increased requirements for board audit committees and their members, and enhanced
requirements relating to disclosure controls and procedures and internal control over financial reporting.

Regulation of Silicon Valley Bank

The Bank is a California state-chartered bank and a member and stockholder of the Federal Reserve. The
Bank is subject to primary supervision, periodic examination and regulation by the DFI and the Federal Reserve,
as the Bank’s primary federal regulator. In general, under the California Financial Code, California banks have all
the powers of a California corporation, subject to the general limitation of state bank powers under the Federal
Deposit Insurance Act to those permissible for national banks. Specific federal and state laws and regulations
which are applicable to banks regulate, among other things, the scope of their business, their investments, their
reserves against deposits, the timing of the availability of deposited funds and the nature and amount of and
collateral for certain loans. The regulatory structure also gives the bank regulatory agencies extensive discretion
in connection with their supervisory and enforcement activities and examination policies, including policies with
respect to the classification of assets and the establishment of adequate loan loss reserves for regulatory
purposes. If, as a result of an examination, the DFI or the Federal Reserve should determine that the financial
condition, capital resources, asset quality, earnings prospects, management, liquidity, or other aspects of the
Bank’s operations are unsatisfactory or that the Bank or its management is violating or has violated any law or
regulation, the DFl and the Federal Reserve, and separately the Federal Deposit Insurance Corporation (“FDIC”)
as insurer of the Bank’s deposits, have residual authority to:

* Require affirmative action to correct any conditions resulting from any violation or practice;

* Require prior approval for senior executive officer and director changes;

o Direct an increase in capital and the maintenance of specific minimum capital ratios which may
preclude the Bank from being deemed well capitalized for regulatory purposes;

e Restrict the Bank’s growth geographically, by products and services, or by mergers and acquisitions;

¢ Enter into informal or formal enforcement orders, including memoranda of understanding, written
agreements and consent or cease and desist orders to take corrective action and enjoin unsafe and
unsound practices;

e Restrict or prohibit the Bank from paying dividends or making other distributions to SVB Financial;

* Remove officers and directors and assess civil monetary penalties; and

* Take possession of and close and liquidate the Bank.
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California law permits state chartered commercial banks to engage in any activity permissible for national
banks. Therefore, the Bank may form subsidiaries to engage in the many so-called “closely related to banking”
or “nonbanking” activities commonly conducted by national banks in operating subsidiaries, and further, the
Bank may conduct certain “financial” activities in a subsidiary to the same extent as may a national bank,
provided the Bank is and remains “well-capitalized,” “well-managed” and in satisfactory compliance with the
CRA.

Federal Home Loan Bank System

The Bank is a member of the Federal Home Loan Bank (“FHLB”) of San Francisco. Among other benefits,
each FHLB serves as a reserve or central bank for its members within its assigned region and makes available
loans or advances to its members. Each FHLB is financed primarily from the sale of consolidated obligations of
the FHLB system. As an FHLB member, the Bank is required to own a certain amount of capital stock in the
FHLB. At December 31, 2011, the Bank was in compliance with the FHLB’s stock ownership requirement and our
investment in FHLB capital stock totaled $25.0 miillion.

Regulatory Capital

The federal banking agencies have adopted guidelines that govern risk-based capital and allowable
leverage capital levels for bank holding companies and banks that are expected to provide a measure of capital
that reflects the degree of risk associated with a banking organization’s operations for both transactions
reported on the balance sheet as assets, such as loans, and those recorded as off-balance sheet items, such as
commitments, letters of credit and recourse arrangements.

Under current capital guidelines, banking organizations are required to maintain certain minimum risk-
based capital ratios, which are calculated by dividing a banking organization’s qualifying capital by its risk-
weighted assets (including both on- and off-balance sheet assets). Risk-weighted assets are calculated by
assigning assets and off-balance sheet items to broad risk categories. Qualifying capital is classified depending
on the type of capital. For SVB Financial:

e “Tier 1 capital” consists of common equity, retained earnings, qualifying non-cumulative perpetual
preferred stock, a limited amount of qualifying cumulative perpetual preferred stock issued prior to
May 19, 2010 and noncontrolling interests in the equity accounts of consolidated subsidiaries
(including trust-preferred securities), less goodwill and certain other intangible assets. As discussed
further below, qualifying Tier 1 capital may consist of trust-preferred securities issued prior to
May 19, 2010, subject to certain criteria and quantitative limits for inclusion of restricted core capital
elements in Tier 1 capital.

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

With certain qualifications, the Dodd-Frank Act excludes trust preferred securities issued on or after
May 19, 2010 from Tier 1 capital. For depository institution holding companies with total consolidated assets of
more than $15 billion at December 31, 2009, trust preferred securities issued before May 19, 2010 will be
phased-out of Tier 1 capital over a three-year period. Because SVB Financial’s total assets were less than
$15 billion as of December 31, 2009, trust preferred securities issued prior to May 19, 2010 (our 7.0% Junior
Subordinated debentures) will continue to qualify as Tier 1 capital, subject to any overall regulatory
determination to disqualify such securities from Tier 1 capital treatment.

As a bank holding company, SVB Financial is subject to three capital ratios: a total risk-based capital ratio, a
Tier 1 risk-based capital ratio and a Tier 1 leverage ratio. To be classified as “adequately capitalized”, the
minimum required ratios for bank holding companies and banks are eight percent, four percent and four
percent, respectively. Additionally, for SVB Financial to remain a financial holding company, the Bank must at all
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times be “well-capitalized,” which requires the Bank to have a total risk-based capital ratio, a Tier 1 risk-based
capital ratio and a Tier 1 leverage ratio of at least ten percent, six percent and five percent, respectively.
Moreover, maintaining the financial holding company at “well-capitalized” status provides certain benefits to
the company, such as the ability to repurchase stock without prior regulatory approval. To be “well-capitalized,”
the holding company must at all times have a total risk-based and Tier 1 risk-based capital ratio of at least ten
percent and six percent, respectively. There is no current Tier 1 leverage requirement for a holding company to
be deemed “well-capitalized”. As of December 31, 2011, both SVB Financial and the Bank were considered
“well-capitalized” for regulatory purposes.

The federal banking agencies may change existing capital guidelines or adopt new capital guidelines in the
future pursuant to the Dodd-Frank Act, the implementation of Basei lli (described below) or other regulatory or
supervisory changes. For instance, the Dodd-Frank Act further requires the federal banking agencies to adopt
capital requirements which address the risks that the activities of an institution poses to the institution and the
public and private stakeholders, including risks arising from certain enumerated activities. Notwithstanding
these capital ratio requirements, pursuant to federal regulatory guidance, banking organizations are expected
to operate with capital positions well above the minimum or “well-capitalized” ratios, with the amount of
capital held commensurate with its risk exposure.

SVB Financial is also currently subject to rules that govern the regulatory capital treatment of equity
investments in non-financial companies made on or after March 13, 2000 and held under certain specified legal
authorities by a bank or bank holding company. Under the rules, these equity investments will be subject to a
separate capital charge that will reduce a bank holding company’s Tier 1 capital and, as a result, will remove
these assets from being taken into consideration in establishing a bank holding company’s required capital
ratios discussed above.

Banking organizations must have appropriate capital planning processes, with proper oversight from the
Board of Directors. Accordingly, pursuant to a separate supervisory letter from the Federa! Reserve, bank
holding companies are expected to conduct and document comprehensive capital adequacy analyses prior to
the declaration of any dividends (on common stock, preferred stock, trust preferred securities or other Tier 1
capital instruments), capital redemptions or capital repurchases. Moreover, the federal banking agencies have
adopted a joint agency policy statement, which states that the adequacy and effectiveness of a bank’s interest
rate risk management process and the level of its interest rate exposures are critical factors in the evaluation of
the bank’s capital adequacy. A bank with material weaknesses in its interest rate risk management process or
high levels of interest rate exposure relative to its capital will be directed by the federal banking agencies to
take corrective actions.

In addition, the Dodd-Frank Act requires institutions of our size to conduct annual stress tests.
Proprietary Trading and Certain Relationships with Hedge Funds and Private Equity Funds

The “Volcker Rule” under the Dodd-Frank Act includes certain prohibitions on banks’ proprietary trading
activities and banks’ ability to sponsor or invest in hedge or private equity funds. Proposed implementing
regulations for the Volcker Rule have been issued, and certain final regulations are expected to become
effective in July 2012. In a separate rulemaking process, regulators issued a final rule setting forth the schedule
for affected entities to bring their activities and investments into conformance with the prohibitions and
restrictions of the Volcker Rule. Pursuant to that “conformance period” rulemaking, banking entities generally
have two years from the effective date of the Volcker Rule to bring their activities into compliance with the
Volcker Rule. The conformance period applicable to investment in or sponsorship of covered funds may be
extended, and in the case of certain illiquid funds, may extend to as long as ten years from the effective date of
the Volcker Rule.

Subject to certain exceptions, the “Volcker Rule” prohibits a banking entity from engaging in “proprietary
trading,” which is defined as engaging as principal for the “trading account” of the banking entity in securities or
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other instruments. Certain forms of proprietary trading may qualify as “permitted activities,” and thus not be
subject to the ban on proprietary trading, such as trading in U.S. government or agency obligations, or certain
other U.S. state or municipal obligations, and the obligations of Fannie Mae, Freddie Mac or Ginnie Mae. Based
on this definition and the exceptions provided under the currently proposed regulations, we do not believe that
we engage in any proprietary trading that would be prohibited under the Volicker Rule.

Additionally, subject to certain exceptions, the rule prohibits a banking entity from sponsoring or investing
in a hedge fund or private equity fund. While a banking entity may “organize and offer” a hedge fund or private
equity fund if certain conditions are met, it may not “sponsor” a covered fund, nor may it acquire or retain an
equity partnership or other ownership interest in a fund except for certain limited investments. The Volcker
Rule also imposes certain investment limits on banking entities. When effective, the Volcker Rule is expected to
limit covered banking entities to a de minimis investment in a hedge fund or private equity fund. Such a de
minimis investment will be defined by the rules to be immaterial to the banking entity but in no case may the
aggregate investments of a banking entity in hedge funds and private equity funds comprise more than three
percent of the institution’s Tier 1 capital. During the transition period, Federal banking regulators may impose
additional capital requirements and other restrictions on any equity, partnership, or ownership interest in or
sponsorship of a hedge fund or private equity fund by a banking entity.

Based on the regulations as currently proposed, the Volcker Rule prohibitions would apply to a banking
entity such as SVB Financial, the Bank or any affiliate of SVB Financial or the Bank (including SVB Capital and our
strategic fund investments), unless an exception applies. Based on the proposed rules, SVB Financial maintains
investments in certain venture capital and private equity funds that may exceed three percent of its Tier 1
capital and/or may be determined to be material. In the absence of a change to the current Volcker Rule
proposal, SVB Financial {including its affiliate SVB Capital) may be required to reduce the level of its investments
in covered funds, would be prohibited from serving as the “sponsor” of funds and would be required to forego
investment opportunities in certain funds in the future. SVB Financial would be obligated to come into
conformance with all these requirements in a period of time to be determined by regulators but not to exceed
ten years from the effective date of the Dodd-Frank Act.

Basel, Basel Il and Basel Il Accords

The current risk-based capital guidelines that apply to SVB Financial and the Bank are based upon the 1988
capital accord of the International Basel Committee on Banking Supervision, a committee of central banks and
bank supervisors, as implemented by the Federal Reserve. In 2008, the Federal Reserve began to phase-in
capital standards based on a second capital accord, referred to as Basel |l, for large or “core” international
banks (total assets of $250 billion or mare or consolidated foreign exposures of $10 billion or more). Basel Il
emphasizes internal assessment of credit, market and operational risk, as well as supervisory assessment and
market discipline in determining minimum capital requirements.

On September 12, 2010, the Group of Governors and Heads of Supervision, the oversight body of the Basel
Committee, announced agreement on the calibration and phase-in arrangements for a strengthened set of
capital requirements, known as the Basel Capital Adequacy Accords or Basel IlIl. Basel Ill increases the minimum
Tier 1 common equity ratio to 4.5%, net of regulatory deductions, and introduces a capital conservation buffer
of an additional 2.5% of common equity to risk-weighted assets, raising the target minimum common equity
ratio to 7.0%. Basel lll increases (a) the minimum Tier 1 capital ratio to 8.5% inclusive of the capital conservation
buffer, (b) increases the minimum total capital ratio to 10.5% inclusive of the capital buffer and (c) introduces a
countercyclical capital buffer of up to 2.5% of common equity or other fully loss absorbing capital for periods of
excess credit growth. Basel Ill also introduces a non-risk adjusted Tier 1 leverage ratio of 3.0%, based on a
measure of total exposure rather than total assets, and new liquidity standards. The Basel ill capital and
liquidity standards are expected to be phased in over a multi-year period. The final package of Basel Il reforms
was endorsed at the Seoul G20 Leaders Summit in November 2010, and is subject to individual adoption by
member nations, including the United States.
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On December 20, 2011, the Federal Reserve issued proposed regulations requiring bank holding companies
with assets in excess of $50 billion to meet certain capital and liquidity requirements. Under the proposed
regulations, subject institutions would be subject to the Federal Reserve Board’s capital plan rule, which was
issued in November 2011. That rule requires firms to develop annual capital plans, conduct stress tests, and
maintain adequate capital, including a tier one common risk-based capital ratio greater than 5 percent, under
both expected and stressed conditions. In the second phase, the Federal Reserve Board would issue a proposal
to implement a risk-based capital surcharge based on the framework and methodology developed by the Basel
Committee. Although SVB Financial and the Bank are currently not large enough to be subject to the terms of
such proposed regulations, we believe the Federal Reserve will likely implement changes to the capital
adequacy standards applicable to SVB Financial and the Bank in light of Basel Ill and the overall regulatory
environment which could increase the capital requirements of financial institutions generally, including SVB
Financial and the Bank.

Prompt Corrective Action and Other General Enforcement Authority

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

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

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

The FDIC may terminate a depository institution’s deposit insurance upon a finding that the institution’s
financial condition is unsafe or unsound or that the institution has engaged in unsafe or unsound practices that
pose a risk to the DIF or that may prejudice the interest of the bank’s depositors. The termination of deposit
insurance for a bank would also result in the revocation of the bank’s charter by the DFI.

Safety and Soundness Guidelines

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

Dividends from the Bank constitute a primary source of cash for SVB Financial. The Bank is subject to
various federal and state statutory and regulatory restrictions on its ability to pay dividends, including
applicable provisions of the California Financial Code and the prompt corrective action regulations. In addition,
the banking agencies have the authority to prohibit the Bank from paying dividends, depending upon the Bank’s
financial condition, if such payment is deemed to constitute an unsafe or unsound practice. Furthermore, under
the federal prompt corrective action regulations, the Federal Reserve Board may prohibit a bank holding
company from paying any dividends if the holding company’s bank subsidiary is classified as “undercapitalized.”

It is the Federal Reserve’s policy that bank holding companies should generally pay dividends on common
stock only out of income available over the past year, and only if prospective earnings retention is consistent
with the organization’s expected future needs and financial condition. It is also the Federal Reserve’s policy that
bank holding companies should not maintain dividend levels that undermine their ability to be a source of
strength to its banking subsidiaries. Additionally, in consideration of the current financial and economic
environment, the Federal Reserve has indicated that bank holding companies should carefully review their
dividend policy and has discouraged payment ratios that are at maximum allowable levels unless both asset
quality and capital are very strong.

Transactions with Affiliates

Transactions between the Bank and its operating subsidiaries (such as SVB Securities and SVB Asset
Management) on the one hand, and the Bank’s affiliates (such as SVB Financial, SVB Analytics, or an entity
affiliated with SVB Capital} on the other, are subject to restrictions imposed by federal and state law, designed
to protect the Bank and its subsidiaries from engaging in unfavorable behavior with their affiliates. The Dodd-
Frank Act further extended the definition of an “affiliate” to include any investment fund to which the Bank or
an affiliate serves as an investment adviser. More specifically, these restrictions, contained in the Federal
Reserve’s Regulation W, prevent SVB Financial and other affiliates from borrowing from, or entering into other
credit transactions with, the Bank or its operating subsidiaries unless the loans or other credit transactions are
secured by specified amounts of collateral. All loans and credit transactions and other “covered transactions” by
the Bank and its operating subsidiaries with any one affiliate are limited, in the aggregate, to 10% of the Bank's
capital and surplus; and all loans and credit transactions and other “covered transactions” by the Bank and its
operating subsidiaries with all affiliates are limited, in the aggregate, to 20% of the Bank’s capital and surplus.
For this purpose, a “covered transaction” generally includes, among other things, a loan or extension of credit
to an affiliate, including a purchase of assets subject to an agreement to repurchase; a purchase of or
investment in securities issued by an affiliate; the acceptance of a security issued by an affiliate as collateral for
an extension of credit to any borrower; the borrowing or lending of securities where the Bank has credit
exposure to the affiliate; the acceptance of “other debt obligations” of an affiliate as collateral for a loan to a
third party; any derivative transaction that causes the Bank to have credit exposure to an affiliate; and the
issuance of a guarantee, acceptance, or letter of credit on behalf of an affiliate. After a transition period, the
Dodd-Frank Act treats credit exposure from derivative transactions as a covered transaction. It expands the
transactions for which collateral is required to be maintained, and for all such transactions, it requires collateral
to be maintained at all times.

in addition, the Bank and its operating subsidiaries generally may not purchase a low-quality asset from an
affiliate. Moreover, covered transactions and other specified transactions by the Bank and its operating
subsidiaries with an affiliate must be on terms and conditions, including credit standards, that are substantially
the same, or at least as favorable to the Bank or its subsidiaries, as those prevailing at the time for comparable
transactions with nonaffiliated companies. An entity that is a direct or indirect subsidiary of the Bank would not
be considered to be an “affiliate” of the Bank or its operating subsidiaries for these purposes unless it fell into
one of certain categories, such as a “financial subsidiary” authorized under the GLBA.
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Loans to Insiders

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

Premiums for Deposit Insurance

The FDIC insures our customer deposits through the DIF up to prescribed limits for each depositor. In
recent years, due to higher levels of bank failures, the FDIC’s resolution costs increased, which depleted the DIF.
In order to maintain a strong funding position and restore reserve ratios of the DIF, the FDIC has increased
assessment rates of insured institutions and may continue to do so in the future. In 2009, the FDIC also adopted
a requirement of institutions to prepay their assessment fees through 2012. We are generally unable to control
the amount of premiums that we are required to pay for FDIC insurance. Any changes in FDIC insurance
premiums may have a material affect on our results of operations.

All FDIC-insured institutions are also required to pay assessments to the FDIC to fund interest payments on
bonds issued by the Financing Corporation (“FICO”), an agency of the federal government established to
recapitalize the predecessor to the DIF. These assessments will continue until the FICO bonds mature in 2017
through 2019.

During 2010, the Bank’s FDIC and FICO assessment rates were based on its domestic deposits. Effective as
of April 1, 2011, however, under final rules adopted by the FDIC and as mandated under the Dodd-Frank Act,
FDIC and FICO assessment rates will be based on the average total consolidated assets minus the average
consolidated tangible equity during the assessment period. The reduction in current assessment rates reflects
this change from an assessment base computed on deposits to an assessment base computed on assets.

USA PATRIOT Act of 2001

The USA PATRIOT Act of 2001 and its implementing regulations significantly expanded the anti-money
laundering and financial transparency laws, including the Bank Secrecy Act. The Company has adopted
comprehensive policies and procedures to address the requirements of the USA PATRIOT Act. Material
deficiencies in anti-money laundering compliance can result in public enforcement actions by the banking
agencies, including the imposition of civil money penalties and supervisory restrictions on growth and
expansion. Such enforcement actions could also have serious reputation consequences for SVB Financial and
the Bank.

Consumer Protection Laws and Regulations

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

The Dodd-Frank Act has established a new Bureau of Consumer Financial Protection {the “Bureau”) within
the Federal Reserve, with broad powers to regulate consumer financial services. The Bureau has extensive
authority to prescribe rules under any consumer financial protection law and has supervisory and enforcement
authority with respect to Federal consumer financial laws. Under the Dodd-Frank Act, the Bureau has the
authority to prescribe rules that address unfair, deceptive or abusive acts in connection with the provision of
consumer financial products and services and to ensure that consumers are provided with full, accurate and
effective disclosure to make responsible decisions about financial transactions. The Bureau has the authority to
bring enforcement actions and to commence civil litigation actions or seek civil monetary or equitable relief in
connection with violations of consumer finance law.

in recent years, examination and enforcement by the state and federal banking agencies for
non-compliance with consumer protection laws and their implementing regulations have become more intense.
The advent of the Bureau will further heighten oversight and review of compliance with consumer protection
laws and regulations. Due to these heightened regulatory concerns and new powers and authority of the
Bureau, the Bank and its affiliates may incur additional compliance costs or be required to expend additional
funds for investments in their focal community.

Securities Activities

Federal Reserve’s Regulation R implements exceptions provided in the GLBA for securities activities which
banks may conduct without registering with the SEC as securities broker or moving such activities to a broker-
dealer affiliate. Regulation R provides exceptions for networking arrangements with third-party broker-dealers
and authorizes compensation for bank employees who refer and assist institutional and high net worth bank
customers with their securities, including sweep accounts to money market funds, and with related trust,
fiduciary, custodial and safekeeping needs. The current securities activities which the Bank and its subsidiaries
provide customers are conducted in conformance with these rules and regulations.

Regulation of Certain Subsidiaries

SVB Asset Management is registered with the SEC under the Investment Advisers Act of 1940, as amended,
and is subject to its rules and regulations. SVB Securities is registered as a broker-dealer with the SEC and is
subject to regulation by the SEC and FINRA. SVB Securities is also a member of the Securities investor Protection
Corporation. As a broker-dealer, it is subject to Rule 15c¢3-1 under the Securities Exchange Act of 1934, as
amended, which is designed to measure the general financial condition and liquidity of a broker-dealer. Under
this rule, SVB Securities is required to maintain the minimum net capital deemed necessary to meet its
continuing commitments to customers and others. Under certain circumstances, this rule could limit the ability
of the Bank to withdraw capital from SVB Securities. The Dodd-Frank Act includes a number of investor related
initiatives, including the creation of a new Investor Advisory Committee and Investor Advocate to advise and
consult with the SEC on investor issues. in addition, the Dodd-Frank Act requires the SEC to conduct a study to
examine the efficacy of the existing system of legal or regulatory standards of care for brokers, dealers,
investment advisors and persons associated therewith and whether gaps, shortcomings or overlaps exist in the
protection of retail/individual investors. The SEC is also required to study whether enhanced examination and
enforcement resources are needed for investment advisers and whether investment advisers should be under
self-regulatory organization oversight.

International Regulation

Our international-based subsidiaries and global activities, including our plans to establish a banking branch
in the United Kingdom, a joint venture bank in China and our non-bank financial company in India, are subject
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to the respective laws and regulations of those countries. This includes those promulgated by the Financial
Services Authority in the United Kingdom, the China Banking Regulatory Commission and the Reserve Bank of
India.

Available Information

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

ITEM 1A. RISK FACTORS

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

Credit Risks

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

Our loan portfolio has a credit profile different from that of most other banking companies. The credit
profile of our clients varies across our loan portfolio, based on the nature of the lending we do for different
market segments. In our portfolios for emerging, early-stage and mid-stage companies, many of our loans are
made to companies with modest or negative cash flows and no established record of profitable operations.
Repayment of these loans may be dependent upon receipt by borrowers of additional equity financing from
venture capitalists or others, or in some cases, a successful sale to a third party, public offering or other form of
liquidity event. Over the past few years, due to the overall weakening of the economic environment, venture
capital financing activity, as well as mergers and acquisitions (“M&A”)} and initial public offerings (“IPOs”) —
activities on which venture capital firms rely to “exit” investments to realize returns, slowed in a meaningful
manner. While there has been some improvement in overall economic conditions since 2008, particularly
during 2010 and 2011, if economic conditions worsen or do not continue to improve, such activities may slow
down even further, which may impact the financial health of our client companies. Venture capital firms may
continue to provide financing in a more selective manner, at lower levels, and/or on less favorable terms, any of
which may have an adverse effect on our borrowers that are otherwise dependent on such financing to repay
their loans to us. Moreover, collateral for many of our loans often includes intellectual property, which is
difficult to value and may not be readily salable in the case of default. Because of the intense competition and
rapid technological change that characterizes the companies in the technology and life science industry sectors,
a borrower’s financial position can deteriorate rapidly.

In our portfolios of corporate technology and other large corporate clients, some of our loans may be
made to companies with greater levels of debt relative to their equity. We have been increasing our efforts to
lend to larger clients, as well as to make larger loans. These larger loans include loans equal to or greater than
$20 million to a single client, which has over time represented an increasingly larger proportion of our total loan
portfolio. Moreover, we have increased the average size of our overall loans. Increasing our loan commitments,
especially larger loans, could increase the impact on us of any single borrower default.
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We may also enter into financing arrangements with our clients, the repayment of which may be
dependent on third parties’ financial condition or ability to meet their payment obligations. For example, we
enter into factoring arrangements which are secured by our clients’ accounts receivable from third parties with
whom they do business. Or, we make loans secured by letters of credit issued by other third party banks, or we
enter into letters of credit discounting arrangements, the repayment of which may be dependent on the
reimbursement by third party banks. These third parties may not meet their financial obligations to our clients
or to us, which could have an adverse impact on us.

In our portfolio of venture capital and private equity firm clients, many of our clients have lines of credit,
the repayment of which is dependent on the payment of capital calls or management fees by the underlying
limited partner investors in the funds managed by these firms. These limited partner investors may face
liquidity issues or have difficulties meeting their financial commitments, especially during unstable economic
times, which may lead to our clients’ inability to meet their repayment obligations to us.

We also lend primarily to venture capital/private equity professionals through our Private Bank. These
individual clients may face difficulties meeting their financial commitments, especially during a challenging
economic environment, and may be unable to repay their loans. We also lend to premium wineries and
vineyards through our SVB Wine group. Repayment of loans made to these clients may be dependent on overall
grape supply (which may be adversely affected by poor weather or other natural conditions) and overall wine
demand and sales, or other sources of financing or income (which may be adversely affected by a challenging
economic environment).

See “Loans” under “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Consolidated Financial Condition” under Item 7 of Part Il of this report.

Based on the credit profile of our overall loan portfolio, our level of nonperforming loans, loan charge-offs
and allowance for loan losses can be volatile and can vary materially from period to period. Increases in our
level of nonperforming loans or loan charge-offs may require us to increase our provision for loan losses in any
period, which could reduce our net income or cause net losses in that period. Additionally, such increases in our
level of nonperforming loans or loan charge-offs may also have an adverse effect on our capital ratios, credit
ratings and market perceptions of us.

Our allowance for loan losses is determined based upon both objective and subjective factors, and may not
be adequate to absorb loan losses.

As a lender, we face the risk that our client borrowers wiil fail to pay their loans when due. If borrower
defaults cause large aggregate losses, it could have a material adverse effect on our business, results of
operations and financial condition. We reserve for such losses by establishing an allowance for loan losses, the
increase of which results in a charge to our earnings as a provision for loan losses. We have established an
evaluation process designed to determine the adequacy of our allowance for loan losses. While this evaluation
process uses historical and other objective information, the classification of loans and the forecasts and
establishment of loan losses are also dependent on our subjective assessment based upon our experience and
judgment. Actual losses are difficult to forecast, especially if such losses stem from factors beyond our historical
experience or are otherwise inconsistent or out of pattern with regards to our credit quality assessments. There
can be no assurance that our allowance for loan losses will be sufficient to absorb future loan losses or prevent
a material adverse effect on our business, financial condition and results of operations.

The borrowing needs of our clients may be unpredictable, especially during a challenging economic
environment. We may not be able to meet our unfunded credit commitments, or adequately reserve for
losses associated with our unfunded credit commitments, which could have a material effect on our business,
financial condition, results of operations and reputation.

A commitment to extend credit is a formal agreement to lend funds to a client as long as there is no
violation of any condition established under the agreement. The actual borrowing needs of our clients under
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these credit commitments have historically been lower than the contractual amount of the commitments. A
significant portion of these commitments expire without being drawn upon. Because of the credit profile of our
clients, we typically have a substantial amount of total unfunded credit commitments, which is reflected off our
balance sheet. Actual borrowing needs of our clients may exceed our expected funding requirements, especially
during a challenging economic environment when our client companies may be more dependent on our credit
commitments due to the lack of available credit elsewhere, the increasing costs of credit, or the limited
availability of financings from more discerning and selective venture capital/private equity firms. In addition,
limited partner investors of our venture capital/private equity fund clients may fail to meet their underlying
investment commitments due to liquidity or other financing issues, which may impact our clients’ borrowing
needs. Any failure to meet our unfunded credit commitments in accordance with the actual borrowing needs of
our clients may have a material adverse effect on our business, financial condition, results of operations and
reputation.

Additionally, we establish a reserve for losses associated with our unfunded credit commitments. The level
of the reserve for unfunded credit commitments is determined by following a methodology similar to that used
to establish our allowance for loan losses in our funded loan portfolio. The reserve is based on credit
commitments outstanding, credit quality of the loan commitments, and management’s estimates and
judgment, and is susceptible to significant changes. There can be no assurance that our reserve for unfunded
credit commitments will be adequate to provide for actual losses associated with our unfunded credit
commitments. An increase in the reserve for unfunded credit commitments in any period may result in a charge
to our earnings, which could reduce our net income or increase net losses in that period.

Market/Liquidity Risks

Our current level of interest rate spread may decline in the future. Any material reduction in our interest rate
spread, or a sustained period of low market interest rates, could have a material effect on our business,
results of operations or financial condition.

A major portion of our net income comes from our interest rate spread, which is the difference between
the interest rates paid by us on amounts used to fund assets and the interest rates and fees we receive on our
interest-earning assets. We fund assets using deposits and other borrowings. While we are increasingly offering
more interest-bearing deposit products, a majority of our deposit balances are from our noninterest bearing
products. Our interest-earning assets include outstanding loans extended to our clients and securities held in
our investment portfolio. Overall, the interest rates we pay on our interest-bearing liabilities and receive on our
interest-earning assets, and our level of interest rate spread, could be affected by a variety of factors, including
changes in market interest rates, competition, regulatory requirements (such as the repeal of the interest
payment restrictions under Regulation Q), and a change over time in the mix of the types of loans, investment
securities, deposits and other liabilities on our balance sheet.

Changes in market interest rates, such as the Federal Funds rate, generally impact our interest rate spread.
While changes in interest rates do not produce equivalent changes in the revenues earned from our interest-
earning assets and the expenses associated with our interest-bearing liabilities, increases in market interest
rates will nevertheless likely cause our interest rate spread to increase. Conversely, if interest rates decline, our
interest rate spread will iikely decline. Sustained low levels of market interest rates could continue to place
downward pressure on our net income levels. Unexpected or further interest rate changes may adversely affect
our business forecasts and expectations. {nterest rates are highly sensitive to many factors beyond our control,
such as inflation, recession, global economic disruptions, unemployment and the fiscal and monetary policies of
the federal government and its agencies.

Any material reduction in our interest rate spread or the continuation of sustained low levels of market
interest rates could have a material adverse effect on our business, results of operations and financial
condition.
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Liquidity risk could impair our ability to fund operations and jeopardize our financial condition.

Liquidity is essential to our business, both at the SVB Financial and the Bank level. We require sufficient
liquidity to meet our expected, as well as unexpected, financial obligations and requirements. Primary liquidity
resources for SVB Financial include dividends from the Bank, its main operating subsidiary, and periodic capital
market transactions offering debt and equity instruments in the public and private markets. Client deposits are
the primary source of liquidity for the Bank. When needed, wholesale borrowing capacity supplements our
liquidity in the form of short- and long-term borrowings secured by our portfolio of high quality investment
securities, long-term capital market debt issuances and, finally, through unsecured overnight funding channels
available to us in the Fed Funds market. An inability to maintain or raise funds through these sources could have
a substantial negative effect, individually or collectively, on SVB Financial and the Bank’s liquidity. Our access to
funding sources in amounts adequate to finance our activities, or on terms attractive to us, could be impaired
by factors that affect us specifically or the financial services industry in general. Factors that could detrimentally
impact our access to liquidity sources include an increase in costs of capital in financial capital markets, a
decrease in the level of our business activity due to a market downturn or adverse regulatory action against us,
or a decrease in depositor or investor confidence in us. Our ability to borrow could also be impaired by factors
that are not specific to us, such as a severe volatility or disruption of the financial markets or negative views and
expectations about the prospects for the financial services industry as a whole. Any failure to manage our
liquidity effectively could have a material adverse effect on our financial condition.

Additionally, our credit ratings are important to our liquidity and our business. A reduction in our credit
ratings could adversely affect our liquidity and competitive position, increase our borrowing costs, and limit our
access to the capital markets. Moreover, a reduction in our credit ratings could increase the interest rates we
pay on deposits, or adversely affect perceptions about our creditworthiness and business, or our overall
reputation.

Equity warrant assets, venture capital and private equity funds and direct equity investment portfolio gains
or losses depend upon the performance of the portfolio investments and the general condition of the public
equity and M&A markets, which are uncertain and may vary materially by period.

In connection with negotiated credit facilities and certain other services, we often obtain equity warrant
assets giving us the right to acquire stock in private, venture-backed companies in the technology and life
science industries. We also make investments through SVB Financial or our SVB Capital family of funds primarily
in venture capital funds and direct investments in companies, many of which are required to be carried at fair
value. The fair value of these warrants and investments are reflected in our financial statements and are
adjusted on a quarterly basis. Fair value changes are generally recorded as unrealized gains or losses through
consolidated net income. The timing and amount of changes in fair value, if any, of these financial instruments
depend upon factors beyond our control, including the performance of the underlying companies, fluctuations
in the market prices of the preferred or common stock of the underlying companies, the timing of our receipt of
relevant financial information, general volatility and interest rate market factors, and legal and contractual
restrictions. The timing and amount of our realization of actual net proceeds, if any, from the disposition of
these financial instruments depend upon factors beyond our control, including investor demand for IPOs, levels
of M&A activity, legal and contractual restrictions on our ability to sell, and the perceived and actual
performance and future value of portfolio companies. Because of the inherent variability of these financial
instruments and the markets in which they are bought and sold, the fair market value of these financial
instruments might increase or decrease materially, and the net proceeds realized upon disposition might be less
than the then-current recorded fair market value.

We cannot predict future realized or unrealized gains or losses, and any such gains or losses are likely to
vary materially from period to period. Additionally, the value of our equity warrant asset portfolio depends on
the underlying value of the issuing companies, which may also vary materially from period to period.
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Public equity offerings and mergers and acquisitions involving our clients or a slowdown in venture capital
investment levels may reduce the borrowing needs of our clients, which could adversely affect our business,
results of operations and financial condition.

While an active market for public equity offerings and mergers and acquisitions generally has positive
implications for our business, one negative consequence is that our clients may pay off or reduce their loans
with us if they complete a public equity offering, are acquired by or merge with another entity or otherwise
receive a significant equity investment. Moreover, our capital call lines of credit are typically utilized by our
venture capital fund clients to make investments prior to receipt of capital called from their respective limited
partners. A slowdown in overall venture capital investment levels may reduce the need for our clients to borrow
from our capital call lines of credit. Any significant reduction in the outstanding amounts of our loans or under
our lines of credit could have a material adverse effect on our business, results of operations and financial
condition.

The soundness of other financial institutions could adversely affect us.

Financial services institutions are interrelated as a result of trading, clearing, counterparty, or other
relationships. We routinely execute transactions with counterparties in the financial services industry, including
brokers and dealers, commercial banks, investment banks, and other institutional clients, which may result in
payment obligations to us or to our clients due to products arranged by us. Many of these transactions expose
us to credit and market risk that may cause our counterparty or client to default. In addition, we are exposed to
market risk when the collateral we hold cannot be realized or is liquidated at prices not sufficient to recover the
full amount of the secured obligation. There is no assurance that any such losses would not materially and
adversely affect our business, results of operations and financial condition.

Operational Risks

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

We rely on key personnel, including a substantial number of employees who have technical expertise in
their subject matter area and/or a strong network of relationships with individuals and institutions in the
markets we serve. In addition, as we expand into new markets internationally, we will need to hire local
personnel within those new markets. If we were to have less success in recruiting and retaining these
employees than our competitors, for reasons including domestic or foreign regulatory restrictions on
compensation practices or the availability of more attractive opportunities elsewhere, our growth and results of
operations could be adversely affected.

Moreover, equity awards are an important component of our compensation program, especially for our
executive officers and other members of senior management. The extent of available equity for such awards is
subject to stockholder approval. If we do not have sufficient shares to grant to existing or new employees, there
could be an adverse affect on our recruiting and retention efforts, which could impact our growth and results of
operations.

The occurrence of fraudulent activity, breaches of our information security or cybersecurity-related incidents
could have a material adverse effect on our business, financial condition and results of operations.

As a financial institution, we are susceptible to fraudulent activity, information security breaches and
cybersecurity-related incidents that may be committed against us or our clients, which may result in financial
losses to us or our clients, misuse of our information or our client information, misappropriation of assets,
privacy breaches against our clients, litigation, or damage to our reputation. Such fraudulent activity may take
many forms, including check fraud, electronic fraud, wire fraud, phishing, social engineering and other
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dishonest acts. Information security breaches and cybersecurity-related incidents may include fraudulent or
unauthorized access to systems used by us or our clients, and malware or other cyber attacks. In recent periods,
there has been a rise in electronic fraudulent activity, security breaches and cyber attacks within the financial
services industry, especially in the commercial banking sector due to cyber criminals targeting commercial bank
accounts. Consistent with industry trends, we have also experienced an increase in attempted electronic
fraudulent activity, security breaches and cybersecurity-related incidents in recent periods.

Information pertaining to us and our clients is maintained, and transactions are executed, on the networks
and systems of us, our clients and certain of our third party partners, such as our online banking or reporting
systems. The secure maintenance and transmission of confidential information, as well as execution of
transactions over these systems, are essential to protect us and our clients against fraud and security breaches
and to maintain our clients’ confidence. Increases in criminal activity levels and sophistication, advances in
computer capabilities, new discoveries, vulnerabilities in third-party technologies (including browsers and
operating systems) or other developments could result in a compromise or breach of the technology, processes
and controls that we use to prevent fraudulent transactions and to protect data about us, our clients and
underlying transactions, as well as the technology used by our clients to access our systems. Although we have
developed systems and processes that are designed to detect and prevent security breaches and cyber attacks
and periodically test our security, failure to mitigate breaches of security could result in losses to us or our
clients, result in a loss of business and/or clients, cause us to incur additional expenses, disrupt our business,
affect our ability to grow our online services or other businesses, subject us to additional regulatory scrutiny, or
expose us to civil litigation and possible financial liability, any of which could have a material adverse effect on
our business, financial condition and results of operations.

More generally, publicized information concerning security and cyber-related problems could inhibit the
use or growth of the Internet as a means of conducting commercial transactions, or cause damage to our
reputation. As a result, our business, financial condition and results of operations could be adversely affected.

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

~In order to serve our target clients effectively, we have developed a comprehensive array of banking and
other products and services. In order to support these products and services, we have developed and purchased
or licensed information technology and other systems and processes. As our business continues to grow, we will
continue to invest in and enhance these systems, and our people and processes. These investments and
enhancements may affect our future profitability and overall effectiveness. From time to time, we may change,
consolidate, replace, add or upgrade existing systems or processes, which if not implemented properly to allow
for an effective transition, may have an adverse effect on our operations, including business interruptions which
may result in inefficiencies, revenue losses, client losses, exposure to fraudulent activities, regulatory
enforcement actions, or damage to our reputation. For example, we are in the process of implementing a new
universal banking system that will replace our current platform, as well as other systems to support specific
business units, including our international operations. We may also outsource certain operational functions to
consultants or other third parties to enhance our overall efficiencies. If we do not implement our systems
effectively or if our outsourcing business partners do not perform their functions properly, there couid be an
adverse effect on us. There can be no assurance that we will be able to effectively maintain or improve our
systems and processes, or utilize outsourced talent, to meet our business needs efficiently. Any failure of such
could adversely affect our operations, financial condition, results of operations, future growth and reputation.

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

Our operations can be subject to natural disasters and other external events beyond our control, such as
earthquakes, fires, severe weather, public health issues, power failures, telecommunication loss, major

accidents, terrorist attacks, acts of war, and other natural and man-made events. Qur corporate headquarters
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and a portion of our critical business offices are located in California near major earthquake faults. Such events
of disaster, whether natural or attributable to human beings, could cause severe destruction, disruption or
interruption to our operations or property. Financial institutions, such as us, generally must resume operations
promptly following any interruption. If we were to suffer a disruption or interruption and were not able to
resume normal operations within a period consistent with industry standards, our business could suffer serious
harm. In addition, depending on the nature and duration of the disruption or interruption, we might be
vulnerable to fraud, additional expense or other losses, or to a loss of business and/or clients. We have
implemented a business continuity management program and we continue to enhance it on an ongoing basis.
There is no assurance that our business continuity management program can adequately mitigate the risks of
such business disruptions and interruptions.

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

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

We rely on third parties, both in the United States and internationally in countries such as India, China,
Israel, and the United Kingdom, in a variety of ways, including to provide key components of our business
infrastructure or to further our business objectives. These third parties may provide services to us and our
clients or serve as partners in business activities. We rely on these third parties to fulfill their obligations to us,
to accurately inform us of relevant information and to conduct their activities professionally and in a manner
that reflects positively on us. Any failure of our business partners, service providers or other third parties to
meet their commitments to us or to perform in accordance with our expectations could result in operational
issues, increased expenditures, damage to our reputation or loss of clients, which could harm our business and
operations, financial performance, strategic growth or reputation.

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

In deciding whether to extend credit or enter into other transactions with customers and counterparties,
we may rely on information furnished to us by or on behalf of customers and counterparties, including financial
statements and other financial information. We also may rely on representations of customers and
counterparties as to the accuracy and completeness of that information and, with respect to financial
statements, on reports of independent auditors. For example, under our accounts receivable financing
arrangements, we rely on information, such as invoices, contracts and other supporting documentation,
provided by our clients and their account debtors to determine the amount of credit to extend. Similarly, in
deciding whether to extend credit, we may rely upon our customers’ representations that their financial
statements conform to U.S. GAAP and present fairly, in all material respects, the financial condition, results of
operations and cash flows of the customer. We also may rely on customer representations and certifications, or
other audit or accountants’ reports, with respect to the business and financial condition of our clients. Our
financial condition, results of operations, financial reporting and reputation could be negatively affected if we
rely on materially misleading, false, inaccurate or fraudulent information.

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

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

Changes in accounting standards could materially impact our financial statements.

From time to time, the Financial Accounting Standards Board (“FASB”) or the SEC may change the financial
accounting and reporting standards that govern the preparation of our financial statements. Also, our global
initiatives, as well as continuing trends towards the convergence of international accounting standards, such as
rules that may be adopted under the International Financial Reporting Standards (“IFRS”), may result in our
Company being subject to new or changing accounting and reporting standards. In addition, the bodies that
interpret the accounting standards (such as banking regulators or outside auditors) may change their
interpretations or positions on how these standards should be applied. These changes may be beyond our
control, can be hard to predict and can materially impact how we record and report our financial condition and
results of operations. In some cases, we could be required to apply a new or revised standard retrospectively, or
apply an existing standard differently, also retrospectively, in each case resulting in our revising or restating
prior period financial statements.

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

If we identify material weaknesses in our internal control over financial reporting or are otherwise required
to restate our financial statements, we could be required to implement expensive and time-consuming
remedial measures and could lose investor confidence in the accuracy and completeness of our financial
reports. We may also face regulatory enforcement or other actions, including the potential delisting of our
securities from Nasdaq Stock Market. This could have an adverse effect on our business, financial condition and
results of operations, including our stock price, and could potentially subject us to litigation.

Legal/Regulatory Risks

We are subject to extensive regulation that could limit or restrict our activities, impose financial
requirements or limitations on the conduct of our business, or result in higher costs to us.

SVB Financial Group, including the Bank, is extensively regulated under federal and state laws and
regulations governing financial institutions, including those imposed by the FDIC, the Federal Reserve, the
newly-established Consumer Financial Protection Bureau (“CFPB”), and the California Department of Financial
Institutions, as well as the international regulatory authorities that govern our global activities. Federal and
state laws and regulations govern, limit or otherwise affect the activities in which we may engage, may affect
our ability to expand our business over time and may result in an increase in our compliance costs, including
higher FDIC insurance premiums. In addition, a change in the applicable statutes, regulations or regulatory
policy could have a material effect on our business, including limiting the types of financial services and
products we may offer or increasing the ability of nonbanks to offer competing financial services and products.
These laws and regulations also require financial institutions, including SVB Financial and the Bank, to maintain
certain minimum levels of capital, which may require us to raise additional capital in the future or affect our
ability to use our capital resources for other business purposes. Moreover, recent government efforts to
strengthen the U.S. financial system have resulted in the imposition of additional regulatory requirements,
including the adoption of the Dodd-Frank Act. These laws and regulations will impose more regulatory
requirements on us, including new capital requirements, and may also increase our costs. For example, the
Dodd-Frank Act repealed the interest payment restrictions on demand deposit accounts under Regulation Q,
which could result in a material increase in our deposit costs. In addition, the Dodd-Frank Act established the
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CFPB, which will promulgate rules and regulations that will effect how we operate our business and the
environment in which we operate. The Dodd-Frank Act also restricts banks’ investments in, and sponsorship of,
private equity and hedge funds, which could, over time, require us to make changes to the way we sponsor and
invest in funds. Furthermore, the Bank for International Settlement’s Basel Committee on Banking Supervision
recently adopted new capital, leverage and liquidity guidelines under the Basel Accord which, when
implemented in the United States, may have the effect of raising our capital requirements beyond those
required by current law and the Dodd-Frank Act. Increased regulatory requirements (and the associated
compliance costs), whether due to the adoption of new laws and regulations, changes in existing laws and
regulations, or more expansive or aggressive interpretations of existing laws and regulations, may have a
material adverse effect on our business, financial condition and results of operations. See generally “Business —
Supervision and Regulation” under item 1 of Part | of this report.

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

International, federal and state banking regulators possess broad powers to take supervisory or
enforcement action with respect to financial institutions. Other regulatory bodies, including the SEC, the
Nasdaq Stock Market, FINRA, and state securities regulators, regulate broker-dealers, including our subsidiary,
SVB Securities. If SVB Financial Group were to violate, even if unintentionally or inadvertently, the laws
governing public companies, financial institutions and broker-dealers, the regulatory authorities could take
various actions against us, depending on the severity of the violation, such as imposing restrictions on how we
conduct our business, revoking necessary licenses or authorizations, imposing censures, civil money penalties or
fines, issuing cease and desist or other supervisory orders, and suspending or expelling from the securities
business a firm, its officers or employees. Supervisory actions could result in higher capital requirements, higher
insurance premiums, higher levels of liquidity available to meet the Bank’s financial needs and limitations on
the activities of SVB Financial Group. These remedies and supervisory actions could have a material adverse
effect on our business, financial condition, results of operations and reputation.

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

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

Strategic/Reputation Risks
Concentration of risk increases the potential for significant losses.

Concentration of risk increases the potential for significant losses in our business while there may exist a
great deal of diversity within each industry, our clients are concentrated by these general industry niches:
technology, life science, venture capital/private equity and premium wine. Many of our client companies are
concentrated by certain stages within their life cycles, such as early-stage or mid-stage, and many of these
companies are venture capital-backed. Our loan concentrations are derived from our borrowers engaging in
similar activities or types of loans extended to a diverse group of borrowers that could cause those borrowers to
be similarly impacted by economic or other conditions. Any adverse effect on any of our areas of concentration
could have a material impact on our business, results of operations and financial condition. Due to our

25



concentrations, we may suffer losses even when economic and market conditions are generally favorable for
our competitors.

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

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

Among the factors that have affected and could in the future affect the amount of capital available to our
portfolio companies are the receptivity of the capital markets, the prevalence of IPO’s or M&A activity of
companies within our technology and life science industry sectors, the availability and return on alternative
investments, economic conditions in the technology, life science and venture capital/private equity industries,
and overall general economic conditions. Reduced capital markets valuations could reduce the amount of
capital available to our client companies, including companies within our technology and life science industry
sectors.

Because our business and strategy are largely based on this venture capital/private equity financing
framework focused on our particular client niches, any material changes in the framework, including
unfavorable economic conditions and adverse trends in investment or fundraising levels, may have a materially
adverse effect on our business, strategy and overall profitability.

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

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

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

Our success depends, in part, upon our ability to adapt our products and services to evolving industry
standards and to meet the needs of existing and potential future clients. A failure to achieve market acceptance

for any new products we introduce, a failure to introduce products that the market may demand, or the costs
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associated with developing, introducing and providing new products and services could have an adverse effect
on our business, results of operations, growth prospects and financial condition.

We face risks in connection with our strategic undertakings.

We are engaged, and may in the future engage, in strategic activities domestically or internationally,
including acquisitions, joint ventures, partnerships, investments or other business growth initiatives or
undertakings. There can be no assurance that we will successfully identify appropriate opportunities, that we
will be able to negotiate or finance such activities or that such activities, if undertaken, will be successful.

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

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

We face risks associated with international operations.

One important component of our strategy is to expand internationally. To date, we have opened offices in
China, India, Israel and the United Kingdom. We plan to expand our operations in those locations. To date, we
have applied for a banking license in the United Kingdom and have begun to form a joint venture bank in China.
We may expand our business beyond these countries. Our efforts to expand our business internationally carry
with them certain risks, including risks arising from the uncertainty regarding our ability to generate revenues
from foreign operations, risks associated with leveraging and doing business with local business partners and
other general operational risks. In addition, there are certain risks inherent in doing business on an international
basis, including, among others, legal, regulatory and tax requirements and restrictions, uncertainties regarding
liability, tariffs and other trade barriers, difficulties in staffing and managing foreign operations, incremental
requirement of management’s attention and resources, differing technology standards or customer
requirements, cultural differences, political and economic risks, and financial risks, including currency and
payment risks. These risks could adversely affect the success of our international operations and could have a
material adverse effect on our overall business, results of operations and financial condition. In addition, we
face risks that our employees may fail to comply with applicable laws and regulations governing our
international operations, including the U.S. Foreign Corrupt Practices Act, U.K. Anti-Bribery Act and foreign laws
and regulations, which could have a material adverse effect on us.

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

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

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

Our corporate headquarters facility consists of three buildings and is located at 3003 Tasman Drive, Santa
Clara, California. The total square footage of the premises leased under the current lease arrangement is
approximately 213,625 square feet. The lease will expire on September 30, 2014, unless terminated earlier or
extended.

We currently operate 26 regional offices, including an administrative office, in the United States as well as
offices outside the United States. We operate throughout the Silicon Valley with offices in Santa Clara, Menlo
Park and Palo Alto. Other regional offices in California include Irvine, Sherman QOaks, San Diego, San Francisco,
St. Helena, Santa Rosa and Pleasanton. Office locations outside of California but within the United States
include: Tempe, Arizona; Broomfield, Colorado; Atlanta, Georgia; Chicago, !llinois; Newton, Massachusetts;
St. Louis Park, Minnesota; New York, New York; Morrisville, North Carolina; Beaverton, Oregon; Radnor,
Pennsylvania; Austin, Texas; Dallas, Texas; Salt Lake City, Utah; Vienna, Virginia; and Seattle, Washington. Our
international offices are located in: Beijing, Shanghai and Hong Kong, China; Bangalore and Mumbai, India;
Herzliya Pituach, Israel; and London, England. All of our properties are occupied under leases, which expire at
various dates through 2021, and in most instances include options to renew or extend at market rates and
terms. We also own leasehold improvements, equipment, furniture, and fixtures at our offices, all of which are
used in our business activities.

Our Global Commercial Bank operations are principally conducted out of our corporate headquarters in
Santa Clara, and the lending teams operate out of the various regional and international offices. SVB Capital
principally operates out of our office in Palo Alto. SVB Private Bank principally operates out of our Palo Alto
office.

We believe that our properties are in good condition and suitable for the conduct of our business.

Item 3. Legal Proceedings

The information set forth under Note 23—“Legal Matters” in the “Notes to the Consolidated Financial
Statements” under Part Il, ltem 8 in this report is incorporated herein by reference.

item 4. Mine Safety Disclosures

Not applicable.
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PART Il

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

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

range of high and low sale prices for our common stock as reported on the NASDAQ Globa! Select Market, for
each full quarterly period over the years ended December 31, 2011 and 2010, was as follows:

2011 2010
Three months ended: Low High Low High
March 31 ..o $51.47 $57.99 $39.50 $48.71
JUNE 30 L e e 55.27 60.73 40.78 52.28
September 30 .. ... e 35.70 63.40 36.72 46.17
December 31 . ... e 33.15 49.15 41.48 55.70

Holders

As of February 7, 2012, there were 893 registered holders of our stock, and we believe there were
approximately 15,822 beneficial holders of common stock whose shares were held in the name of brokerage
firms or other financial institutions. We are not provided with the number or identities of all of these
stockholders, but we have estimated the number of such stockholders from the number of stockholder
documents requested by these brokerage firms for distribution to their customers.

Dividends

SVB Financial has not paid cash dividends on its common stock since 1992. Currently, we have no plans to
pay cash dividends on our common stock. Our Board of Directors may periodically evaluate whether to pay cash
dividends, taking into consideration such factors as it considers relevant, including our current and projected
financial performance, our projected sources and uses of capital, general economic conditions, considerations
relating to our current and potential stockholder base, and relevant tax laws. Our ability to pay cash dividends is
also limited by generally applicable corporate and banking laws and regulations. See “Business—Supervision
and Regulation—Restrictions on Dividends” under Part |, Item 1 of this report, and Note 19—“Regulatory
Matters” of the “Notes to the Consolidated Financial Statements” under Part Il, Item 8 in this report for
additional discussion on restrictions and limitations on the payment of dividends imposed on us by government
regulations.

Securities Authorized for Issuance Under Equity Compensation Plans

The information required by this Item regarding equity compensation plans is incorporated by reference to
the information set forth in Part Ill, tem 12 of this report.

Stock Repurchases and Preferred Stock

SVB Financial did not repurchase any of its common stock during 2011. As of December 31, 2011, SVB
Financial had no preferred stock outstanding.

Recent Sales of Unregistered Securities and Use of Proceeds
None.
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Performance Graph

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

The following graph compares, for the period from December 31, 2006 through December 31, 2011, the
cumulative total stockholder return on the common stock of the Company with (i) the cumulative total return of
the Standard and Poor’s 500 (“S&P 500”) Index, (ii) the cumulative total return of the NASDAQ Composite index,
and (iii) the cumulative total return of the NASDAQ Bank Index. The graph assumes an initial investment of $100
and reinvestment of dividends. The graph is not necessarily indicative of future stock price performance.

Comparison of 5 Year Cumulative Total Return*

Among SVB Financial Group, the S&P 500
Index, the NASDAQ Composite Index, and the NASDAQ Bank Index
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* $100 invested on 12/31/06 in stock & index-including reinvestment of dividends.
Fiscal year ending December 31.

Copyright ©2012 S&P, a division of The McGraw-Hill Companies, Inc. All rights reserved.

December 31,

2006 2007 2008 2009 2010 2011
SVBFinancial Group ...................... $100.00 $108.11 $56.26 $89.36 $113.79 $102.30
S&PS00 ... 100.00 105.49 66.46  84.05 96.71 98.75
NASDAQ Composite ...................... 100.00 110.26  65.65 95.19 112.10 110.81
NASDAQBank .............cviiiennin... 100.00 76.94 6414  53.93 61.47 54.83
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Item 6. Selected Consolidated Financial Data

The following selected consolidated financial data should be read in conjunction with our consolidated
financial statements and supplementary data as presented under Part |l, tem 8 of this report. Information as of
and for the years ended December 31, 2011, 2010, and 2009 is derived from audited financial statements
presented separately herein, while information as of and for the years ended December 31, 2008 and 2007 is
derived from audited financial statements not presented separately within.

Year ended December 31,

{Dollars in thousands, except per share data and ratios) 2011 2010 2009 2008 2007
Income statement summary:
Netinterestincome .............cooiiiuiieennininnnnn... $ 526277 S 418,135 $ 382150 $ 368,595 § 375,842
Provision forloanlosses ................... i, (6,101) (44,628) (90,180) (100,713) (16,836)
Noninterestincome .............. .., 382,332 247,530 97,743 152,365 220,969
Noninterest expense excluding impairment of goodwill ....... {500,628) (422,818) (339,774) (312,887} (329,265)
Impairment of goodwill ......... ... ... ... ... ... ... ..., — - (4,092) — {17,204)
Income before income taxexpense ....................... 401,880 198,219 45,847 107,360 233,506
INCOMeE taXx XPENSE .. ..o vt ittt ittt et (119,087) (61,402) (35,207) (52,213) (84,581)
Net income before noncontrolling interests ................ 282,793 136,817 10,640 55,147 148,925
Net (income) loss attributable to noncontrolling interests . . ... (110,891) (41,866) 37,370 19,139 (28,596)
Net income attributable toSVBFG ........................ S 171,902 S 94,951 $ 48,010 S 74,286 S 120,329
Preferred stock dividend and discount accretion ............ - - (25,336) (707) —
Net income available to common stockholders .............. S 171,902 $ 94,951 S 22,674 S 73,579 S 120,329
Common share summary:
Earnings per common share—basic . ................c..... S 400 $ 227 S 067 S 227 S 3.54
Earnings per common share—diluted ..................... 3.94 2.24 0.66 2.16 3.28
Book value percommonshare .................... ... ... 36.07 30.15 27.30 23.40 20.70
Weighted average shares outstanding—basic ............... 43,004 41,774 33,901 32,425 33,950
Weighted average shares outstanding—diluted ............. 43,637 42,478 34,183 34,015 36,738
Year-end balance sheet summary:
Investment Securities ...t $11,540,486 S 8,639,487 S 4,491,719 $ 1,784,397 $1,602,574
Loans, net of unearnedincome .......................... 6,970,082 5,521,737 4,548,094 5,506,253 4,151,730
Total @ssets « o ii it 19,968,894 17,527,761 12,841,399 10,018,280 6,692,171
DePOSItS ... e e 16,709,536 14,336,941 10,331,937 7,473,472 4,611,203
Short-termborrowings ......... .. ... ... .. e, — 37,245 38,755 62,120 90,000
Long-termdebt ...... ... ... ... .. 603,648 1,209,260 856,650 995,423 873,241
SVBFG stockholders’ equity ............................. 1,569,392 1,274,350 1,128,343 991,356 676,369
Average balance sheet summary:
Available-for-sale securities ................. ... ... ...... $ 9,350,381 $ 5,347,327 S 2,282,331 $ 1,338,516 $1,364,461
Loans, net of unearnedincome . .............. ... ... .... 5,815,071 4,435,911 4,699,696 4,633,048 3,522,326
Total assets ... ..ot e 18,670,499 14,858,236 11,326,341 7,418,303 6,019,974
DepositS ... e 15,568,801 12,028,327 8,794,099 4,896,324 3,962,260
Short-term borrowings ..o 16,994 49,972 46,133 304,896 320,129
Long-termdebt ....... .. ... . .. 796,823 968,378 923,854 980,694 664,581
SVBFG stockholders’ equity ............................. 1,448,398 1,230,569 1,063,175 720,851 669,190
Capital ratios:
Total risk-based capitalratio ............................ 13.95% 17.35% 19.94% 17.58% 16.02%
Tier 1 risk-based capitalratio ............................ 12.62 13.63 15.45 12.51 11.07
Tierlleverageratio ............ccoiuiiiiinennenanen... 7.92 7.96 9.53 13.00 11.91
Tangible common equity to tangible assets{1) .............. 7.86 7.27 8.78 7.64 10.03
Tangible common equity to risk-weighted assets {1} .......... 13.25 13.54 15.05 9.31 10.28
Bank tier 1 leverageratio ............. ... . il 6.87 6.82 7.67 9.20 10.19
Average SVBFG stockholders’ equity to average assets .. ...... 7.76 8.28 9.39 9.72 11.12
Selected financial results:
Returnonaverageassets ............. ..., 0.92% 0.64% 0.42% 1.00% 2.00%
Return on average common SVBFG stockholders’ equity . ... .. 11.87 7.72 2.68 10.38 17.98
Netinterestmargin............... ... ... .. 3.08 3.08 3.73 5.72 7.19
Gross loan charge-offs to average total grossloans .......... 0.41 1.15 3.03 1.02 0.55
Net loan (recoveries) charge-offs to average total gross loans . . {0.02) 0.77 2.64 0.87 0.35
Nonperforming assets as a percentage of total assets ........ 0.18 0.23 0.41 0.88 0.14
Allowance for loan losses as a percentage of total gross

l0aNS o 1.28 1.48 1.58 1.93 1.13

(1) See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Capital Resources—Capital Ratios”
under Part Ii, Item 7 in this report for a reconciliation of non-GAAP tangible common equity to tangible assets and tangible common

equity to risk-weighted assets.
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ltem 7. Management’s Discussion and Analysis of Financial Condition and Resuits of Operations

The following discussion and analysis of our financial condition and results of operations contains forward-
looking statements. These statements are based on current expectations and assumptions, which are subject to
risks and uncertainties. See our cautionary language at the beginning of this report under “Forward Looking
Statements”. Actual results could differ materially because of various factors, including but not limited to those
discussed in “Risk Factors,” under Part |, Item 1A.

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our audited consolidated financial statements and supplementary data as presented in ltem 8
of this report. Certain reclassifications have been made to prior years’ resuits to conform to the current period’s
presentations. Such reclassifications had no effect on our results of operations or stockholders’ equity.

Overview of Company Operations

SVB Financial is a diversified financial services company, as well as a bank holding company and financial
holding company. SVB Financial was incorporated in the state of Delaware in March 1999. Through our various
subsidiaries and divisions, we offer a variety of banking and financial products and services. For nearly 30 years,
we have been dedicated to helping entrepreneurs succeed, especially in the technology, life science, venture
capital/private equity and premium wine industries. We provide our clients of all sizes and stages with a diverse
set of products and services to support them through all stages of their life cycles.

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

Management’s Overview of 2011 Financial Performance

Overall we experienced an outstanding 2011 year in which we achieved several Company record high
milestones. We had record net income available to common stockholders of $171.9 million and record diluted
earnings per common share of $3.94. In 2011, compared to 2010, we experienced growth in our interest-
earning assets as a result of strong loan growth, continued growth of client deposits and the addition of new
clients. As a result, we recognized record net interest income from growth in average loan balances and the
investment of excess deposits into available-for-sale securities. In addition to higher net interest income, we
saw continued strong overall credit quality, resulting in a lower provision for 2011. We also recognized higher
noninterest income, primarily due to sales of available-for-sale securities and increased gains from equity
warrant assets and our managed funds due to increased initial public offering (“IPO”} and merger and
acquisition {“M&A") activity, as well as from higher valuations due to improved market conditions. Additionally,
our overall capital and liquidity continued to remain strong.

2011 results (compared to 2010, where applicable) refiected strong performance across all areas of our
businesses and included:

s  Strong growth in our lending business with record high average loan balances of $5.8 billion, an
increase of $1.4 billion, or 31.1 percent, from 2010. This growth was driven by our ongoing strategy of
growing our larger, later stage client portfolio.

*  Average deposit balances of $15.6 billion, an increase of $3.5 billion, or 29.4 percent, from 2010.

¢ Anincrease in net interest income (fully taxable equivalent basis) of $108.0 million, or 25.7 percent,
primarily due to an increase in interest income from loans due to growth in average balances, as well
as an increase in interest income from our available-for-sale securities as a result of investing our
excess cash from deposit growth. These increases were partially offset by lower investment vyields
available on new purchases of securities in the current rate environment, as well as lower overall
yields on our loan portfolio.
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Strong overall credit quality, as reflected by a decrease in our allowance for loan losses as a
percentage of gross loans to 1.28 percent at December 31, 2011, compared to 1.48 percent at
December 31, 2010. Additionally, we had net recoveries of $1.2 million in 2011, compared to net
charge-offs of $34.5 million in 2010. Our provision for loan losses of $6.1 million in 2011 was primarily
due to an increase in the allowance from the increase in period-end loan balances, partially offset by a
decrease in the allowance for our performing loans.

Core fee income (foreign exchange fees, deposit service charges, credit card fees, client investment
fees and letters of credit and standby letters of credit income) increased by $9.5 million, or 8.7
percent, to $118.5 million, compared to $109.0 million in 2010. This increase reflects increased client
activity and continued growth in our business.

An increase in net gains on investment securities to $195.0 million, compared to net gains of $93.4
million in 2010, primarily due to increased valuations and liquidity events from internet and social
networking companies. Non-GAAP net gains on investment securities, net of noncontrolling interests
and excluding gains on sales of certain available-for-sale securities were $32.7 million in 2011,
compared to $16.1 million in 2010. See “Results of Operations—Gains (Losses) on Investment
Securities, Net” for a reconciliation of non-GAAP net gains on investment securities.

An increase in net gains on equity warrant assets to $37.4 million, compared to net gains of $6.6
million in 2010. The net gains of $37.4 million in 2011 reflect increased IPO and M&A activity within
the technology industry.

An increase of $77.8 million in noninterest expense to $500.6 million, primarily reflecting higher
incentive compensation costs based on our strong performance in 2011, as well as increased expenses
to support continued growth in our business through increased headcount and ongoing initiatives.
Overall, our liquidity remained strong based on our period end available-for-sale securities portfolio of
$10.5 billion at December 31, 2011, compared to $7.9 billion at December 31, 2010. The increase
provided additional liquidity resources through current expected cash flow and through the ability to
secure wholesale borrowings, if needed.

Overall, SVB Financial and the Bank continued to maintain strong capital positions. The Bank’s Tier 1
leverage ratio increased by 5 basis points to 6.87 percent at December 31, 2011, compared to 6.82
percent at December 31, 2010. The increase in the Bank’s Tier 1 leverage capital ratio was primarily
the result of strong earnings, partially offset by growth of average deposits.
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A summary of our performance in 2011 compared to 2010 is as follows:

Year ended December 31,

(In thousands, except per share data and ratios) 2011 2010 % change
Income statement:
Diluted earningspershare . ..........iiiiiniiiiiinneennn. S 394 S 2.24 75.9%
Net income available to common stockholders .................. 171,902 94,951 81.0
Netinterestincome ...... ... .ttt 526,277 418,135 25.9
Netinterest margin ...t iini it iiei i 3.08% 3.08% -
Provision for l0an 10sses . ........ciiiii ittt 6,101 44,628 (86.3)
Noninterest inCome ...ttt i i i it 382,332 247,530 54.5
Noninterest eXpense . ......ciiiiit ittt e e 500,628 422,818 18.4
Non-GAAP net income available to common stockholders (1) ....... 147,515 80,082 84.2
Non-GAAP diluted earnings per commonshare(1) ............... 3.38 1.89 78.8
Non-GAAP noninterest income, net of noncontrolling interest and

excluding gains on sales of available-for-sale securities (2) ....... 222,682 168,645 32.0
Non-GAAP noninterest expense, net of noncontrolling interest and

excluding net gains from debt repurchases (3) ................. 492,184 410,470 19.9
Balance sheet:
Average loans, net of unearnedincome ........................ $ 5,815,071 S 4,435,911 31.1%
Average noninterest-bearing deposits ............... ... .. ... 10,237,844 7,216,968 41.9
Average interest-bearing deposits .. .. ... ... . oL, 5,330,957 4,811,359 10.8
Averagetotaldeposits . ........c. it e e 15,568,801 12,028,327 29.4
Earnings ratios:
Returnonaverageassets (4) . .........vtiiin i, 0.92% 0.64% 43.8%
Return on average common SVBFG stockholders’ equity (5) ........ 11.87 7.72 53.8
Asset quality ratios
Allowance for loan losses as a percentage of total period end gross

l0aNs .. e 1.28% 1.48% (20)bps
Gross loan charge-offs as a percentage of average total gross

J0aNS . e e e 0.41 1.15 (74)bps
Net loan (recoveries) charge-offs as a percentage of average total

BrosS l0ans ... i s (0.02) 0.77 (79)bps
Other ratios:
Operating efficiency ratio(6) .. ... ... 54.98% 63.32% (13.2)%
Non-GAAP operating efficiencyratio(3) ........................ 65.56 69.71 (6.0)
Tangible common equity to tangibleassets (7). .................. 7.86 7.27 8.1
Tangible common equity to risk-weighted assets (7) .............. 13.25 13.54 (2.1)
Book value percommonshare (8) ............ ... .. ... i, 36.07 30.15 19.6
Other statistics:
Average SVB prime lendingrate ............... ... ... ..., 4.00% 4.00% —
Average full-time equivalentemployees . ....................... 1,451 1,305 11.2
Period end full-time equivalentemployees ..................... 1,526 1,357 12,5

(1) To supplement our consolidated financial statements presented in accordance with generally accepted
accounting principles in the United States (“GAAP”), we use certain non-GAAP measures. See “Non-GAAP
Net Income and Non-GAAP Diluted Earnings Per Common Share” below for a reconciliation of these

measures.

(2) See “Results of Operations—Noninterest Income” for a description and reconciliation of non-GAAP

noninterest income.
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(3)

(4)
(5)

(6)
7)
(8)

See “Results of Operations—Noninterest Expense” for a description and reconciliation of the non-GAAP
noninterest expense and non-GAAP operating efficiency ratio.

Ratio represents consolidated net income attributable to SVBFG divided by average assets.

Ratio represents consolidated net income available to common stockholders divided by average SVB
Financial Group (“SVBFG”) stockholders’ equity.

The operating efficiency ratio is calculated by dividing total noninterest expense by total taxable equivalent
net interest income plus noninterest income.

See “Capital Resources—Capital Ratios” for a reconciliation of non-GAAP tangible common equity to
tangible assets and tangible common equity to risk-weighted assets.

Book value per common share is calculated by dividing total SVBFG stockholders’ equity by total
outstanding common shares at period end.

Non-GAAP Net Income and Non-GAAP Diluted Earnings Per Common Share

We use and report non-GAAP net income and non-GAAP diluted earnings per common share, which

excludes (when applicable) gains from the sale of certain available-for-sale securities, as well as net gains from
debt repurchases and termination of corresponding interest rate swaps. We believe these non-GAAP financial
measures, when taken together with the corresponding GAAP financial measures, provide meaningful
supplemental information regarding our performance by excluding certain items that do not occur every
reporting period. Our management uses, and believes that investors benefit from referring to, these non-GAAP
financial measures in assessing our operating results and related trends, and when planning, forecasting and
analyzing future periods. However, these non-GAAP financial measures should be considered in addition to, not
as a substitute for or preferable to, financial measures prepared in accordance with GAAP.
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A reconciliation of GAAP to non-GAAP net income available to common stockholders and non-GAAP
diluted earnings per common share for 2011 and 2010 is as follows:

Year ended December 31,

{Dollars in thousands, except share amounts) 2011 2010
Net income available to common stockholders ................ ... ... ..., $ 171,902 $ 94,951
Less: gains on sales of available-for-sale securities (1) . . .. .................... (37,314) (24,699)
Tax impact of gains on sales of available-for-sale securities ................... 14,810 9,830
Less: net gain from note repurchases and termination of corresponding interest

FAEE SWAPS (2) oo vttt e i e (3,123) -
Tax impact of net gain from note repurchases and termination of corresponding

INTErest rate SWaPS . .. oottt it e e e e e 1,240 —
Non-GAAP net income available to common stockholders .................... $ 147,515 S 80,082
GAAP earnings per common share—diluted ............. ... ... ... o $ 394 § 2.24
Impact of gains on sales of available-for-sale securities (1) .................... (0.86) {0.58)
Tax impact of gains on sales of available-for-sale securities ................... 0.34 0.23
Impact of net gain from note repurchases and termination of corresponding

iNterest rate sWaps (2) . ..o vviiii i i i e e e (0.07) -
Tax impact of net gain from note repurchases and termination of corresponding

INTEreSt FatE SWAPS ..o ittt ittt et ittt it et e i 0.03 -
Non-GAAP earnings per common share—diluted ........................... S 338 S 1.89
Weighted average diluted common shares outstanding ...................... 43,636,871 42,478,340

(1) Gain on the sales of $1.4 billion and $650.8 million of certain available-for-sale securities in 2011 and 2010,
respectively.

(2) Net gains of $3.1 million from the repurchase of $108.6 million of our 5.70% Senior Notes and $204.0
million of our 6.05% Subordinated Notes and the termination of the corresponding portions of interest rate
swaps in 2011.

Critical Accounting Policies and Estimates

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

Our critical accounting policies include those that address the adequacy of the aliowance for loan losses
and reserve for unfunded credit commitments, measurements of fair value, the valuation of non-marketable
securities and the recognition and measurement of income tax assets and liabilities. Our senior management
has discussed and reviewed the development, selection, application and disclosure of these critical accounting
policies with the Audit Committee of our Board of Directors.

Allowance for Loan Losses and Reserve for Unfunded Credit Commitments

Aliowance for Loan Losses

The allowance for loan losses is management’s estimate of credit losses inherent in the loan portfolio at
the balance sheet date. We consider our accounting policy for the allowance for loan losses to be critical as
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estimation of the allowance involves material estimates by our us and is particularly susceptible to significant
changes in the near term. Determining the allowance for loan losses requires us to make forecasts that are
highly uncertain and require a high degree of judgment. Our loan loss reserve methodology is applied to our
loan portfolio and we maintain the allowance for loan losses at levels that we believe are appropriate to absorb
estimated probable losses inherent in our loan portfolio.

Our allowance for loan losses is established for loan losses that are probable but not yet realized. The
process of anticipating loan losses is imprecise. We apply a systematic process for the evaluation of individual
loans and pools of loans for inherent risk of loan losses. On a quarterly basis, each ioan in our portfolio is
assigned a credit risk rating through an evaluation process, which includes consideration of such factors as
payment status, the financial condition of the borrower, borrower compliance with loan covenants, underlying
collateral values, potential loan concentrations, and general economic conditions.

The allowance for loan losses is based on a formula allocation for similarly risk-rated loans by client
industry sector and individually for impaired loans. Our formula allocation is determined on a quarterly basis by
utilizing a historical loan loss migration model, which is a statistical model used to estimate an appropriate
allowance for outstanding loan balances by calculating the likelihood of a loan being charged-off based on its
credit risk rating using historical loan performance data from our portfolio. The historical loan loss migration
statistical model considers: (i) our quarterly historical loss experience since the year 2000, both by risk-rating
category and client industry sector, and (ii) our quarterly loss experience for the one-, three-, and five-year
periods preceding the applicable reporting period. The resulting ioan loss factors for each risk-rating category
and client industry sector are ultimately applied to the respective period-end client loan balances for each
corresponding risk-rating category by client industry sector to provide an estimation of the allowance for loan
losses.

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

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

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

e Changes in the nature of our loan portfolio;

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

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

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

e Reserve floor for portfolio segments that would not draw a minimum reserve based on the lack of
historical loan loss experience;

e Reserve for large funded loan exposure; and

e Other factors as determined by management from time to time.

A committee comprised of senior management evaluates the adequacy of the allowance for loan losses.

Reserve for Unfunded Credit Commitments

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

Fair Value Measurements

We use fair value measurements to record fair value adjustments to certain financial instruments and to
determine fair value disclosures. Qur available-for-sale securities, derivative instruments, marketable securities
and certain non-marketable securities are financial instruments recorded at fair value on a recurring basis. We
disclose our method and approach for fair value measurements of assets and liabilities in Note 2—“Summary of
Significant Accounting Policies” of the “Notes to Consolidated Financial Statements” under Part I, item 8 in this
report.

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (the
“exit price”) in an orderly transaction between market participants at the measurement date. Accounting
Standards Codification (“ASC”) 820, Fair Value Measurements and Disclosures, establishes a three-level
hierarchy for disclosure of assets and liabilities recorded at fair value. The classification of assets and liabilities
within the hierarchy is based on whether the significant inputs to the valuation methodology used for
measurement are observable or unobservable and the significance of the level of the input to the entire
measurement. Observable inputs reflect market-derived or market-based information obtained from
independent sources, while unobservable inputs reflect our estimates about market data. The three levels for
measuring fair value are defined in Note 2—“Summary of Significant Accounting Policies” of the “Notes to
Consolidated Financial Statements” under Part li, Item 8 in this report.

It is our practice to maximize the use of observable inputs and minimize the use of unobservable inputs
when developing fair value measurements. When available, we use quoted market prices to measure fair value.
If market prices are not available, fair value measurement is based upon valuation techniques that use relevant
inputs derived from primarily market-based or independently-sourced market parameters, including interest
rate yield curves, prepayment speeds, option volatilities and currency rates. Substantially all of our financial
instruments use either of the foregoing methodologies, collectively Level 1 and Level 2 measurements, to
determine fair value adjustments recorded to our financial statements. However, in certain cases, when market
observable inputs for valuation techniques may not be readily available, we are required to make judgments
about assumptions market participants would use in estimating the fair value of the financial instrument, and
the significance of those inputs in the entire measurement.

The degree of management judgment involved in determining the fair value of a financial instrument is
dependent upon the availability of quoted market prices or observable market parameters. For financial
instruments that trade actively and have quoted market prices or observable market parameters, there is
minimal subjectivity involved in measuring fair value. When observable market prices and parameters are not
fully available, management judgment is necessary to estimate fair value. For inactive markets, there is little
information, if any, to evaluate if individual transactions are orderly. Accordingly, we are required to estimate,
based upon all available facts and circumstances, the degree to which orderly transactions are occurring and
provide more weighting to price quotes that are based upon orderly transactions. In addition, changes in the
market conditions may reduce the availability of quoted prices or observable data. For example, reduced
liquidity in the capital markets or changes in secondary market activities could result in observable market
inputs becoming unavailable. Therefore, when market data is not available, we use valuation techniques
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requiring more management judgment to estimate the appropriate fair value measurement. Accordingly, the
degree of judgment exercised by management in determining fair value is greater for financial assets and
liabilities categorized as Level 3. Our valuation processes include a number of key controls that are designed to
ensure that fair value is measured appropriately.

The following table summarizes our financial assets and liabilities that are measured at fair value on a
recurring basis as of December 31, 2011 and 2010:

December 31,

2011 2010
(Dollars in thousands) Total Balance Level 3 Total Balance Level 3
Assets carried atfairvalue ....................... $ 11,372,081 5$799,962 $ 8,546,528 $547,608
As a percentage of totalassets ................... 56.9% 4.0% 48.8% 3.1%
Liabilities carried at fairvalue .................... S 16,868 S — S 10,267 S —
As a percentage of total liabilities ................. 0.1% —% 0.1% —%

Level 1 and 2 Level3 Levelland2 Level 3

Percentage of assets measured at fair value ......... 93.0% 7.0% 93.6% 6.4%

As of December 31, 2011, our available-for-sale securities portfolio, consisting of agency-issued mortgage-
backed securities, agency-issued collateralized mortgage obligations, U.S. agency debentures, U.S. treasury
securities and municipal bonds and notes, represented $10.5 billion, or 92.6 percent of our portfolio of assets
measured at fair value on a recurring basis, compared to $7.9 billion, or 92.6 percent, as of December 31, 2010.
These instruments were classified as Level 2 because their valuations were based on indicative prices
corroborated by observable market quotes or valuation techniques with all significant inputs derived from or
corroborated by observable market data. The fair value of our available-for-sale securities portfolio is sensitive
to changes in levels of market interest rates and market perceptions of credit quality of the underlying
securities. Market valuations and impairment analyses on assets in the available-for-sale securities portfolio are
reviewed and monitored on a quarterly basis. Assets valued using Level 2 measurements aiso include equity
warrant assets in shares of public company capital stock, marketable securities, interest rate swaps, foreign
exchange forward and option contracts, loan conversion options and client interest rate derivatives.

To the extent available-for-sale securities are used to secure borrowings, changes in the fair value of those
securities could have an impact on the total amount of secured financing available. We pledge securities to the
Federal Home Loan Bank of San Francisco and the discount window at the Federal Reserve Bank. The market
value of collateral pledged to the Federal Home Loan Bank of San Francisco {comprised entirely of U.S. agency
debentures) at December 31, 2011 totaled $1.5 billion, all of which was unused and available to support
additional borrowings. The market value of collateral pledged at the discount window of the Federal Reserve
Bank in accordance with our liquidity risk management practices at December 31, 2011 totaled $100.5 million,
all of which was unused and available to support additional borrowings. We have repurchase agreements in
place with multiple securities dealers, which allow us to access short-term borrowings by using
available-for-sale securities as collateral. At December 31, 2011, we had not utilized any of our repurchase lines
to secure borrowed funds.

Financial assets valued using Level 3 measurements consist primarily of our investments in venture capital
and private equity funds and direct equity investments in privately held companies. Our managed funds and
debt fund that hold these investments qualify as investment companies under the American Institute of
Certified Public Accountants (“AICPA”) Audit and Accounting Guide for Investment Companies and accordingly,
these funds report their investments at estimated fair value, with unrealized gains and losses resulting from
changes in fair value reflected as investment gains or losses in our consolidated statements of income. Assets
valued using Level 3 measurements also include equity warrant assets in shares of private company capital
stock.
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During 2011, the Level 3 assets that are measured at fair value on a recurring basis experienced net
realized and unrealized gains of $176.9 million (which is inclusive of noncontrolling interest), primarily due to
valuation increases in underlying fund investments in our managed funds, as well as gains from liquidity events
and distributions. Additionally, we had strong net gains in 2011 from our equity warrant assets. The gains from
our managed funds and equity warrant assets in 2011 reflect increased IPO and M&A activity within the
technology industry. During 2010 and 2009, the Level 3 assets that are measured at fair value on a recurring
basis experienced net realized and unrealized gains of $67.2 million and net realized and unrealized losses of
$32.0 million {which is inclusive of noncontrolling interest), respectively.

The valuation of non-marketable securities and equity warrant assets in shares of private company capital
stock is subject to significant judgment. The inherent uncertainty in the process of valuing securities for which a
ready market does not exist may cause our estimated values of these securities to differ significantly from the
values that would have been derived had a ready market for the securities existed, and those differences could
be material. The timing and amount of changes in fair value, if any, of these financial instruments depend upon
factors beyond our control, including the performance of the underlying companies, fluctuations in the market
prices of the preferred or common stock of the underlying companies, general volatility and interest rate
market factors, and legal and contractual restrictions. The timing and amount of actual net proceeds, if any,
from the disposition of these financial instruments depend upon factors beyond our control, including investor
demand for IPOs, levels of M&A activity, legal and contractual restrictions on our ability to sell, and the
perceived and actual performance of portfolio companies. All of these factors are difficult to predict. (See “Risk
Factors” under Item 1A of Part | above.)

Non-Marketable Securities

Non-marketable securities include investments in venture capital and private equity funds, venture debt
funds, direct equity investments in companies and low income housing tax credit funds. Our accounting for
investments in non-marketable securities depends on several factors, including our level of ownership/control
and the legal structure of our subsidiary making the investment. Based on these factors, we account for our
non-marketable securities using one of three different methods: (i) fair value accounting; (ii) equity method
accounting; or (iii) cost method accounting. Our non-marketable securities carried under fair value accounting
include amounts that are attributable to noncontrolling interests. We are required under GAAP to consolidate
100 percent of investments made by our managed funds or consolidated debt fund that we are deemed to
control, even though we may own less than 100 percent of such entities.

Our non-marketable securities carried under fair value accounting consist of investments in venture capital
and private equity funds and direct equity investments in privately held companies. Our managed funds and
consolidated debt fund that hold these investments qualify as investment companies under the American
Institute of Certified Public Accountants (“AICPA”) Audit and Accounting Guide for Investment Companies, and
accordingly, these funds report their investments at estimated fair value.

Our non-marketable securities carried under fair value accounting are carried at estimated fair value at
each balance sheet date based primarily on financial information obtained as the general partner of the fund or
obtained from the funds’ respective general partner.

For direct private company investments, valuations are based upon consideration of a range of factors
including, but not limited to, the price at which the investment was acquired, the term and nature of the
investment, local market conditions, values for comparable securities, current and projected operating
performance, exit strategies and financing transactions subsequent to the acquisition of the investment. These
valuation methodologies involve a significant degree of management judgment.

The valuation of our venture capital and private equity funds is primarily based upon our pro-rata share of
the fair market value of the net assets of a fund as determined by such fund on the valuation date. We utilize
the most recent available financial information from the investee general partner. We account for differences
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between our measurement date and the date of the fund investment’s net asset value by using the most recent
available financial information available from the investee general partner, for example September 30th, for our
December 315t consolidated financial statements, adjusted for any contributions paid, distributions received
from the investment, and significant fund transactions or market events during the reporting period.

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

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

We review our equity and cost method securities at least quarterly for indications of impairment, which
requires significant judgment. Indications of impairment include an analysis of facts and circumstances of each
investment, the expectations of the investment’s future cash flows and capital needs, variability of its business
and the company’s exit strategy. For fund investments, we account for differences between our measurement
date and the date of the fund investment’s net asset value by using the most recent available financial
information from the investee general partner, for example September 30th, for our December 31st consolidated
financial statements, adjusted for any contributions paid, distributions received from the investment, and
significant fund transactions or market events during the reporting period. Investments identified as having an
indication of impairment are reviewed further to determine if the investment is other than temporarily
impaired. We reduce the investment value when we consider declines in value to be other than temporary and
we recognize the estimated loss as a loss on investment securities, which is a component of noninterest
income.

We consider our accounting policy for our non-marketable securities to be critical because the valuation of
our non-marketable securities is subject to management judgment and information reasonably available to us.
Estimating the fair value of non-marketable securities carried under fair value accounting requires management
to make assumptions regarding the future performance, financial condition, and relevant market conditions,
along with other pertinent information related to the underlying investment. In addition, the inherent
uncertainty in the process of valuing securities for which a ready market is unavailable may cause our estimated
values of these securities to differ significantly from the values that would have been derived had a ready
market for the securities existed, and those differences could be material. Future adverse changes in market
conditions or poor operating results of underlying investments could result in losses or an inability to recover
the carrying value of the investments that may not be reflected in their carrying value, thereby possibly
requiring an impairment charge in the future. There can be no assurances that we will realize the full value of
our non-marketable securities, which could result in significant losses.

Derivative Assets—Equity Warrant Assets

In connection with negotiated credit facilities and certain other services, we often obtain equity warrant
assets giving us the right to acquire stock in primarily private, venture-backed companies in the technology and
life science industries. Equity warrant assets for shares of private and public companies are recorded at fair
value on the grant date and adjusted to fair value on a quarterly basis through consolidated net income.

We account for equity warrant assets with net settlement terms in certain private and public client
companies as derivatives. In general, equity warrant assets entitle us to buy a specific number of shares of stock
at a specific price within a specific time period. Certain equity warrant assets contain contingent provisions,
which adjust the underlying number of shares or purchase price upon the occurrence of certain future events.
Our warrant agreements typically contain net share settlement provisions, which permit us to receive at
exercise a share count equal to the intrinsic value of the warrant divided by the share price (otherwise known as
a “cashless” exercise).
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The fair value of our equity warrant assets portfolio is reviewed quarterly. We value our equity warrant
assets using a modified Black-Scholes option pricing model, which incorporates the following significant inputs:

e An underlying asset value, which is estimated based on current information available, including any
information regarding subsequent rounds of funding for the equity issuing the warrant.

s Stated strike price, which can be adjusted for certain warrants upon the occurrence of subsequent
funding rounds or other future events.

e Price volatility or the amount of uncertainty or risk about the magnitude of the changes in the warrant
price. The volatility assumption is based on historical price volatility of publicly traded companies
within indices similar in nature to the underlying client companies issuing the warrant. The actual
volatility input is based on the median volatility for an individual public company within an index
averaged for the past 16 quarters. The weighted average quarterly median volatility assumption used
for the warrant valuation at December 31, 2011 was 52.5 percent, compared to 50.7 percent at
December 31, 2010.

e Actual data on cancellations and exercises of our equity warrant assets are utilized as the basis for
determining the expected remaining life of the equity warrant assets in each financial reporting
period. Equity warrant assets may be exercised in the event of acquisitions, mergers or IPOs, and
cancelled due to events such as bankruptcies, restructuring activities or additional financings. These
events cause the expected remaining life assumption to be shorter than the contractual term of the
warrants.

e The risk-free interest rate is derived from the Treasury yield curve and is caiculated based on a
weighted average of the risk-free interest rates that correspond closest to the expected remaining life
of the warrant. The risk-free interest rate used for the warrant valuation at December 31, 2011 was
0.4 percent, compared to 1.0 percent at December 31, 2010.

e Other adjustments, including a lack of marketability discount, are estimated based on management’s
judgment about the general industry environment.

The fair value of our equity warrant assets recorded on our balance sheets represents our best estimate of
the fair value of these instruments. Changes in the above inputs may result in significantly different valuations.
For example, the following table demonstrates the effect of changes in the risk-free interest rate and volatility
assumptions on the valuation of equity warrant assets directly held by SVB Financial Group at December 31,
2011:

Volatility Factor
10% Lower Current 10% Higher

(Dollars in millions) (47.3%) (52.5%) {57.8%)
Risk free interest rate:

Less 50 basis POINES . .. oottt ettt e $63.5  $66.5 $69.5
Current weighted averagerate (0.4%) . ....... it 63.9 66.7 69.9
Plus 50 basis POINES .. ..ottt e e 64.5 67.5 70.4

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

We consider our accounting policy for equity warrant assets to be critical as the valuation of these assets is
complex and subject to a certain degree of management judgment. Management has the ability to select from

several valuation techniques and has alternative approaches in the calculation of significant inputs. The
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selection of alternative valuation techniques or alternative approaches used to calculate significant inputs in the
current methodology may cause our estimated values of these assets to differ significantly from the values
recorded. Additionally, the inherent uncertainty in the process of valuing these assets for which a ready market
is unavailable may cause our estimated values of these assets to differ significantly from the values that would
have been derived had a ready market for the assets existed, and those differences could be material. Further,
the fair value of equity warrant assets may never be realized, which could result in significant losses.

Income Taxes

We are subject to income tax laws of the United States, its states and municipalities and those of the
foreign jurisdictions in which we operate. Income taxes are accounted for using the asset and liability method.
Under this method, deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets and liabilities
and their respective tax-basis carrying amount. Deferred tax assets and liabilities are measured using enacted
tax rates expected to apply to taxable income in the years in which those temporary differences are expected to
be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in
income in the period that includes the enactment date. A valuation allowance is provided when management
assesses available evidence and exercises their judgment that it is more likely than not that some portion of the
deferred tax asset will not be realized.

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

In establishing a provision for income tax expense, we must make judgments and interpretations about the
application of these inherently complex tax laws. We must also make estimates about when in the future
certain items will affect taxable income in the various tax jurisdictions, both domestic and foreign. We evaluate
our uncertain tax positions in accordance with ASC 740, Income Taxes. We believe that our unrecognized tax
benefits, including related interest and penalties, are adequate in relation to the potential for additional tax
assessments.

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

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

Net interest income is defined as the difference between interest earned on loans, available-for-sale
securities and short-term investment securities, and interest paid on funding sources. Net interest income is our
principal source of revenue. Net interest margin is defined as the amount of annualized net interest income, on
a fully taxable equivalent basis, expressed as a percentage of average interest-earning assets. Net interest
income and net interest margin are presented on a fully taxable equivalent basis to consistently reflect income
from taxable loans and securities and tax-exempt securities based on the federal statutory tax rate of 35.0
percent.
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Analysis of Net Interest Income Changes Due to Volume and Rate (Fully Taxable Equivalent Basis)

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

in average volume and average rate.

(Dollars in thousands)

2011 compared to 2010

2010 compared to 2009

Year ended December 31,
increase (decrease) due to change in

Year ended December 31,
increase (decrease) due to change in

Volume Rate Total Volume

Rate

Total

Interest income:
Federal funds sold, securities purchased
under agreements to resell and other
short-term investment securities . ...
Available-for-sale securities (taxable) . ..
Available-for-sale securities (non-
taxable)
Loans, net of unearned income

Increase (decrease) in interest income,
net

Interest expense:
NOW deposits
Money market deposits . . ............
Money market deposits in foreign

offices............. ... .. ..
Timedeposits . .....................
Sweep deposits in foreign offices

Total increase (decrease) in deposits
expense
Short-term borrowings
5.375% Senior Notes
3.875% Convertible Notes
Junior Subordinated Debentures
5.70% Senior Notes and 6.05%
Subordinated Notes
Other long-term debt

Total increase {decrease) in borrowings
expense

Increase (decrease) in interest expense,
net

Increase (decrease) in net interest
income

$ (6017) ¢ 1,543 $ (4,474) $ 1,530 $

(360) $ 1,170

78,196  (40,169) 38,027 82,585 (36,699) 45,886
(224) (62) (286) (344) (94) (438)
93,713  (23,423) 70,290 (18,982) 2,716 (16,266)
165,668 (62,111) 103,557 64,789 (34,437) 30,352
119 (57) 62 37 11 48
1,668  (1,845) (177) 2,466  (3,310) (844)
124 (102) 22 110 (254) (144)
(462) (222) (684) 43 (702) (659)
(411)  (4,728)  (5139) 3,277  (8,246)  (4,969)
1,038  (6,954) (5916) 5933 (12,501)  (6,568)
(52) (15) (67) 6 14 20
13,814 85 13,899 5,345 — 5,345
(10,457) 520  (9,937) 131 (27) 104
(13) 277 264 (15) (389) (404)
(2,418) (326)  (2,744) (8) (3,263) (3,271)
(95) 111 16 (1,381) 675 (706)

779 652 1,431 4,078  (2,990) 1,088
1,817  (6,302)  (4,485) 10,011 (15,491) (5,480)

$163,851 $(55,809) $108,042 $ 54,778 $(18,946) S 35,832
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Net Interest Income (Fully Taxable Equivalent Basis)
2011 compared to 2010

Net interest income increased by $108.0 million to $528.2 million in 2011, compared to $420.2 million in
2010. Overall, we saw an increase in our net interest income primarily due to higher average loan balances and
growth in our available-for-sale securities portfolio, which has increased as a result of our continued growth in
deposits. Growth in loans is reflective of a strengthening in our clients’ markets and an increase in borrowing
needs from both new and existing clients. Growth in deposits is reflective of growth from new clients and the
continued lack of attractive market investment opportunities for our deposit clients. These increases were
partially offset by lower rates earned on our available-for-sale securities and loans, primarily attributable to the
low interest rate environment and changes in loan composition.

The main factors affecting interest income and interest expense for 2011 compared to 2010 are discussed
below:

» Interest income for 2011 increased by $103.6 million primarily due to:

e A $70.3 million increase in interest income from loans, primarily related to a $1.4 billion increase
in average loan balances. This increase was partially offset by a decrease in overall yield on the
loan portfolio resulting from changes in loan composition, which is reflective of our ongoing
strategy of growing our larger, later stage client portfolio that typically has lower credit risk and
therefore lower relative yield.

e A $37.7 million increase in interest income from available-for-sale securities, primarily related to
the growth in average batances of $4.0 billion due to new investments, which were purchased as
a result of our continued deposit growth. This increase was partially offset by lower investment
yields available on new purchases of securities in the current rate environment and the effect of
sales of $1.4 billion and $650.8 million in higher-yielding securities in 2011 and 2010,
respectively, which resulted in pre-tax gains of $37.3 million and $23.6 million, respectively.

e Interest expense for 2011 decreased by $4.5 million primarily due to:

e A $5.9 million decrease in interest expense from interest-bearing deposits, primarily due to
decreases in rates paid on deposits throughout 2010 and 2011, reflective of current low market
rates. This decrease was partially offset by an increase in interest expense related to an increase
of $519.6 million in average interest-bearing deposit balances during 2011.

¢ This decrease was partially offset by an increase in interest expense of $1.5 million related to our
long-term debt, primarily due to a $13.9 million increase in interest expense from the issuance of
$350 million in 5.375% Senior Notes in September 2010, partially offset by a $9.9 million
decrease due to the maturity of our 3.875% Convertible Notes in April 2011 and a $2.7 million
decrease due to the repurchase of $108.6 million of our 5.70% Senior Notes and $204.0 million of
our 6.05% Subordinated Notes in May 2011.

2010 compared to 2009

Net interest income increased by $35.8 million to $420.2 million in 2010, compared to $384.4 million in
2009. Overall, we saw an increase in our net interest income primarily due to growth in our available-for-sale
securities portfolio, which has increased as a result of growth in our deposit balances (growth in deposits is
reflective of the continued low interest rate environment and the lack of attractive market investment
opportunities for our clients). In addition, we saw an increase in net interest income due to lower costs of
deposits and London Interbank Offered Rates (“LIBOR”) associated with certain interest rate swaps. These
increases in net interest income were partially offset by lower average loan balances and higher average
deposit balances.
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The main factors affecting interest income and interest expense for 2010 compared to 2009 are discussed
below:

* Interest income for 2010 increased by $30.4 million primarily due to:

e A $45.4 million increase in interest income on available-for-sale securities, primarily related to
the growth in average balances of $3.1 billion due to new investments purchased due to deposit
growth. This increase was partially offset by sales and paydowns of available-for-sale securities
being reinvested at market rates in the low rate environment.

¢ This increase was also partially offset by a $16.3 million decrease in interest income on loans
driven principally by a $263.8 million decrease in average loan balances.

e [Interest expense for 2010 decreased by $5.5 million primarily due to:

e A $6.6 million decrease in interest expense from interest-bearing deposits, primarily due to
decreases in rates paid on deposits throughout 2009 and 2010. This decrease was partially offset
by an increase in interest expense related to an increase of $1.3 billion in average interest-
bearing deposit balances.

e This decrease was also partially offset by an increase in interest expense of $1.1 million related
to our long-term debt, primarily due to a $5.3 million increase in interest expense from the
issuance of $350 million in 5.375% Senior Notes in September 2010, partially offset by a $3.3
million decrease in interest expense due to lower LIBOR rates associated with interest rate swap
agreements on our 5.70% Senior Notes and 6.05% Subordinated Notes.

Net Interest Margin (Fully Taxable Equivalent Basis)

Our net interest margin remained stable at 3.08 percent in 2011, compared to 3.08 percent in 2010 and
3.73 percent in 2009. The main factors affecting our net interest margin in 2011 were as follows:

e An increase in net interest margin from an increase of $1.4 billion in average loan balances (higher-
yielding assets).

e Anincrease in net interest margin from a decrease in rates paid on our deposits.

e A decrease in net interest margin from significant growth in deposits, the majority of which were
invested in available-for-sale securities (lower-yielding assets), as well as paydowns and sales of
higher-yielding securities throughout 2011 being reinvested in lower-yielding securities given the
current interest rate environment.

¢ A decrease in net interest margin from a decrease in the overall yield on our loan portfolio resulting
from changes in loan composition, which is reflective of our ongoing strategy of growing our larger,
later stage client portfolio that typically has lower credit risk and therefore lower relative yield.

The decrease in net interest margin in 2010 compared to 2009 was primarily due to the significant growth
of our deposits, the majority of which were invested in available-for-sale securities or deposited at the Federal
Reserve. As such, the overall mix of our interest-earning assets shifted to a higher proportion of lower-yielding
assets. These declines in our net interest margin were partially offset by a decrease in rates paid on our deposits
and borrowings.
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Average Balances, Yields and Rates Paid (Fully Taxable Equivalent Basis)

The average yield earned on interest-earning assets is the amount of annualized fully taxable equivalent
interest income expressed as a percentage of average interest-earning assets. The average rate paid on funding
sources is the amount of annualized interest expense expressed as a percentage of average funding sources.
The following tables set forth average assets, liabilities, noncontrolling interests and SVBFG stockholders’
equity, interest income, interest expense, annualized yields and rates, and the composition of our annualized
net interest margin in 2011, 2010 and 2009.

Year ended December 31,

2011 2010 2009
Interest Interest Interest
Average Income/ Yield/ Average Income/ Yield/ Average Income/ Yield/
{Dollars in thousands) Balance Expense Rate Balance Expense Rate Balance Expense Rate
Interest-earning assets:
Federal Reserve deposits, federal funds sold,
securities purchased under agreements to resell
and other short-term investment securities (1) .... $ 1,974,001 $ 6,486 0.33% $ 3,869,781 $ 10,960 0.28% $ 3,333,182 $ 9,790 0.29%
Available-for-sale securities: (2)
Taxable.......... e 9,256,688 165,449 1.79 5,249,884 127,422 243 2,179,181 81,536 3.74
Non-taxable (3) ....................... . ... 93,693 5,574 5.95 97,443 5,860 6.01 103,150 6,298 6.11
Total loans, net of unearned income (4) ............ 5,815,071 389,830 6.70 4,435,911 319,540 7.20 4,699,696 335,806 7.15
Total interest-earningassets ..................... 17,139,453 567,339 3.31 13,653,019 463,782 3.40 10,315,209 433,430 4.20
Cash and due frombanks ....................... 283,596 232,058 238911
Allowance forloanlosses ....................... {88,104) (77,999) (107,512)
Goodwill ... .. - — 1,000
Otherassets (5) ...ovuiini i 1,335,554 1,051,158 878,733
Totalassets . .....ovveiiriiiie e $ 18,670,499 $14,858,236 $11,326,341
Funding sources:
Interest-bearing liabilities:
NOW deposits ............covviivuiin..n. S 87,099 $ 270 0.31% S 51,423 $ 208 0.40% S 42,022 $ 160 0.38%
Money marketdeposits .................... 2,508,279 5,131 0.20 1,818,113 5,308 0.29 1,183,848 6,152 0.52
Money market deposits in foreign offices ...... 130,693 294 0.22 83,253 272 033 62,440 416 0.67
Timedeposits ............. ... ... ..., 258,810 1,102 0.43 361,921 1,786 0.49 355,602 2,445 0.69
Sweep deposits in foreign offices ............. 2,346,076 2,065 0.09 2,496,649 7,206 0.29 1,860,899 12,173 0.65
Total interest-bearing deposits ................... 5,330,957 8,862 0.17 4,811,359 14,778 0.31 3,504,811 21,346 0.61
Short-term borrowings ..................... 16,994 25 0.15 49,972 92 0.18 46,133 72 0.16
5.375% SeniorNotes . ...................... 347,689 19,244 5.53 98,081 5,345 545 — - -
3.875% ConvertibleNotes . .................. 71,108 4,210 5.92 248,056 14,147 5.70 245,756 14,043 5.71
Junior Subordinated Debentures ............. 55,467 3,325 5.99 55,706 3,061 5.49 55,948 3,465 6.19
5.70% Senior Note and 6.05% Subordinated
Notes ... 317,855 3,151 0.99 559,915 5895 1.05 560,398 9,166 1.64
Other long-termdebt ...................... 4,704 294 6.25 6,620 278 420 61,752 984 1.59
Total interest-bearing liabilities .................. 6,144,774 39,111 0.64 5,829,709 43,596 0.75 4,474,798 49,076 1.10
Portion of noninterest-bearing funding sources . . . . . . 10,994,679 7,823,310 5,840,411
Total funding sources ............... ...l 17,139,453 39,111 0.23 13,653,019 43,596 0.32 10,315,209 49,076 0.47
Noninterest-bearing funding sources:
Demanddeposits .............. ... i, 10,237,844 7,216,968 5,289,288
Other liabitities ........................... 268,721 189,475 179,795
SVBFG stockholders’ equity . ................. 1,448,398 1,230,569 1,063,175
Noncontroliinginterests .................... 570,762 391,515 319,285
Portion used to fund interest-earning assets .... (10,994,679) (7,823,310) (5,840,411)
Total liabilities, noncontrolling interest, and SVBFG
stockhoiders’ equity stockholders’ equity ........ S 18,670,499 $14,858,236 $11,326,341
Net interest incomeand margin .................. $528,228 3.08% $420,186  3.08% $384,354 3.73%
TOLAl AEPOSILS e $ 15,568,801 T 412,028,327 $ 8,794,099
Reconciliation to reported net interest income:
Adjustment for tax-equivalent basis ............... {1,951) {2,051) (2,204)
Net interest income, asreported ................. $526,277 $418,135 $382,150

(1) Includes average interest-earning deposits in other financial institutions of $324.2 million, $217.4 million
and $176.5 million in 2011, 2010 and 2009, respectively. For 2011, 2010 and 2009, balances also include
$1.4 billion, $3.5 billion and $3.1 billion, respectively, deposited at the Federal Reserve Bank, earning
interest at the Federal Funds target rate.
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(2) Yields on interest-earning investment securities are based on amortized cost, therefore do not give effect
to unrealized changes in fair value that are reflected in other comprehensive income.

(3) Interest income on non-taxable investment securities is presented on a fully taxable equivalent basis using
the federal statutory income tax rate of 35.0 percent for all years presented.

(4) Nonaccrual loans are reflected in the average balances of loans.

(5) Average investment securities of $957.7 million, $686.8 mitlion and $505.5 million in 2011, 2010 and 2009,
respectively, were classified as other assets as they were noninterest-earning assets. These investments
primarily consisted of non-marketable securities.

Provision for Loan Losses

Our provision for loan losses is based on our evaluation of the adequacy of the existing allowance for loan
losses in relation to total gross loans using historical and other objective information, and on our periodic
assessment of the inherent and identified risk dynamics of the loan portfolio resulting from reviews of selected
individual loans. For a more detailed discussion of credit quality and the allowance for loan losses, see
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical Accounting
Policies and Estimates” and “—Consolidated Financial Condition—Credit Quality and the Allowance for Loan
Losses” below. The following table summarizes our allowance for loan losses for 2011, 2010 and 2009,
respectively:

Year ended December 31,

(Dollars in thousands, except ratios) 2011 2010 2009
Allowance for loan losses, beginningbalance ..................... S 82627 § 72,450 S 107,396
Provision for loan losses . ...... ...t 6,101 44,628 90,180
Grossloancharge-offs ......... ... .. ... . i, (23,904) (51,239) (143,570)
LOaN TRCOVEIIES . . ittt ittt e et e 25,123 16,788 18,444
Allowance for loan losses, endingbalance .. ...................... S 89947 S 82627 $§ 72,450
Provision as a percentage of period-end total grossloans ........... 0.09% 0.80% 1.97%
Gross loan charge-offs as a percentage of average total gross ioans . .. 0.41 1.15 3.03
Net loan (recoveries) charge-offs as a percentage of average total gross

J0ANS o e e (0.02) 0.77 2.64
Allowance for loan losses as a percentage of period-end total gross

I0aNS .. e e 1.28 1.48 1.58
Period-end total gross10ans . ...t $7,030,321 $5,567,205 $4,582,966
Average totalgrossioans .......... ... . . . . i 5,863,319 4,471,706 4,735,210

We had a provision of loan losses of $6.1 million in 2011, compared to a provision of $44.6 million in 2010.
The provision of $6.1 million was primarily due to an increase in the allowance for the increase in period-end
loans, partially offset by a decrease in the allowance for our performing loans. Our aliowance for loan losses for
total gross performing loans as a percentage of total gross performing loans decreased to 1.23 percent at
December 31, 2011, compared to 1.37 percent at December 31, 2010, primarily due to the strong overall credit
quality of our clients.

Gross loan charge-offs of $23.9 million in 2011 came primarily from our technology and life science client
portfolios. Loan recoveries of $25.1 million in 2011 were primarily from our technology and life sciences client
portfolios.

Our provision for loan losses decreased by $45.6 million to $44.6 million in 2010, compared to
$90.2 mitlion in 2009. Gross loan charge-offs of $51.2 million in 2010 came primarily from our hardware,
software and life science client portfolios. Loan recoveries of $16.8 million in 2010 were primarily from our
hardware, software and life sciences client portfolios.
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Noninterest Income

A summary of noninterest income for the year ended December 31, 2011, 2010 and 2009 is as follow:

Year ended December 31,

% Change % Change
{Doliars in thousands) ' 2011 2010 2011/2010 2009 2010/2009
Gains (losses) on investment securities, net ......... $195,034 $ 93,360 108.9% $(31,209) NM%
Foreign exchangefees .......................... 43,891 36,150 214 30,735 17.6
Gains (losses) on derivative instruments, net ........ 38,681 9,522 NM (753) NM
Deposit servicecharges ................cciva... 31,208 31,669 (1.5) 27,663 145
Creditcardfees ........... ... 18,741 12,685 47.7 9,314 36.2
Clientinvestmentfees .......................... 12,421 18,020 (31.1) 21,699 (17.0)
Letters of credit and standby letters of credit fees . ... 12,201 10,482 16.4 10,333 1.4
Other ... e e 30,155 35,642 (15.4) 29,961 19.0
Total noninterestincome . ............ ... ..., $382,332 $247,530 545 $97,743 153.2

NM—Not meaningful

Included in net income is income and expense attributable to noncontrolling interests. We recognize, as
part of our investment funds management business through SVB Capital and Debt Fund Investments, the entire
income or loss from funds where we own significantly less than 100% of the investment. We are required under
GAAP to consolidate 100% of the results of entities that we are deemed to control, even though we may own
less than 100% of such entities. The relevant amounts attributable to investors other than us are reflected
under “Net {Income) Loss Attributable to Noncontrolling Interests” on our consolidated statements of income.
The non-GAAP tables presented below, for noninterest income and net gains (losses) on investment securities,
all exclude noncontrolling interests. We believe these non-GAAP financial measures, when taken together with
the corresponding GAAP financial measures, provide meaningful supplemental information regarding our
performance by excluding certain items that represent income attributable to investors other than us and our
subsidiaries. Additionally, for 2011 and 2010, we have also excluded the gains from sales of certain
available-for-sale securities from our non-GAAP noninterest income as these events do not occur in every
reporting period. Our management uses, and believes that investors benefit from referring to, these non-GAAP
financial measures in assessing our operating results and when planning, forecasting and analyzing future
periods. However, these non-GAAP financial measures should be considered in addition to, not as a substitute
for or preferable to, financial measures prepared in accordance with GAAP.

The following table provides a summary of non-GAAP noninterest income, net of noncontrolling interests:

Year ended December 31,

Non-GAAP noninterest income, net of noncontrolling interests % Change % Change
(Dollars in thousands) 2011 2010 2011/2010 2009 2010/2009
GAAP noninterestincome ............. ... ... .. $382,332 $247,530 54.5% S 97,743 153.2%
Less: income (losses) attributable to noncontrolling

interests, including carried interest ............. 122,336 54,186 125.8 (24,901) NM
Non-GAAP noninterest income, net of noncontrolling

Interests . ... .. e 259,996 193,344 345 122,644 57.6
Less: gains on sales of certain available-for-sale

SECUNEIES oo v ittt 37,314 24,699 51.1 - —

Non-GAAP noninterest income, net of noncontrolling
interests and excluding gains on sales of certain
available-for-sale securities ................... $222,682 $168,645 32.0 $122,644 37.5

NM—Not meaningful
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Gains (Losses) on Investment Securities, Net

Net gains (losses) on investment securities include both gains (losses) from our non-marketable and
marketable securities, as well as gains from sales of our available-for-sale securities portfolio.

Our available-for-sale securities portfolio is a fixed income investment portfolio that is managed to
optimize portfolio yield over the long-term consistent with our liquidity, credit diversification and asset/liability
strategies. Though infrequent, the sale of securities from our available-for-sale portfolio results in net gains or
losses on investment securities. We sold $1.4 billion and $650.8 million in certain available-for-sale securities
resulting in pre-tax gains of $37.3 million and $24.7 million during 2011 and 2010, respectively. These securities
were sold as part of our portfolio management strategy of managing duration risk.

Our non-marketable securities portfolio primarily represents investments in venture capital funds, venture
debt funds and private portfolio companies. We experience variability in the performance of our
non-marketable securities from period to period, which results in net gains or losses on investment securities.
This variability is due to a number of factors, including changes in the values of our investments, changes in the
amount of distributions or liquidity events and general economic and market conditions. Such variability may
lead to volatility in the gains or losses from investment securities and as such our results for a particular period
are not necessarily indicative of our expected performance in a future period. Throughout 20089, as a result of
the economic downturn, the valuations of our investments were affected by a more challenging venture
capital/private equity environment and a significant slowdown of M&A and IPOs among our portfolio
companies. In 2010 and 2011, we saw improvement in venture capital/private equity investment levels and
increased M&A and PO activity among these portfolio companies.

The following tables provide a summary of net gains (losses) on investment securities, net of
noncontrolling interests, for 2011, 2010 and 2009:

Year ended December 31, 2011

Managed
Managed Direct Available- Strategic and
Funds Of Venture For-Sale Other
(Dollars in thousands) Funds Funds Debt Funds Securities Investments Total

Total gains on investment securities,

Net L $119,095 $20,629 $7,774 $37,127 $10,409  $195,034
Less: income attributable to

noncontrolling interests, including

carriedinterest . . ........... ... ... 106,870 18,147 25 — — 125,042

Non-GAAP net gains on investment
securities, net of noncontrolling

interests .......oviiiiiiiinen.n 12,225 2,482 7,749 37,127 10,409 69,992
Less: gains on sales of certain
available-for-sale securities .......... — - — 37,314 — 37,314

Non-GAAP net gains (losses) on
investment securities, net of
noncontrolling interests and excluding
gains on sales of certain
available-for-sale securities .......... $ 12,225 $ 2,482 $7,749 S (187) $10,409 S 32,678
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Year ended December 31, 2010

Managed
Managed Direct Available- Strategic and
Funds Of Venture For-Sale Other
(Dollars in thousands) Funds Funds Debt Funds Securities Investments Total
Total gains on investment securities, net ... $41,198 $19,127 $4,745 $24,823 $3,467 $ 93,360
Less: income attributable to noncontrolling
interests, including carried interest . . . .. 36,069 16,496 21 — — 52,586
Non-GAAP net gains on investment
securities, net of noncontrolling
interests ....... ... ... . i 5,129 2,631 4,724 24,823 3,467 40,774
Less: gains on sales of certain
available-for-sale securities ........... — — — 24,699 — 24,699
Non-GAAP net gains on investment
securities, net of noncontrolling
interests and excluding gains on sales of
certain available-for-sale securities . . . . . S 5129 §$2,631 $4724 S 124 $3,467 $16,075
Year ended December 31, 2009
Managed
Managed Direct Available- Strategic and
Funds Of Venture For-Sale Other
(Dollars in thousands) Funds Funds Debt Funds  Securities  Investments Total
Total (losses) gains on investment
securities,net ..................... $(28,894) $(2,467) $4,490 $ (168) $(4,170) $(31,209)
Less: {losses) income attributable to
noncontrolling interests, including
carriedinterest .................... (24,569) (2,938) 869 — — (26,638)
Non-GAAP net (losses) gains on investment
securities, net of noncontrolling
interests ... . $(4325) $ 471 $3,621 S (168) S(4,170) S (4,571)

In 2011 we had net gains on investment securities of $195.0 million, compared to net gains of $93.4 million
and net losses of $31.2 million in 2010 and 2009, respectively. Non-GAAP gains on investment securities, net of
noncontrolling interests, were $32.7 million in 2011, compared to net gains of $16.1 million and net losses of
$4.6 million in 2010 and 2009, respectively (amounts also exclude gains of $37.3 million and $24.7 million from
the sales of certain available-for-sale securities in 2011 and 2010, respectively).

The gains, net of noncontrolling interests and excluding gains from the sale of certain available-for-sale
securities, of $32.7 million in 2011 were primarily attributable to the following:

e Net gains of $14.7 million from our managed funds, primarily due to increased valuations and liquidity
events from companies (primarily internet and social networking).
¢ Net gains of $10.4 million from our strategic and other investments, which included gains of $6.5
million from the sale of private company shares that were originally acquired through the exercise of

equity warrant assets.

e Net gains of $7.7 million from our debt funds due primarily to unrealized gains related to our share of
debt fund operating income and gains from distributions.
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The gains, net of noncontrolling interests and excluding gains from the sale of certain available-for-sale
securities, of $16.1 million in 2010 were due to the following:

* Net gains of $7.8 million from our managed funds primarily related to increased valuations.
* Net gains of $4.7 million from our debt funds primarily related to gains from distributions and our
share of debt fund operating income.

Foreign Exchange Fees

Foreign exchange fees represent the income differential between purchases and sales of foreign currency
on behalf of our clients. Foreign exchange fees were $43.9 million in 2011, compared to $36.2 million and
$30.7 million in 2010 and 2009, respectively. The increases in foreign exchange fees in 2011 and 2010 were
primarily due to improving business conditions for our clients and increased volatility in foreign markets, which
has resulted in higher commissioned notional volumes. Commissioned notional volumes were $9.3 billion in
2011, compared to $6.7 billion and $5.0 billion in 2010 and 2009, respectively.

Gains (Losses) on Derivative Instruments, Net

A summary of gains (losses) on derivative instruments, net, for 2011, 2010 and 2009 is as follows:

Year ended December 31,

% Change % Change
{Dollars in thousands) 2011 2010  2011/2010 2009  2010/2009
Gains (losses) on foreign exchange forward contracts, net:
Gains on client foreign exchange forward contracts,
net(l) ... $ 2,259 $1,914 18.0% S 1,730 10.6%
Gains (losses) on internal foreign exchange forward
contracts,net(2) .......... . i i, 1,973 710 1779 (2,258) (131.4)
Total gains (losses) on foreign exchange forward contracts,
1= e 4,232 2,624 61.3 (528) NM
Change in fair value of interest rate swaps ............. (470) — — (170) (100.0)
Net (losses) gains on other derivatives (3) .............. (2,520) 342 NM — —
Equity warrant assets (4):
Gainsonexercise, net ........... ... 17,864 5,524 NM 933 NM
Change in fair value:
Cancellations and expirations . ............... (1,806) (3,488) (48.2) (4,515) (22.7)
Other changesinfairvalue .................. 21,381 4,520 NMm 3,527 28.2
Total net gains (losses) on equity warrant assets (5) ...... 37,439 6,556 NM (55) NM
Total gains (losses) on derivative instruments, net ....... $38,681 $ 9,522 NM S (753) NM

NM—Not meaningful

(1) Represents the net gains for foreign exchange forward contracts executed on behalf of clients.

(2) Represents the change in the fair value of foreign exchange forward contracts used to economically reduce
our foreign exchange exposure related to certain foreign currency denominated loans. Revaluations of
foreign currency denominated loans are recorded in the line item “Other” as part of noninterest income, a
component of consolidated net income.

(3) Primarily represents the change in fair value of loan conversion options. For more information, refer to
Note 12—“Derivative Financial Instruments” of the “Notes to the Consolidated Financial Statements”
under Part Il, Item 8 in this report.

(4) At December 31, 2011, we held warrants in 1,174 companies, compared to 1,157 companies at
December 31, 2010 and 1,225 companies at December 31, 2009.

{5) Net gains on equity warrant assets are included in the line item “Gains on derivative instruments, net” as
part of noninterest income.
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Net gains on derivative instruments were $38.7 million in 2011, compared to net gains of $9.5 million in
2010 and net losses of $0.8 million in 2009. The increase of $29.2 million in 2011 was primarily due to the

following:

* Net gains on equity warrant assets of $37.4 million in 2011, compared to net gains of $6.6 million in
2010. The net gains of $37.4 million in 2011 reftect the strength of IPO and M&A activity within the
technology industry. These gains were driven by gains of $21.4 million from valuation increases in our
equity warrant assets and gains of $17.9 million from the exercise of equity warrant assets, partially
offset by losses of $1.8 million from warrant cancellations and expirations.

e Net gains of $2.0 million on foreign exchange forward contracts hedging our foreign currency
denominated loans in 2011, compared to net gains of $0.7 million in 2010. The net gains of $2.0 million
in 2011 were primarily due to the strengthening of the U.S. dollar against the Pound Sterling and Euro,
and were partially offset by net losses of $1.8 million from the revaluation of foreign currency
denominated loans that are included in the line item “Other” as part of noninterest income (as discussed

below).

The increase of $10.3 million in 2010 was primarily due to the following:

e Net gains on equity warrant assets of $6.6 million in 2010, compared to net losses of $0.1 million in
2009. The net gains of $6.6 million in 2010 were primarily driven by gains of $5.5 million from the
exercise of equity warrant assets and gains of $4.5 million from valuation increases in our equity
warrant assets, partially offset by losses of $3.5 million from warrant cancellations and expirations.

* Net gains from foreign exchange forward contracts hedging our foreign currency denominated loans
of $0.7 million, compared to net losses of $2.3 million in 2009. The net gains of $0.7 million in 2010
were primarily due to the strengthening of the U .S. dollar against the Pound Sterling and Euro, and
were partially offset by net losses of $0.4 million from revaluation of foreign currency denominated
loans that are included in the line item “Other” as part of noninterest income.

Credit Card Fees

Credit card fees were $18.7 million in 2011, compared to $12.7 million in 2010 and $9.3 million in 2009.
The increases were primarily due to the addition of new credit card clients, as well as an increase in client

activity.

Client Investment Fees

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

subsidiary.

Client investment fees were $12.4 million in 2011, compared to $18.0 million in 2010 and $21.7 million in
2009. The decreases were primarily attributable to lower margins earned on certain products owing to
historically low rates in the short-term fixed income markets. In 2011, this decrease was partially offset by an
increase in average client investment funds. The following table summarizes average client investment funds for

2011, 2010 and 2008:

Year ended December 31,

% Change % Change
(Dollars in millions) 2011 2010 2011/2010 2009 2010/2009
Client directed investmentassets (1) ................. S 8,683 S 9,279 (6.4)% $10,879 (14.7)%
Client investment assets under management .......... 8,803 6,432 36.9 5,659 13.7
Sweep money marketfunds ............. ... ... ..... 250 — — 56 (100.0)
Total average client investment funds (2) ............. $17,736 $15,711 12.9 $16,594 (5.3)

(1) Comprised of mutual funds and Repurchase Agreement Program assets.
{2) Client investment funds are maintained at third party financial institutions and are not recorded on our

balance sheet.
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The following table summarizes period-end client investment funds at December 31, 2011, 2010 and 2009:

December 31,
% Change % Change
{Dollars in millions) 2011 2010 2011/2010 2009 2010/2009
Client directed investmentassets . ................... $ 7,709 S 9,479 (18.7)% S 9,693 (2.2)%
Client investment assets under management .......... 9,919 7,415 33.8 5,905 25.6
Sweep money marketfunds .......... ... ... ....... 1,116 —_ — — -
Total period end client investmentfunds .............. $18,744 $16,894 11.0 $15,598 8.3

The increases in average and period-end balances in 2011 of $2.0 billion and $1.9 billion, respectively, were
primarily due to an increase in client investment assets under management, mainly attributable to a steadily
improving funding environment for both private and public clients, as well as our increased efforts to guide
clients towards products that are more appropriate for them, resulting in a modest shift of deposits off the
balance sheet. In addition, we re-introduced a sweep product in May 2011, and have accumulated $1.1 billion
in balances at December 31, 2011.

The increase in period-end balances at December 31, 2010 from December 31, 2009 was primarily due to
an increase in client investment assets under management, mainly attributable to a combination of a stronger
M&A and IPO environment and an increase in existing client funding.

Other Noninterest Income

A summary of other noninterest income for 2011, 2010 and 2009 is as follows:

Year ended December 31,

% Change % Change

{Dollars in thousands) 2011 2010 2011/2010 2009 2010/2009
Fund managementfees ..................ccviun... $10,730 $10,753 (0.2)% $10,328 4.1%
Service-based feeincome (1) ....................... 9,717 8,840 9.9 7,554 17.0
Unused commitmentfees .......................... 7,095 6,833 3.8 3,534 93.4
Loan syndicationfees ........... ... ... .. ... ... ... 1,020 1,775 (42.5) — —
(Losses) gains on revaluation of foreign currency loans,

1T R (1,821) (427) NM 1,945 (122.0)
Currency revaluation (losses) gains .................. (4,275) 959 NM 764 255
Other ... e 7,689 6,909 11.3 5,836 18.4
Total other noninterestincome ..................... $30,155 $35,642 (15.4) $29,961 19.0

NM—Not meaningful
(1) Represents income from SVB Analytics

Other noninterest income was $30.2 million in 2011, compared to $35.6 million in 2010 and $30.0 million
in 2009. The decrease of $5.4 million in 2011 was primarily due to currency revaluation losses of $4.3 million in
2011, compared to a gain of $1.0 million in 2010. These losses were primarily due to the strengthening of the
U.S. dollar against the Indian Rupee. Additionally, we had losses on revaluation of foreign currency loans of $1.8
million in 2011, compared to $0.4 million in 2010. These losses were primarily due to the strengthening of the
U.S. dollar against the Euro, and were partially offset by gains from our internal forward exchange forward
contracts that are included in the line item “Gains (losses) on derivative instruments, net” as part of noninterest
income (as discussed above).
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The increase of $5.6 million in 2010 was primarily due to an increase in unused commitment fees of $3.3
million and an increase in loan syndication fees of $1.8 million. The increase in unused commitment fees was
primarily due to an increase in our unfunded credit commitments balance, which increased from $5.3 billion at
December 31, 2009 to $6.3 billion at December 31, 2010.

Noninterest Expense
Year ended December 31,
% Change % Change

(Dollars in thousands) 2011 2010 2011/2010 2009 2010/2009
Compensation and benefits .................. S 313,043 S 248,606 25.9% S 189,631 31.1%
Professionalservices ...........cuviiiivnnn. 60,807 56,123 8.3 46,540 20.6
Premises and equipment .................... 28,335 23,023 23.1 23,270 (1.1)
Business developmentand travel .............. 24,250 20,237 19.8 14,014 44.4
Netoccupancy ............oiiiinnn.. 19,624 19,378 1.3 17,888 8.3
FDICassessments ............c.cvivnnennnnn. 10,298 16,498 (37.6) 17,035 (3.2)
Correspondent bankfees .................... 9,052 8,379 8.0 8,040 4.2
Provision for (reduction of) unfunded credit

commitments .............c ... 4,397 4,083 7.7 (1,367) NM
Impairmentof goodwill ...................... — — — 4,092 (100.0)
[ 0 =] 30,822 26,491 16.3 24,723 7.2
Total noninterestexpense ................... $500,628 $422,818 18.4 $343,866 23.0

NM—Not meaningful

Included in noninterest expense is expense attributable to noncontrolling interests. See below for a
summary of non-GAAP noninterest expense and non-GAAP operation efficiency ratio, both of which exclude
noncontrolling interests.

Compensation and Benefits

Compensation and benefits expense was $313.0 million in 2011, compared to $248.6 million in 2010 and
$189.6 million in 2009. The following table provides a summary of our compensation and benefits expense:

Year ended December 31,

% Change % Change
(Dollars in thousands) 2011 2010 2011/2010 2009 2010/2009
Compensation and benefits
Salariesandwages ........................ $134,719 $116,639 15.5% $108,417 7.6%
Incentive compensation .................... 88,613 57,484 54.2 25,163 128.4
ESOP .. e e 8,652 8,019 7.9 — —
Other empioyee benefits (1) ................. 81,059 66,464 22.0 56,051 18.6
Total compensation and benefits ................. $313,043 $248,606 259 $189,631 31.1
Period-end full-time equivalent employees ......... 1,526 1,357 125 1,258 7.9
Average full-time equivalent employees ........... 1,451 1,305 11.2 1,259 3.7

(1) Other employee benefits expense includes employer payroll taxes, group health and life insurance, share-
based compensation, 401(k), warrant and retention plans, agency fees and other employee related
expenses.
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The increase in compensation and benefits expense of $64.4 million in 2011 was primarily due to the
following:

e An increase of $31.1 million in incentive compensation expenses due to our strong financial
performance in 2011 as we exceeded our internal performance targets for 2011.

¢ Anincrease of $18.1 million in salaries and wages expense, primarily due to an increase in the number
of average full-time equivalent (“FTE”) employees, as well as from merit increases. Average FTEs
increased by 146 to 1,451 average FTEs in 2011, compared to 1,305 in 2010 to support our sales and
advisory positions and continued investment in growth initiatives and related infrastructure support.

e An increase of $14.6 million from other employee related benefits primarily due to an increase in
average FTEs.

The increase in compensation and benefits expense of $59.0 million in 2010 was largely due to an increase
of $40.3 million in incentive compensation related expenses (including Employee Stock Ownership Plan
(“ESOP”) expenses) and an increase of $8.2 million in salaries and wages expense. The increase in incentive
compensation expenses was due to us exceeding our internal performance targets for 2010 as compared to our
2009 incentive compensation levels, which were at half of target levels as we did not achieve all of our internal
performance targets for 2009. In addition to lower incentive compensation levels, no ESOP expenses were
recorded in 2009. The increase in salaries and wages expense was primarily due to an increase in average FTE,
which increased to 1,305 FTEs in 2010 from 1,259 FTEs in 2009.

Our variable compensation plans primarily consist of the Incentive Compensation Plans, Direct Drive
Incentive Compensation Plan (“Direct Drive”), Long-Term Cash Incentive Plan, 401(k) and ESOP Plan, Retention
Program and Warrant Incentive Plan. Total costs incurred under these plans were $110.3 million in 2011,
compared to $72.6 million in 2010 and $32.7 million in 2009. These amounts are included in total compensation
and benefits expense discussed above.

Professional Services

Professional services expense was $60.8 million in 2011, compared to $56.1 million in 2010 and $46.5
million in 2009. The increase of $4.7 million in 2011 was primarily to maintain and enhance our corporate
Information Technology (“IT”) infrastructure and to support continued growth in our business through ongoing
initiatives. The increase of $9.6 million in 2010 was primarily due to increased spending for certain
infrastructure projects, including establishing a branch in the U.K., Private Banking project, and certain
initiatives to maintain and enhance our IT infrastructure.

Premises and Equipment

Premises and equipment expense was $28.3 million in 2011, compared to $23.0 million in 2010 and $23.3
million in 2009. The increase of $5.3 million in 2011 was primarily due to increased depreciation expense on
new software put into service as part of our infrastructure/IT enhancement process.
Business Development and Travel

Business development and travel expense was $24.3 million in 2011, compared to $20.2 million in 2010
and $14.0 million in 2009. The increases in both 2011 and 2010 were primarily reflective of our increased focus

on global initiatives and increased business development activity due to improving economic and business
conditions as supported by our growth in loans and deposits in each of the years.
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FDIC Assessments

FDIC assessments were $10.3 million in 2011, compared to $16.5 million in 2010 and $17.0 million in 2009.
The decrease of $6.2 million in 2011 was primarily due to higher FDIC assessment rates in 2010 associated with
the FDIC’s Temporary Liquidity Guarantee Program as well as changes in our assessment calculation by the FDIC
beginning in April 2011 pursuant to the Dodd-Frank Act.

Provision for (Reduction of) Unfunded Credit Commitments

We recorded a provision for unfunded credit commitments of $4.4 million in 2011, compared to a
provision of $4.1 million in 2010 and a reduction of provision of $1.4 million in 2009. The provision for unfunded
credit commitments of $4.4 million in 2011 was primarily due to an increase in unfunded credit commitments
and letters of credit balances of $1.1 billion, as well as from changes in the composition of the unfunded loan
commitments.

The provision for unfunded credit commitments of $4.1 million in 2010 was primarily due to an increase in
our total unfunded credit commitments and letters of credit balances of $974.6 million and changes in the
composition of the unfunded loan commitments.

Other Noninterest Expense

A summary of other noninterest expense for 2011, 2010 and 2009 is as follows:

Year ended December 31,

% Change % Change
{Dollars in thousands) 2011 2010 2011/2010 2009 2010/2009
Telephone . . ... e $ 5,835 S 4,952 17.8% S 4,202 17.8%
Data processing services ............ocvivivnniann.. 4,811 4,060 18.5 3,025 34.2
Clientservices . ...... .ot iineaaanns 4,594 2,716 69.1 1,923 41.2
Tax credit fund amortization ....................... 4,474 3,965 12.8 4,614 (14.1)
Postage and supplies ............ .. ... i, 2,162 2,198 (1.6) 2,985 (26.4)
Dues and publications ........... ... ... ol 1,570 1,519 34 1,872 (18.9)
Net gain from note repurchases and termination of

corresponding interest rate swaps (1) .............. (3,123) - — — —

Other . e 10,499 7,081 48.3 6,102 16.0
Total other noninterestexpense .................... $30,822 $26,491 16.3 $24,723 7.2

NM—Not meaningful

(1) Represents gains from the repurchase of $108.6 million of our 5.70% Senior Notes and $204.0 million of
our 6.05% Subordinated Notes and the termination of the corresponding portions of interest rate swaps in
2011.

Non-GAAP Noninterest Expense

We use and report non-GAAP noninterest expense, non-GAAP taxable equivalent revenue and non-GAAP
operating efficiency ratio, which excludes noncontrolling interests. We believe these non-GAAP financial
measures, when taken together with the corresponding GAAP financial measures, provide meaningful
supplemental information regarding our performance by: (i) excluding certain items that represent expenses
attributable to investors other than us and our subsidiaries, or certain items that do not occur every reporting
period; or (ii) providing additional information used by management that is not otherwise required by GAAP or
other applicable requirements. Our management uses, and believes that investors benefit from referring to,
these non-GAAP financial measures in assessing our operating results and when planning, forecasting and
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analyzing future periods. However, these non-GAAP financial measures should be considered in addition to, not
as a substitute for or preferable to, financial measures prepared in accordance with GAAP. The table below
provides a summary of non-GAAP noninterest expense and non-GAAP operating efficiency ratio, both net of
noncontrolling interests:

Year ended December 31,

Non-GAAP operating efficiency ratio, net of noncontrolling % Change % Change
interests (Dollars in thousands, except ratios) 2011 2010 2011/2010 2009 2010/2009
GAAP noninterest expense . ................uo.... $500,628 $422,818 18.4% $343,866 23.0%
Less: amounts attributable to noncontrolling

interests . ... i e 11,567 12,348 (6.3) 12,451 (0.8)
Less: net gain from note repurchases and termination

of corresponding interest rateswaps ............ (3,123) — — — —
Less: impairmentof goodwill .................... — — — 4,092 (100.0)

Non-GAAP noninterest expense, net of noncontrolling
interests and excluding net gains from debt

repurchases and impairment of goodwill ......... $492,184 $410,470 19.9 $327,323 25.4
GAAP taxable equivalent net interest income ....... $528,228 $420,186 25.7  $384,354 9.3
Less: income (losses) attributable to noncontrolling

Nterests . .....ooiiii i e e 122 28 NM (18) NM
Non-GAAP taxable equivalent net interest income,

net of noncontrolling interests ................. $528,106 $420,158 25.7 $384,372 9.3
GAAP noninterestincome ...........coeviin... $382,332 $247,530 545 $ 97,743 (99.9)

Non-GAAP noninterest income, net of noncontrolling
interests and excluding gains on sales of certain

available-for-sale securities (1)} ................. 222,682 168,645 32.0 122,644 375
GAAP taxable equivalentrevenue ................ $910,560 $667,716 36.4 $482,097 38.5
GAAP operating efficiency ratio (2) ............... 54.98% 63.32% (13.2) 71.33% (11.2)
Non-GAAP taxable equivalent revenue, net of

noncontrollinginterests ...................... $750,788 $588,803 27.5 $507,016 16.1
Non-GAAP operating efficiency ratio(2) ........... 65.56% 69.71%  (6.0) 64.56% 8.0

NM—Not meaningful

(1) See “Noninterest Income” above for a description and reconciliation of non-GAAP noninterest income.

(2) The GAAP and non-GAAP operating efficiency ratios are calculated by dividing GAAP and non-GAAP
noninterest expense, respectively, by GAAP and non-GAAP taxable-equivalent revenue, respectively.

Net (Income) Loss Attributable to Noncontrolling Interests
included in net income is income and expense attributable to noncontrolling interests. The relevant

amounts attributable to investors other than us are reflected under “Net {Income) Loss Attributable to
Noncontrolling Interests” on our statements of income.
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In the table below, noninterest (income) loss consists primarily of investment gains and losses from our
consolidated funds. Noninterest expense is primarily related to management fees paid by our managed funds to
SVB Financial’s subsidiaries as the funds general partners. A summary of net (income) loss attributable to
noncontrolling interests for 2011, 2010 and 2009 is as follows:

Year ended December 31,

% Change % Change

(Dollars in thousands) 2011 2010 2011/2010 2009 2010/2009
Net interest {income) loss (1) ...............cvun.. S (122} S  (28) NM% S 18 NM%
Noninterest (income)loss (1) ............... ... ... (125,328) (55,419) 126.1 26,278 NM
Noninterestexpense (1) ..., 11,567 12,348 (6.3) 12,451 (0.8)
Carriedinterest (2) ....... ..., 2,992 1,233 142.7 (1,377) (189.5)
Net (income) loss attributable to noncontrolling

INEErEStS .« vttt e $(110,891) $(41,866) 164.9 $37,370 NM

NM—Not meaningful

(1) Represents noncontrolling interests’ share in net interest income, noninterest income and noninterest
expense.

(2) Represents the preferred allocation of income earned by the general partners or limited partners of
certain consolidated funds.

Income Taxes

Our effective tax rate in 2011 was 40.9 percent, compared to 39.3 percent in 2010 and 42.3 percent in
2009. The increase in tax rate in 2011 was primarily attributable to the effect of higher taxes on foreign
operations on our overall pre-tax income. The decrease in the tax rate in 2010 was primarily attributable to the
effect of non-deductible expenses (such as share-based compensation, officer's compensation and meals and
entertainment) as a percentage of higher pre-tax income in 2010, and the effect of the $4.1 million
non-deductible goodwill impairment charge in 2009.

Our effective tax rate is calculated by dividing income tax expense by the sum of income before income tax
expense and the net (income) loss attributable to noncontrolling interests.

Operating Segment Results

We have three operating segments in which we report our financial information: Global Commercial Bank,
SVB Private Bank and SVB Capital.

We report segment information based on the management approach, which designates the internal
reporting used by management for making decisions and assessing performance as the source of our reporting
segments. Please refer to Note 20—“Segment Reporting” of the “Notes to Consolidated Financial Statements”
under Part 2, Item 8 of this report for additional details.

Our primary source of revenue is from net interest income, which is primarily the difference between
interest earned on loans, net of funds transfer pricing (“FTP”), and interest paid on deposits, net of FTP.
Accordingly, our segments are reported using net interest income, net of FTP. FTP is an internal measurement
framework designed to assess the financial impact of a financial institution’s sources and uses of funds. It is the
mechanism by which an earnings credit is given for deposits raised, and an earnings charge is made for funded
loans. FTP is calculated by applying a transfer rate to pooled, or aggregated, loan and deposit volumes.

We also evaluate performance based on provision for loan losses, noninterest income and noninterest
expense, which are presented as components of segment operating profit or loss. In calculating each operating
segment’s noninterest expense, we consider the direct costs incurred by the operating segment as well as
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certain allocated direct costs. As part of this review, we allocate certain corporate overhead costs to a corporate
account. We do not allocate income taxes to our segments. Additionally, our management reporting model is
predicated on average asset balances; therefore, period-end asset balances are not presented for segment
reporting purposes.

Changes in an individual client’s primary relationship designation have resulted, and in the future may
result, in the inclusion of certain clients in different segments in different periods. Effective January 1, 2011, we
have three segments for management reporting purposes: Global Commercial Bank, SVB Private Bank and SVB
Capital. Previously, we reported based on four segments: Global Commercial Bank, Relationship Management,
SVB Capital and Other Business Services. We have reclassified all prior period amounts to conform to the
current period’s presentation. Refer to Note 20—“Segment Reporting” of the “Notes to Consolidated Financial
Statements” under Part |l, Item 8 of this report for further details.

The following is our segment information for 2011, 2010 and 2009, respectively.
Global Commercial Bank

All components of income before income tax expense discussed below are net of noncontrolling interests.

Year ended December 31,

% Change % Change

(Dollars in thousands) 2011 2010 2011/2010 2009 2010/2009
Net interestincome ..................... S 445,466 S 367,927 21.1% S 380,668 (3.3)%
Provision forloanlosses . ................. (13,494) (42,357) (68.1) (79,867) (47.0)
Noninterestincome ..................... 150,116 136,531 10.0 119,834 13.9
Noninterestexpense .................... (358,712) (307,508) 16.7 __(_22,_5_6_2) 27.3
income before income tax expense ......... S 223,376 $§ 154,593 445 S 179,068 (13.7)
Total average loans, net of unearned

INCOME ..ttt e et e e S 5,099,516 S 3,948,872 29.1 $4,188,908 (5.7)
Total averageassets ..................... 5,603,935 4,281,745 30.9 4,370,702 (2.0)
Total average deposits ................... 15,364,804 11,911,639 29.0 8,679,761 37.2

2011 compared to 2010

Net interest income from our Global commercial Bank {(“GCB”) increased by $77.5 miillion in 2011, primarily
due to a $57.4 million increase in loan interest income resulting mainly from an increase in average loan
balances and a $31.0 million increase in the FTP earned for deposits due to significant deposit growth. These
increases were partially offset by a $28.6 million decrease in the FTP earned for deposits due to decreases in
market interest rates.

We had a provision for loan losses for GCB of $13.5 million in 2011, compared to a provision of $42.4
million in 2010. The provision of $13.5 million in 2011 was primarily due to an increase in the allowance for the
increase in period-end loan balances, partially offset by a decrease in the allowance for our performing loans
due to the strong overall credit quality of our clients.

Noninterest income increased by $13.6 million in 2011, primarily due to an increase in foreign exchange
fees and credit card fees. The increase in foreign exchange fees was primarily due to improving business
conditions for our clients and increased volatility in foreign markets, which has resulted in higher commissioned
notional volumes. Commissioned notional volumes increased to $9.3 billion in 2011, compared to $6.7 billion in
2010. The increase in credit card fees was primarily due to the addition of new credit card clients, as well as an
increase in client activity.
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Noninterest expense increased by $51.2 million in 2011, primarily due to an increase in incentive
compensation and an increase in salaries and wages expenses. The increase in incentive compensation
expenses was due to our strong financial performance in 2011 as we exceeded our internal performance targets
for the year. The increase in salaries and wages was primarily due to an increase in the average number of FTE
employees at GCB, which increased to 1,142 in 2011, compared to 1,046 in 2010, as well as from merit
increases.

2010 compared to 2009

Net interest income from our GCB decreased by $12.7 million in 2010, primarily due to a $45.1 million
decrease in the FTP earned for deposits due to decreases in market interest rates and a $15.1 million decrease
in loan interest income resulting mainly from a decrease in average loan balances. These decreases were
partially offset by a $36.7 million increase in the FTP earned for deposits due to significant deposit growth, as
well as a $6.7 million decrease in interest expense from deposits resulting primarily from decreases in our
deposit rates.

We had a provision for loan losses for GCB of $42.4 million in 2010, compared to a provision of $79.9
million in 2009. The decrease in provision was primarily due to a decrease in net charge-offs as a result of an
improvement in the overall credit quality of our clients for 2010.

Noninterest income increased by $16.7 million in 2010, primarily due to an increase in foreign exchange
fees, credit card fees and deposit service charges. The increase in foreign exchange fees was primarily due to
improving business conditions for our clients, which has resulted in higher commissioned notional volumes.
Commissioned notional volumes increased to $6.7 billion in 2010, compared to $5.0 billion in 2009. The
increase in credit card fees was primarily due to the addition of new credit card clients, as well as an increase in
client activity. The increase in deposit service charges was primarily due to an increase in the volume of
transactions as a result of deposit growth.

Noninterest expense increased by $65.9 million in 2010, primarily due to an increase in incentive
compensation, salaries and wages and ESOP expenses. The increase in incentive compensation and ESOP
expenses was due to us exceeding our internal performance targets for 2010 as compared to our 2009,
incentive compensation levels, which were at half of target levels as we did not achieve ail of our internal
performance targets for 2009. The increase in salaries and wages was primarily due to an increase in the
average number of FTE employees at GCB, which increased to 1,046 in 2010, compared to 999 in 2009, as well
as from merit increases.

SVB Private Bank
Year ended December 31,

% Change % Change
{Dollars in thousands) 2011 2010 2011/2010 2009 2010/2009
Net interestincome .......... ... ... ... ... S 20,466 S 13,015 57.2% S 14,176 (8.2)%
Reduction of (provision for) loanlosses ............ 7,393 (2,271) NM (10,313) (78.0)
Noninterestincome ............. ... . iiiieeenn. 516 496 4.0 371 33.7
Noninterest expense .. ............ccvvrvniuann (10,174) (4,405) 131.0 (2,989) 47.4
Income before income taxexpense ............... $ 18,201 S 6,835 166.3 § 1,245 NM
Total average loans, net of unearned income ....... $658,175 $461,620 42.6  $487,825 (5.4)
Total averageassets .............coviniuvenn.. 658,797 461,697 42.7 487,990 (5.4)
Total average deposits ........... ... ... 186,604 129,536 44,1 107,602 20.4

NM—Not meaningful
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2011 compared to 2010

Net interest income increased by $7.5 million in 2011, primarily due to an increase in loan interest income
resulting primarily from an increase in average loan balances.

SVB Private Bank had a reduction of provision for loan losses of $7.4 million in 2011, compared to a
provision of $2.3 million in 2010. The reduction of provision of $7.4 million in 2011 was primarily due to net
recoveries, partially offset by an increase in allowance for the increase in period-end loan balances.

Noninterest expense increased by $5.8 million in 2011, primarily due to an increase in salaries and wages
and incentive compensation expenses. The increase in salaries and wages expense was primarily due to an
increase in the average number of FTE employees at SVB Private Bank, which increased by 19 to 34 FTEs in
2011, compared to 15 FTEs in 2010. The increase in average FTEs was attributable to increases in positions for
product development, operational, sales and advisory to support the growth of SVB Private Bank. The increase
in incentive compensation expense was due to our strong financial performance in 2011 as we exceeded our
internal performance targets for the year, as well as from growth in FTEs.

2010 compared to 2009

Net interest income decreased by $1.2 million in 2010, primarily due to a decrease in loan interest income
resulting from a decrease in average loan balances.

SVB Private Bank had a provision for loan losses of $2.3 million in 2010, compared to a provision of $10.3
million in 2009. The decrease in provision was primarily due to a decrease in net charge-offs as a result of an
improvement in the overall credit quality of our private banking clients.

Noninterest expense increased by $1.4 million in 2010, primarily due to an increase in incentive
compensation and ESOP expenses. The increases in incentive compensation and ESOP expenses were primarily
due to us exceeding our internal performance targets for 2010 as compared to our 2009 incentive
compensation levels, which were at half of target levels as we did not achieve all of our internal performance
targets for 2009.

SVB Capital
Year ended December 31,

% Change % Change
(Dollars in thousands) 2011 2010 2011/2010 2009 2010/2009
Netinterestincome (loss) .............ovvuivn... S 10 $ - —% S (16) (100.0)%
Noninterestincome ........... ... ... i, 27,358 19,491 40.4 2,365 NM
Noninterestexpense ............ccovviiinuenen.. (13,079) (15,652) (16.4) (15,140) 34
Income (loss) before income tax expense .......... S 14,289 S 3,839 NM $(12,791) (130.0)
Total average assets ..............covvinininenn. $226,423 $157,461 43.8 $136,176 15.6

NM—Not meaningful

SVB Capital’s components of noninterest income primarily include net gains and losses on marketable and
non-marketable securities, carried interest and fund management fees. All components of income before
income tax expense discussed below are net of noncontrolling interests.

We experience variability in the performance of SVB Capital from period to period due to a number of
factors, including changes in the values of our funds’ underlying investments, changes in the amount of
distributions and general economic and market conditions. Such variability may lead to volatility in the gains
and losses from investment securities and cause our results to differ from period to period. Results for a
particular period may not be indicative of future performance.
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2011 compared to 2010

Noninterest income increased by $7.9 million to $27.4 million in 2011, primarily due to higher net gains on
investment securities. SVB Capital’s components of noninterest income primarily include the following:

¢ Net gains on investment securities of $17.1 million in 2011, compared to net gains of $8.6 million in
2010. The net gains on investment securities of $17.1 million in 2011 were primarily related to net
gains of $14.7 million from our managed funds attributable to the continued trend of increased
valuations and liquidity events from companies (primarily internet and social networking).

¢ Fund management fees of $10.7 million in 2011, compared to $10.8 million in 2010.

2010 compared to 2009

Noninterest income increased by $17.1 million to $19.5 million in 2010, primarily due to higher net gains
on investment securities. SVB Capital’s components of noninterest income primarily included, the following:

¢ Net gains on investment securities of $8.6 million in 2010, compared to net losses of $8.0 miilion in
2009. The net gains on investment securities of $8.6 million in 2010 were primarily related to net
gains of $7.8 million from our managed funds primarily related to increased valuations.

¢ Fund management fees of $10.8 million in 2010, compared to $10.3 million in 2009.

Consolidated Financial Condition

Our total assets were $20.0 billion at December 31, 2011, an increase of $2.5 billion, or 13.9 percent,
compared to $17.5 billion at December 31, 2010, which increased by $4.7 billion, or 36.5 percent compared to
$12.8 billion at December 31, 2009. The increase in total assets in 2011 was primarily from growth in our
available-for-sale securities and loan portfolios. This growth was driven by continued growth in our deposit
balances, primarily attributable to growth from new clients and the continued lack of attractive market
investment opportunities for our deposit clients.

Cash and Cash Equivalents

Cash and cash equivalents totaled $1.1 billion at December 31, 2011, a decrease of $2.0 billion, or 63.8
percent, compared to $3.1 billion at December 31, 2010. The decrease was primarily due to the investment of
cash previously held at the Federal Reserve into available-for-sale securities and to fund loan growth.
Additionally, we used cash to settle the maturity of our 3.875% Convertible Notes in April 2011 and to
repurchase $312.6 million of our 5.70% Senior Notes and 6.05% Subordinated Notes in May 2011. These
decreases were partially offset by continued growth in deposits.

As of December 31, 2011 and December 31, 2010, $100.1 million and $2.2 biilion, respectively, of our cash
and due from banks was deposited at the Federal Reserve Bank and was earning interest at the Federal Funds
target rate, and interest-earning deposits in other financial institutions were $371.5 million and $246.3 million,
respectively.

Investment Securities
Investment securities totaled $11.5 billion at December 31, 2011, an increase of $2.9 billion, or

33.6 percent, compared to $8.6 billion at December 31, 2010, which increased by $4.1 billion, or 92.3 percent,
compared to $4.5 billion at December 31, 2009.
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Our investment securities portfolio consists of both an available-for-sale securities portfolio, which
represents interest-earning investment securities, and a non-marketable securities portfolio, which primarily
represents investments managed as part of our funds management business. The following table presents a
profile of our investment securities portfolio at December 31, 2011, 2010 and 2009:

December 31,
(Dollars in thousands) 2011 2010 2009
Available-for-sale securities, at fair value:
U.S. treasury SeCuUrities . .......v it S 25,964 S 26,410 S 26,047
U.S.agencydebentures ......... .. ... . 2,874932 2,835,093 891,753
Residential mortgage-backed securities:
Agency-issued mortgage-backed securities . ............... 1,564,286 1,248,510 1,410,630
Agency-issued collateralized mortgage obligations—fixed
FAlE e e e e 3,373,760 830,466 1,372,375
Agency-issued collateralized mortgage obligations—variable
FALE Lo e 2,413,378 2,879,525 —
Non agency mortgage-backed securities .................. - - 83,696
Agency issued commercial mortgage-backed securities ........ 178,693 — 48,801
Municipal bondsandnotes ................ ... ..ot 100,498 97,580 102,877
Equity securities . ...ttt 4,535 383 2,009
Total available-for-sale securities .. .......................... 10,536,046 7,917,967 3,938,188
Non-marketable securities:
Non-marketable securities (fair value accounting):
Venture capital and private equity fund investments .......... 611,824 391,247 271,316
Other venture capital investments . ........................ 124,121 111,843 96,577
Otherinvestments ........... ... .. it iiiiniinnnn.. 987 981 1,143
Non-marketable securities (equity method accounting):
Otherinvestments ........... .. ... . . .. . i 68,252 67,031 59,660
Low income housing taxcreditfunds . ................... ... 34,894 27,832 26,797
Non-marketable securities (cost method accounting):
Venture capital and private equity fund investments .......... 145,007 110,466 86,019
Otherinvestments ....... ... .. ... i 19,355 12,120 12,019
Total non-marketable securities .. ..., 1,004,440 721,520 553,531
Total investment securities . .. ........ovii e $11,540,486 $8,639,487 $4,491,719

Available-for-Sale Securities

Our available-for-sale securities portfolio is a fixed income investment portfolio that is managed to
optimize portfolio yield over the long-term consistent with our liquidity, credit diversification and asset/liability
strategies. Available-for-sale securities totaled $10.5 billion at December 31, 2011, an increase of $2.6 billion, or
33.1 percent, from $7.9 billion at December 31, 2010, which increased by $4.0 billion, or 101.1 percent, from
$3.9 billion at December 31, 2009. The increase in 2011 was primarily due to purchases of new investments of
$7.1 billion, partially offset by calls and paydowns of $3.2 billion and sales of $1.4 billion in securities. The
purchases of new investments of $7.1 billion in 2011 were primarily comprised of $5.1 billion in fixed-rate
agency-issued mortgage securities and $1.8 billion in U.S. agency debentures. The sales of securities of $1.4
billion in 2011 were comprised entirely of agency-issued mortgage securities.

The increase in 2010 was primarily due to the addition of $2.9 billion in LIBOR based variable rate agency-

issued collateralized mortgage obligations and an increase of $1.9 billion in U.S. agency debentures, partially
offset by a $704.0 million decrease in fixed rate agency-issued mortgage securities.
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Portfolio duration is a standard measure used to approximate changes in the market value of fixed income
instruments due to a change in market interest rates. The measure is an estimate based on the level of current
market interest rates, expectations for changes in the path of forward rates and the effect of forward rates on
mortgage prepayment speed assumptions. As such, portfolio duration will fluctuate with changes in market
interest rates. Changes in portfolio duration are also impacted by changes in the mix of longer versus shorter
term-to-maturity securities. At December 31, 2011, estimated portfolio duration was 1.8 years, compared to 2.5
years at December 31, 2010.

Non-Marketable Securities

Our non-marketable securities portfolio primarily represents investments in venture capital funds, debt
funds and private portfolio companies. A majority of these investments are managed through our SVB Capital
funds business in funds of funds and direct venture funds (also referred to as co-investment funds). Included in
our non-marketable securities carried under fair value accounting are amounts that are attributable to
noncontrolling interests. We are required under GAAP to consolidate 100% of these investments that we are
deemed to control, even though we may own less than 100% of such entities. See below for a summary of the
carrying value (as reported) of non-marketable securities compared to the amounts attributable to SVBFG.

Non-marketable securities were $1.0 billion at December 31, 2011, an increase of $282.9 million or 39.2
percent, from $721.5 million at December 31, 2010, which increased by $168.0 million or 30.3 percent, from
$553.5 million at December 31, 2009.

The increase in non-marketable securities of $282.9 million in 2011 was primarily related to the following:

e An increase of $220.6 million in venture capital and private equity investments accounted for using
fair value accounting from our managed funds of funds due to additional capital calls (net of
distributions) for fund investments of $101.4 million, as well as from valuation gains of $79.8 million.

e An increase of $34.5 million in venture capital and private equity fund investments accounted for
using cost method accounting primarily related to capital calls paid to fund investments.

e An increase of $12.3 million in other venture capital investments accounted for using fair value
accounting primarily related to additional investments from our managed direct venture funds.

The increase in non-marketable securities of $168.0 million in 2010 was primarily related to the following:

e An increase of $119.9 million in venture capital and private equity fund investments accounted for
using fair value accounting from our managed funds of funds primarily due to additional capital calls
for fund investments, as well as from valuation gains.

e An increase of $24.4 million in venture capital and private equity fund investments accounted for
using cost method accounting primarily related to capital calls paid to fund investments.

e An increase of $15.3 million in other venture capital investments accounted for using fair value
accounting primarily related to additional investments from our managed direct venture funds.
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The following table summarizes the carrying value (as reported) of nonmarketable securities compared to
the amounts attributable to SVBFG (which generally represents the carrying value times our ownership
percentage) at December 31, 2011, 2010 and 2009:

December 31,

2011 2010 2009
Carrying Amount Carrying Amount Carrying Amount
value attributable value attributable value attributable

(Dollars in thousands) {as reported) to SVBFG (as reported) to SVBFG {as reported) to SVBFG
Non-marketable securities (fair value

accounting):

Venture capital and private equity fund

investments (1) ................... S 611,824 S 77,674 $391,247 $ 69,676 $271,316 $ 39,150

Other venture capital investments (2} ... 124,121 11,333 111,843 10,504 96,577 9,577

Otherinvestments .................. 987 493 981 491 1,143 571
Non-marketable securities {(equity method

accounting):

Otherinvestments .................. 68,252 68,252 67,031 67,031 59,660 58,875

Low income housing tax credit funds . . .. 34,894 41,290 27,832 27,832 26,797 26,797
Non-marketable securities (cost method

accounting):

Venture capital and private equity fund

investments ..................... 145,007 145,007 110,466 110,466 86,019 86,019

Otherinvestments ................... 19,355 12,959 12,120 12,120 12,019 12,019

Total non-marketable securities . .. ....... $1,004,440 $357,008 $721,520 $298,120 $553,531 $233,008

(1) The following table shows the amount of venture capital and private equity fund investments by the following consolidated funds and
amounts attributable to SVBFG for each fund at December 31, 2011, 2010 and 2009:

December 31,

2011 2010 2009
Carrying Amount Carrying Amount Carrying Amount
value attributable value attributable value attributable

(Dollars in thousands) (as reported) toSVBFG (asreported) toSVBFG (asreported) to SVBFG

SVB Strategic Investors Fund, LP ......... S 39,567 $ 4,970 S 44,722 S 5,618 S 50,508 S 6,345

SVB Strategic Investors Fund il, LP ........ 122,619 10,510 94,694 8,117 85,820 7,356

SVB Strategic Investors Fund ill, LP . ... .. .. 218,429 12,824 146,613 8,607 102,568 6,022

SVB Strategic Investors Fund IV, LP ....... 122,076 6,104 40,639 2,032 13,677 684

Strategic Investors Fund V,LP ........... 8,838 31 — — — .

SVB Capital Preferred Return Fund, LP . .. .. 42,580 11,571 23,071 12,262 8,330 8,330

SVB Capital—NT Growth Partners, LP ... .. 43,958 20,176 28,624 24,434 10,413 10,413

SVB Capital Partners|Il,LP ............... 2,390 121 4,506 229 - -

Other private equityfund ............... 11,367 11,367 8,378 8,377 — —
Total venture capital and private equity

fundinvestments ................... $611,824 $77,674 $391,247 $69,676 $271,316 $39,150

(2) The following table shows the amount of other venture capital investments by the following consolidated funds and amounts
attributable to SVBFG for each fund at December 31, 2011, 2010 and 2009:

December 31,

2011 2010 2009
Carrying Amount Carrying Amount Carrying Amount
value attributable value attributable value attributable
(Dollars in thousands) (as reported) to SVBFG (as reported) to SVBFG {as reported) to SVBFG
Silicon Valley BancVentures, LP ......... $ 17,878 S 1,912 S 21,371 $ 2,286 $24,023 $2,569
SVB Capital Partnersil,LP . ............. 61,099 3,103 51,545 2,618 36,847 1,871
SVB India Capital Partners |, LP .......... 42,832 6,162 38,927 5,600 35,707 5,137
SVB Capital Shanghai Yangpu Venture
Capital Fund . ............ ... ... ... 2,312 156 — - - —
Total other venture capital investments . ... $124,121 $11,333 $111,843 $10,504 $96,577 $9,577
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Loans

The following table details the composition of the loan portfolio, net of unearned income as of the five

most recent year-ends:

December 31,

{Dollars in thousands) 2011 2010 2009 2008 2007
Commercial loans:

SOftWare ..ot e $2,492,849 $1,820,680 $1,381,855 $1,730,051 $1,314,252

Hardware ............cciiiiiinnininnnnnnn 952,303 641,052 599,918 918,546 624,207

Venture capital/privateequity . ............... 1,117,419 1,036,201 927,848 1,058,030 769,776

Lifescience ........oviiiviinnn i 863,737 575,944 517,268 597,632 405,666

Premiumwine(l) ........... ..o, 130,245 144,972 143,062 150,286 124,480

Other . oot i e e e e e e 342,147 375,928 176,750 210,759 208,010
Commercialloans .............cccoviiiiiennnn.. 5,898,700 4,594,777 3,746,701 4,665,304 3,446,391
Real estate secured loans:

Premiumwine (1) ....... . oiviiiiiiin 345,988 312,255 298,839 269,564 251,028

Consumerloans(2) .........ovivivivinnnnnnn 534,001 361,704 241,284 223,012 178,823
Real estatesecuredloans .............c.oiiinn. 879,989 673,959 540,123 492,576 429,851
Constructionloans(3) ........ ..., 30,256 60,178 59,926 48,062 51,808
ConNsSUMErl0ans ... iii ittt iie e 161,137 192,823 201,344 300,311 223,680
Total loans, net of unearned income (4)(5) .......... $6,970,082 $5,521,737 $4,548,094 $5,506,253 $4,151,730

(1)

()

(3)
(4)
(5)

Included in our premium wine portfolio are gross construction loans of $110.8 million, $119.0 million,
$122.1 million, $114.6 million and $121.7 million at December 31, 2011, 2010, 2009, 2008 and 2007,
respectively.

Consumer loans secured by real estate at December 31, 2011, 2010, 2009, 2008 and 2007 were comprised
of the following:

December 31,

(Dollars in thousands) 2011 2010 2009 2008 2007

Loans for personal residences ............. $350,359 $189,039 S 64,678 S 58,702 S 45,061
Loans to eligible employees ............... 99,704 88,510 86,147 74,762 48,966
Home equity linesof credit ............... 83,938 84,155 90,459 89,548 84,796
Consumer loans secured by real estate . .. ... $534,001  $361,704  $241,284  $223,012  $178,823

Construction loans consist of low income housing loans made to fulfill our responsibilities under the
Community Reinvestment Act and are primarily secured by real estate.

Unearned income, net of deferred costs, was $60.2 million, $45.5 million, $34.9 miilion, $45.4 million and
$26.4 million in 2011, 2010, 2009, 2008 and 2007, respectively.

Included within our total loan portfolio are credit card loans of $49.7 million, $32.5 million and $24.6
million at December 31, 2011, 2010 and 2009, respectively. We did not have any credit card loans at
December 31, 2008 and 2007.

The increase in commercial loans from December 31, 2010 to December 31, 2011 came from all our client

industry segments, with particularly strong growth in loans to software industry clients.
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Loan Concentration

Loan concentrations may exist when there are borrowers engaged in similar activities or types of loans
extended to a diverse group of borrowers that could cause those borrowers or portfolios to be similarly
impacted by economic or other conditions. A substantial percentage of our loans are commercial in nature. The
breakdown of total gross loans and total loans as a percentage of gross loans by industry sector is as follows:

December 31, 2011 December 31, 2010

Industry sector (Dollars in thousands) Amount Percentage Amount Percentage
Commercial loans:

SO tWaArE .. i e $2,517,890 35.8% $1,839,119 33.0%

Hardware . ... e e 961,869 13.7 647,545 11.6

Venture capital/privateequity ..................... 1,128,520 16.1 1,046,696 18.8

Lifescience ......... ..ot 872,413 124 581,777 10.5

Premiumwing . ... ... i e 131,552 1.9 144,953 2.6

Other ... e 345,588 49 380,162 6.8
Total commercialloans . ......... ... ... .. ... ... 5,957,832 84.8 4,640,252 83.3
Real estate secured loans:

Premium WINe ... i e 347,241 4.9 312,215 5.6

Consumerloans . . .ooovi ittt e e 533,817 7.6 361,607 6.5
Total real estate securedloans ......................... 881,058 12.5 673,822 121
Constructionloans ........... ... .. 30,319 0.4 60,360 1.1
Consumerloans . . ..oo vttt e e 161,112 2.3 192,771 35
Total gross loans . ...ttt e $7,030,321 100.0% $5,567,205 100.0%
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The following table provides a summary of loans by size and category. The breakout of the categories is
based on total client balances (individually or in the aggregate) as of December 31, 2011:

December 31, 2011
Less than Five FivetoTen Tento Twenty Twenty to Thirty Thirty Million

{Dollars in thousands) Million Million Million Million or More Total
Commercial loans:

Software ................ S 764,200 $ 429,670 $ 578,248 S 715,772 $ 30,000 $2,517,890

Hardware ................ 306,557 166,619 133,505 116,305 238,883 961,869

Venture capital/private

equity . ....... oL 277,087 232,775 127,848 53,000 437,810 1,128,520

Lifescience .............. 251,921 140,786 187,874 171,702 120,130 872,413

Premiumwine (1) ......... 69,418 13,971 42,763 5,400 — 131,552

Other ................... 90,110 14,915 82,849 45,435 112,279 345,588
Commercialloans ............. 1,759,293 998,736 1,153,087 1,107,614 939,102 5,957,832
Real estate secured loans:

Premium wine (1) ......... 119,708 75,161 75,247 45,625 31,500 347,241

Consumerloans(2) ........ 434,406 41,177 39,302 18,932 — 533,817
Real estate secured loans ....... 554,114 116,338 114,549 64,557 31,500 881,058
Constructionloans ............ 7,581 22,738 — — — 30,319
Consumerloans(2) ............ 59,713 32,105 21,294 3,000 45,000 161,112
Totalgrossloans .............. $2,380,701 $1,169,917 $1,288,930 1,175,171 $1,015,602 $7,030,321

(1) Premium wine clients can have loan balances included in both commercial loans and real estate secured
loans, the total of which are used for the breakout of the above categories.

(2) Consumer loan clients have loan balances included in both real estate secured loans and other consumer
loans, the total of which are used for the breakout of the above categories.

At December 31, 2011, gross loans (individually or in the aggregate) totaling $2.2 billion, or 31.2 percent of

our portfolio, were equal to or greater than $20 million to any single client. These loans represented 71 clients,
and of these loans, none were on nonaccrual status as of December 31, 2011.
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The following table provides a summary of loans by size and category. The breakout of the categories is
based on total client balances (individually or in the aggregate) as of December 31, 2010:

December 31, 2010

Less than Five Five to Ten Ten to Twenty Twenty to Thirty Thirty Million
{Dollars in thousands) Miltion Million Million Million or More Total

Commercial loans:

Software .................. S 687,672 $297,053 § 525,097 $299,297 $ 30,000 $1,839,119
Hardware ................. 248,919 172,876 139,990 51,418 34,342 647,545
Venture capital/private
equity ...... ... 237,792 210,297 189,209 70,324 339,074 1,046,696
Lifescience ................ 201,674 98,453 92,085 21,160 168,405 581,777
Premiumwine (1) ........... 72,019 13,589 52,845 6,500 — 144,953
Other..................... 109,030 32,206 66,404 20,198 152,324 380,162
Commercialloans ............... 1,557,106 824,474 1,065,630 468,897 724,145 4,640,252
Real estate secured loans:
Premiumwine (1) ........... 106,335 82,020 76,546 47,314 - 312,215
Consumerloans(2) .......... 282,293 32,989 46,325 - - 361,607
Real estate secured loans . ........ 388,628 115,009 122,871 47,314 — 673,822
Constructionloans .............. 24,342 21,703 14,315 - - 60,360
Consumerioans(2).............. 71,411 32,303 49,857 — 39,200 192,771
Totalgrossloans ................ $2,041,487 $993,489 $1,252,673 $516,211  $763,345 $5,567,205

(1) Premium wine clients can have loan balances included in both commercial loans and real estate secured
loans, the total of which are used for the breakout of the above categories.

(2) Consumer loan clients have loan balances included in both real estate secured loans and other consumer
loans, the total of which are used for the breakout of the above categories.

At December 31, 2010, gross loans (individually or in the aggregate) totaling $1.3 billion, or 23.0 percent of
our portfolio, were equal to or greater than $20 million to any single client. These loans represented 38 clients,
and of these loans, none were on nonaccrual status as of December 31, 2010.

The credit profile of our clients varies across our loan portfolio, based on the nature of the lending we do
for different market segments. Our technology and life sciences loan portfolio includes loans to clients at all
stages of their life cycles, beginning with our SVB Accelerator practice, which serves our emerging or early-stage
clients. Loans provided to early-stage clients represent a relatively small percentage of our overall portfolio at
approximately 8 percent of total gross loans at December 31, 2011, compared to 9 percent of total gross loans
at December 31, 2010. Typically these loans are made to companies with modest or negative cash flows and no
established record of profitable operations. Repayment of these loans may be dependent upon receipt by
borrowers of additional equity financing from venture capitalists or others, or in some cases, a successful sale to
a third party or a public offering. Venture capital firms may provide financing at lower levels, more selectively or
on less favorable terms, which may have an adverse effect on our borrowers that are otherwise dependent on
such financing to repay their loans to us. When repayment is dependent upon the next round of venture
investment and there is an indication that further investment is unlikely or will not occur, it is often likely the
company would need to be sold to repay debt in full. If reasonable efforts have not yielded a likely buyer willing
to repay all debt at the close of the sale or on commercially viable terms, the account will most likely be
deemed to be impaired.
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At December 31, 2011, our lending to venture capital/private equity firms represented 16.1 percent of
total gross loans, compared to 18.8 percent of total gross loans at December 31, 2010. Many of these clients
have capital call lines of credit, the repayment of which is dependent on the payment of capital calls by the
underlying limited partner investors in the funds managed by these firms.

At December 31, 2011, our asset-based lending, which consists primarily of working capital lines, and our
accounts receivable factoring represented 8.8 percent and 5.4 percent, respectively, of total gross loans,
compared to 8.5 percent and 6.5 percent, respectively at December 31, 2010. The repayment of these
arrangements is dependent on the financial condition, and payment ability, of third parties with whom our
clients do business which could be impacted.

Approximately 43.7 percent of our outstanding total gross loan balances as of December 31, 2011 were to

borrowers based in California, compared to 45.9 percent as of December 31, 2010. Other than California, there
are no states with balances greater than 10 percent.

71



As of December 31, 2011, 72.8 percent, or $5.1 billion, of our outstanding total gross loans were variable-
rate loans that adjust at a prescribed measurement date upon a change in our prime-lending rate or other
variable indices, compared to 74.1 percent, or $4.1 billion, as of December 31, 2010. The following table sets
forth the remaining contractual maturity distribution of our gross loans by industry sector at December 31,

2011, for fixed and variable rate loans:

Remaining Contractual Maturity of Gross Loans

After One
Year and
One Year Through After Five

(Dollars in thousands) or Less Five Years Years Total
Fixed rate loans:
Commercial loans:

Software . ... .. .. S 86,595 $ 324,144 S — § 410,739

Hardware ........... . ... . . . i 36,598 198,728 7,232 242,558

Venture capital/privateequity ................... 47,934 5,711 900 54,545

Lifescience . ... e 26,038 340,960 80,000 446,998

Premiumwine ........ ... .. i 699 13,870 3,795 18,364

Other ... . 77,847 21,000 - 98,847
Total commercialloans ............. ... ... . ... ..... 275,711 904,413 91,927 1,272,051
Real estate secured loans:

Premiumwine .......... ... ... .. ... ... ... 6,154 78,562 157,701 242,417

Consumerloans .......... it 6,074 34,837 323,103 364,014
Total real estate securedloans ....................... 12,228 113,399 480,804 606,431
Constructionloans . ........ .. ... . i 21,296 111 6,268 27,675
(00T 1 U 3 0 1= gl (o Y- L3 S 500 1,185 1,168 2,853
Total fixed-rateloans .. ........ .. ... .. ... .. ... . ..... $ 309,735 $1,019,108 $580,167 51,909,010
Variable-rate loans:
Commercial loans:

Software . ... . . $ 559,191 §$1,505,260 S 42,700 §$2,107,151

Hardware ... 193,644 525,667 - 719,311

Venture capital/privateequity ................... 831,113 231,429 11,433 1,073,975

Lifescience . ... ... i 92,626 302,789 30,000 425,415

Premiumwine ....... ... ... ... . . . i 70,494 42,694 — 113,188

Other .. 104,024 126,367 16,350 246,741
Total commercialloans ............. ... . ... ... 1,851,092 2,734,206 100,483 4,685,781
Real estate secured loans:

Premiumwine .......ciiiiiiiiiii i, 26,927 56,015 21,882 104,824

Consumerifoans ............... .. .. 19,523 62,987 87,293 169,803
Total real estate securedloans .......... ... 46,450 119,002 109,175 274,627
Constructionloans . ......... i — 2,616 28 2,644
ConSUMErloans . ...ttt 141,290 13,854 3,115 158,259
Total variable-rateloans ............................ $2,038,832 $2,869,678 $212,801 55,121,311
Totalgrossloans ................. ... $2,348,567 $3,888,786 $792,968 $7,030,321

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

grant loans with unconditional extension terms.
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Loan Administration

The Directors’ Loan Committee (“DLC”) of our Board of Directors oversees our credit policies. Our DLC
periodically reviews, and approves where appropriate, our credit policies, our loan underwriting, approval, and
monitoring activities.

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

Credit Quality Indicators

As of December 31, 2011, our criticized loans represented 8.5 percent of our total gross loans. This
compares to 7.0 percent at December 31, 2010, 11.0 percent at December 31, 2009, 13.0 percent at
December 31, 2008 and 8.6 percent at December 2007. A majority of our criticized loans are from our SVB
Accelerator practice, serving our emerging or early stage clients, and make up about 8 percent of our loan
portfolio. It is common for an early stage client’s remaining liquidity to fall temporarily below the threshold for
a pass-rated credit during its capital-raising period for a new round of funding. This situation typically lasts only
a few weeks and, in our experience, generally resolves itself with a subsequent round of venture funding. As a
result, we expect that each of our early-stage clients will be managed through our criticized portfolio during a
portion their life cycle. We believe that our current criticized loan levels are representative of ongoing levels of
criticized assets.
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Credit Quality and Allowance for Loan Losses

The following table presents a summary of the activity for the allowance for loan losses as of the five most
recent year-ends:

Year ended December 31,

(Dollars in thousands) 2011 2010 2009 2008 2007
Allowance for loan losses balance, beginning of year ....... $82,627 $72,450 $107,396 S 47,293 $42,747
Charge-offs:
Commercial loans:
Software ... e (10,252) (16,230) (38,869) (26,702) (12,088)
Hardware .......... ..., (4,828) (10,568) (58,261) (8,077) (6,044)
Venture capital/privateequity .. .................. - — (10,635) — (326)
Lifescience ..........o i i (4,201) (17,629) (16,853) (2,725) (787)
Premiumwine .......... ... .. .. i (449) (1,457) (3,107) (309) (4)
(07111 S (3,954)  (4,866) (2,245)  (2,326) (29)
Total commercialloans ................ ..., (23,684) (50,750} (129,970) (40,139) (19,278)
ConsumMErloans . .....vuiirnei et (220) (489) (13,600) (7,676) (100)
Totalcharge-offs ........ .. it (23,904) (51,239) (143,570) (47,815) (19,378)
Recoveries:
Commercial loans:
Software ... e 11,659 5,838 2,284 3,931 3,253
Hardware .........coiiiiiriniii it 455 5,715 12,645 2,441 3,377
Venture capital/privateequity . ...........oia. .. — - - 294 28
Lifescience .......coiiiien it 6,644 3,738 2,708 252 11
Premiumwine .......... ... .. . it 1,223 222 55 170 66
Other .. i e e 471 737 413 113 353
Total commercialloans .................. .o v, 20,452 16,250 18,105 7,201 7,088
Consumerloans ..........ouiuiuinvnen e 4,671 538 339 4 -
Totalrecoveries ...ttt e 25,123 16,788 18,444 7,205 7,088
Provisionforloanlosses .. ....... .. ... s, 6,101 44,628 90,180 100,713 16,836
Allowance for loan losses balance, end ofyear .. ............. $89,947 $82627 $ 72,450 $107,396 $ 47,293

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

December 31,
2011 2010 2009 2008 2007
Loans as Loans as Loans as Loans as Loans as
Percent of Percent of Percent of Percent of Percent of
ALLL Total ALLL Total ALLL Total ALLL Total ALLL Total
(Dollars in thousands) Amount Lloans (1) Amount Loans (1) Amount Loans{l) Amount Loans(l) Amount Loans (1)
Commercial loans:
Software ............. $38,263 35.8% $29,288 33.0% $24,209 30.4% $ 29,007 31.4% $16,155 31.6%
Hardware ............ 16,810 13.7 14,688 11.6 16,194 13.2 21,604 16.7 12,826 15.0
Venture capital/private
equity ............. 7,319 16.1 8,241 18.8 5,664 20.4 30,540 19.2 7,200 18.5
Life science ........... 10,243 124 9,077 10.5 9,651 114 7,989 10.8 3,370 9.8
Premiumwine ........ 3,914 6.8 5,492 8.2 4,652 9.7 4,094 7.6 3,358 9.0
Other................ 5,817 53 5,318 7.9 3,877 53 3,717 4.9 2,289 6.5
Total commercial loans ... 82,366 90.1 72,104 90.0 64,247 90.4 96,951 90.6 45,198 90.4
Consumerloans ......... 7,581 9.9 10,523 10.0 8,203 9.6 10,445 9.4 2,095 9.6
Total ...... ... ... ... $89,947 100.0% $82,627 100.0% $72,450 100.0% $107,396 100.0% $47,293 100.0%

(1) Represents loan category as a percentage of total gross loans as of year end.
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Nonperforming Assets

Nonperforming assets consist of loans past due 90 days or more that are still accruing interest, loans on
nonaccrual status, and foreclosed property classified as Other Real Estate Owned (“OREQO”). We measure all
ioans placed on nonaccrual status for impairment based on the fair value of the underlying collateral or the net
present value of the expected cash flows. The table below sets forth certain data and ratios between
nonperforming loans, nonperforming assets and the allowance for loan losses.

December 31,

{Dollars in thousands) 2011 2010 2009 2008 2007
Gross nonperforming loans:
Loans past due 90 days or more still
accruinginterest . ............... S — S 44 S 2456 $ 2,330 S _
Impairedloans ................... 36,617 39,426 50,227 84,919 7,634
Total gross nonperforming loans ......... 36,617 39,470 52,683 87,249 7,634
ORED ...ttt — — 220 1,250 1,908
Total nonperforming assets ............. S 36617 S 39470 $§ 52,903 S 88499 S 9,542
Nonperforming loans as a percentage of
totalgrossloans .................... 0.52% 0.71% 1.15% 1.57% 0.18%
Nonperforming assets as a percentage of
totalassets ........................ 0.18 0.23 0.41 0.88 0.14
Allowance for loanlosses ............... S 89947 S 82627 S 72,450 S 107,396 S 47,293
As a percentage of total gross loans 1.28% 1.48% 1.58 % 1.93% 1.13%
As a percentage of total gross
nonperforming loans ............ 245.64 209.34 137.52 123.09 619.50
Allowance for loan losses for impaired
0anNs ...t $ 3707 $§ 6936 S 888 S 25911 S 1,391
As a percentage of total gross loans 0.05 % 0.12% 0.19% 047 % 0.03%
As a percentage of total gross
nonperformingloans ............ 10.12 17.57 16.83 29.70 18.22
Allowance for loan losses for total gross
performingloans ................... S 86240 $§ 75691 S§ 63,582 S 81,485 $ 45,902
As a percentage of total gross loans 1.23% 1.36 % 139% 147 % 1.10%
As a percentage of total gross
performingloans ............... 1.23 1.37 1.40 1.49 1.10
Reserve for unfunded credit
commitments (1) ................... $ 21,811 $ 17,414 S 13,331 $ 14,698 S 13,446
Totalgrossloans ...................... 7,030,321 5,567,205 4,582,966 5,551,636 4,178,098
Total gross performingloans ............ 6,993,704 5,527,735 4,530,283 5,464,387 4,170,464
Total unfunded credit commitments ...... 7,206,379 6,270,505 5,338,726 5,630,486 4,938,625

(1) The “Reserve for unfunded credit commitments” is included as a component of other liabilities. See
“Provision for (Reduction of) Unfunded Credit Commitments” above for a discussion of the changes to the

reserve.
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Nonaccrual Loans

The following table presents a detailed composition of nonaccrual loans by industry sector as of the five
most recent year-ends:

December 31,

{Dollars in thousands) 2011 2010 2009 2008 2007
Commercial loans:

Software . ... $ 1,142 $ 3,292 $ 8,059 $ 6,140 $2,566

Hardware . ... ... .. . 5,183 3,824 15,823 5,827 370

Venture capital/private equity ...................... — — — 43,965 —

Lifescience . ... 311 3,412 1,833 5,008 —

Premiumwine ............. 0 i 3,212 6,162 285 — 4,476

Other ... .. 5,353 2,177 2,901 1,260 —
Total commercialloans ............. .. ..., 15,201 18,867 28,901 62,200 7,412
Consumer loans:

Real estate securedioans ............ ... ... ....... 18,283 20,559 21,165 20,227 —

Otherconsumerloans ............ ... ... ..., 3,133 — 161 2,492 222
Totalconsumerloans . ........... i, 21,416 20,559 21,326 22,719 222
Total nonaccrual loans . .. ... $36,617 539,426 $50,227 $84,919 $7,634

If the nonaccrual loans for 2011, 2010, 2009, 2008 and 2007 had not been impaired, $3.4 million, $3.1
million, $7.7 million, $0.5 million and $0.7 million, respectively, in interest income would have been recorded.

Accrued Interest Receivable and Other Assets

A summary of accrued interest receivable and other assets as of December 31, 2011 and 2010 is as follows:

December 31,

(Dollars in thousands) 2011 2010 % Change
Derivative assets, ross (1) . .. .ovit et i $ 97,693 $115,222 (15.2)%
Foreign exchange spot contract assets, Bross .............c.cooviiininn.. 86,610 13,335 NM
Accrued interestreceivable ......... ... ... 58,108 47,830 21.5
Accountsreceivable ... ... 49,076 10,311 NM
FHLBand FRB STOCK . ...t e e 39,189 38,618 1.5
Prepaid FDIC asseSSMeNts . .. .ottt et e e e e 8,776 17,530 (49.9)
Deferred tax @ssets (2) . ...ttt — 41,871 (100.0)
Other @SSetS . ot v ettt e 37,402 43,470 (14.0)
Total accrued interest receivable and otherassets . ...................... $376,854 $328,187 14.8

NM—Not meaningful

(1) See “Derivatives” section below.

(2) Our deferred taxes moved to a net liability position at December 31, 2011, primarily due to an increase in
the fair value of our available-for-sale securities portfolio. See “Other Liabilities” below.

Foreign Exchange Spot Contract Assets
Foreign exchange spot contract assets represent unsettled client trades at the end of the period. The
increase of $73.3 million was primarily due to increased client trade activity at period-end, and is offset by an

increase in foreign exchange spot contract liabilities (see “Other Liabilities” section below).
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Accrued Interest Receivable

Accrued interest receivable consists of interest on available-for-sale securities and loans. The increase of
$10.3 million was primarily due to an increase in interest receivable for our available-for-sale securities as a
result of a $2.6 billion increase in our portfolio from December 31, 2010 (See “Available-For-Sale Securities”
section above for further details).

Accounts Receivable

The increase in accounts receivable of $38.8 million from December 31, 2010 was primarily due to
unsettled client trades related to our off-balance sheet sweep money market product.

Prepaid FDIC Assessments

In 2009 the FDIC required insured financial institutions to prepay their estimated quarterly risk-based
assessments for 2010 through 2012. The decrease of $8.8 million from December 31, 2010 was due to the
amortization of this prepayment during 2011.

Derivatives
Derivative instruments are recorded as a component of other assets or other liabilities on the balance

sheet. The following table provides a summary of derivative assets and liabilities as of December 31, 2011 and
2010:

December 31,

{Dollars in thousands) 2011 2010 % Change
Assets:

EQUItY Warrant assels .. ... ...t e $ 66,953 S 47,565 40.8%
Foreign exchange forward and optioncontracts ......................... 18,326 11,349 61.5
Interest rate SWaps . ..ottt e e 11,441 52,017 (78.0)
Loan conversion OPtioNS . . ... v ittt e e e 923 4,291 (78.5)
Clientinterestrate derivatives . ......... .. ... it 50 — -
Total derivatives @SSets . ..o v vttt e e $97,693 $115,222  (15.2)
Liabilities:

Foreign exchange forward and optioncontracts ......................... (16,816) (10,267) 63.8
Clientinterestratederivative .. .......... ... .. .. i (52) — —
Total derivatives liabilities ......... .. ... i i $(16,868) $(10,267) 64.3
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Equity Warrant Assets

In connection with negotiating credit facilities and certain other services, we often obtain rights to acquire
stock in the form of equity warrant assets in primarily private, venture-backed companies in the technology and
life science industries. At December 31, 2011, we held warrants in 1,174 companies, compared to 1,157
companies at December 31, 2010. The change in fair value of equity warrant assets is recorded in gains on
derivatives instruments, net, in noninterest income, a component of consolidated net income. The following
table provides a summary of transactions and valuation changes for equity warrant assets for the years ended
December 31, 2011 and 2010, respectively:

Year ended December 31,

(Dollars in thousands) 2011 2010
Balance, beginningof period . ........ .. .. .. . . S 47,565 $41,292
New equity warrant @ssets . . ...ttt i e e 15,240 8,654
Non-cashincreasesinfairvalue ......... ... ... . . . i 21,381 4,520
Exercised equity warrant assets ............. . i e (15,427) (3,413)
Terminated equity Warrant assets ... .. ...ttt e (1,806) (3,488)
Balance, end of period ....... ...t $ 66,953 $47,565

Interest Rate Swaps

The decrease of $40.6 million from December 31, 2010 was due to the repurchase of $312.6 million of our
5.70% Senior Notes and 6.05% Subordinated Notes in May 2011 and the termination of corresponding amounts
of the interest rate swaps associated with these notes. For information on our interest rate swaps, see Note
12— “Derivative Financial Instruments” of the “Notes to the Consolidated Financial Statements” under Part i,
Item 8 in this report.

Foreign Exchange Forward and Foreign Currency Option Contracts

We enter into foreign exchange forward contracts and foreign currency option contracts with clients
involved in foreign activities, either as the purchaser or seller, depending upon the clients’ need. For each
forward or option contract entered into with our clients, we enter into an opposite way forward or option
contract with a correspondent bank, which mitigates the risk to us of fluctuations in currency rates. We enter
into forward contracts with correspondent banks to economically reduce our foreign exchange exposure
related to certain foreign currency denominated loans. Revaluations of foreign currency denominated loans are
recorded on the line item “Other” as part of noninterest income, a component of consolidated net income. We
have not experienced nonperformance by a counterparty and therefore have not incurred related losses.
Further, we anticipate performance by all counterparties. Our net exposure for foreign exchange forward and
foreign currency option contracts at December 31, 2011 and 2010 amounted to $1.5 million and $1.1 million,
respectively. For additional information on our foreign exchange forward contracts and foreign currency option
contracts, see Note 12—“Derivative Financial Instruments” of the “Notes to the Consolidated Financial
Statements” under Part I, Item 8 in this report.
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Deposits

The following table presents the composition of our deposits as of December 31, 2011, 2010, and 2009:

December 31,

(Dollars in thousands) 2011 2010 2009

Noninterest-bearingdemand ................ ... ... ... ...... $11,861,888 S 9,011,538 S 6,298,988
Negotiable order of withdrawal (NOW) ....................... 112,690 69,287 53,200
Moneymarket ........ . i e 2,483,406 2,272,883 1,292,215
Money market deposits in foreign offices ..................... 117,638 98,937 49,722
Sweep deposits in foreignoffices ........... ... ... .. .. ... ..., 1,978,165 2,501,466 2,305,502
T 155,749 382,830 332,310
Total deposits .. ...t $16,709,536 $14,336,941 $10,331,937

The increase in deposits of $2.4 billion in 2011 was primarily due to increases in our noninterest-bearing
demand deposits of $2.9 billion, partially offset by a decrease in our interest-bearing deposits of $477.8 million.
The increase in deposits balances was primarily due to growth from new clients and the continued lack of
attractive market investment opportunities for our deposit clients. The decrease in interest-bearing deposits
was primarily due to our increased efforts to guide clients towards products that are more appropriate for
them, resulting in a shift of deposits off the balance sheet.

The increase in deposits of $4.0 billion in 2010 was primarily due to increases in our noninterest-bearing
demand deposits of $2.7 billion and money market deposits of $980.7 million. These increases were primarily
due to the lack of attractive market investment opportunities for our deposit clients.

At December 31, 2011, 29.0 percent of our total deposits were interest-bearing deposits, compared to 37.1
percent at December 31, 2010 and 39.0 percent at December 31, 2009.

At December 31, 2011, the aggregate amount of time deposit accounts individually equal to or greater
than $100,000 totaled $126.0 million, compared to $343.5 million at December 31, 2010 and $281.2 million at
December 31, 2009. At December 31, 2011, substantially all time deposit accounts individually equal to or
greater than $100,000 were scheduled to mature within one year. No material portion of our deposits has been
obtained from a single depositor and the loss of any one depositor would not materially affect our business. The
maturity profile of our time deposits as of December 31, 2011 is as follows:

December 31, 2011

More than More than six More than
Three months  three months months to twelve
{Dollars in thousands) or less to six months  twelve months months Total
Time deposits, $100,000 andover . .............. $59,703 $19,952 $45,947 $400 $126,002
Othertimedeposits ................ ... ...... 17,950 5,253 6,544 — 29,747
Total time deposits . . ...t $77,653 $25,205 $52,491 $400 $155,749

Short-Term Borrowings

The following table summarizes our short-term borrowings that mature in one month or less:

December 31,

2011 2010 2009
(Dollars in thousands) Amount m Amount Rate Amount Rate
Other short-term borrowings (1) ...t ... S— —% $37,245 r13-% $38,755 E%
Total short-term borrowings ........... ... i E — $37,245 0.13 $38,755 0.05

(1) Amounts for 2010 and 2009 represents cash collateral called from counterparties for our interest rate
swap agreements related to our 5.70% Senior Notes and 6.05% Subordinated Notes.
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Average daily balances and maximum month-end balances for our short-term borrowings in 2011, 2010
and 2009 are as follows:

Year ended December 31,

(Dollars in thousands) 2011 2010 2009
Average daily balances:
Federal Fundspurchased (1) ....... ... ... i, $ 2478 § 2211 S 342
FHLB advancCes . .. ..cvii ittt e e e e et e 55 — —
Securities sold under agreementstorepurchase ........................ 1,666 — —
Other short-term borrowings (2) . ......... ... i 12,795 47,761 45,791

$16,994 $49,972 $46,133

Maximum month-end balances:
Federal Fundspurchased . ....... .. .. ... . i S — S - S —
FHLB @dVances ... ..ottt it et et et et et et e — — —
Securities sold under agreementstorepurchase ........................ - — -
Other short-term borrowings . ......... i 38,645 59,735 56,450

(1) As part of our liquidity risk management practices, we regularly test availability and access to overnight
borrowings in the Fed Funds market. These balances represent short-term borrowings.

(2) Represents cash collateral received from counterparties for our interest rate swap agreements related to
our 5.70% Senior Notes and 6.05% Subordinated Notes.

Long-Term Debt

The following table represents outstanding long-term debt at December 31, 2011, 2010 and 2009:

Principal value at December 31,

(Dollars in thousands) December 31, 2011 2011 2010 2009

5.375% SeniorNotes ........... ... ..., $350,000 $347,793 S 347,601 $ -
5.70% SeniorNotes . ........ ... i, 141,429 143,969 265,613 269,793
6.05% Subordinated Notes ........................ 45,964 55,075 285,937 276,541
3.875% ConvertibleNotes . ............ ..., - - 249,304 246,991
Junior Subordinated Debentures ................... 50,000 55,372 55,548 55,986
Otherlong-termdebt ............ ... ... ......... 1,439 1,439 5,257 7,339
Total long-termdebt ............. ... .o, $603,648 $1,209,260 $856,650

The decrease of $605.6 million in our long-term debt in 2011 was primarily due to the repurchase of
$312.6 million of our 5.70% Senior Notes and 6.05% Subordinated Notes in May 2011 and the maturity of
$250.0 million of our 3.875% Convertible Notes in April 2011. The increase in our long-term debt in 2010 was
primarily due to the issuance of $350 million in 5.375% Senior Notes in September 2010.

For more information on of our long-term debt, please refer to Note 11—“Short-Term Borrowings and
Long-Term Debt” of the “Notes to the Consolidated Financial Statements” under Part ll, ltem 8 in this report.
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Other Liabilities

A summary of other liabilities as of December 31, 2011 and 2010 is as follows:

Year ended December 31,

{Dollars in thousands) 2011 2010 % Change
Foreign exchange spot contract liabilities, gross . ........................ $152,727 $ 16,705 NM%
Accrued compensation . ... ... e e 114,472 79,068 44.8
Reserve for unfunded creditcommitments . .. ............. ... ... .. ..., 21,811 17,414 25.2
Derivative liabilities, gross (1) ..ot i i i 16,868 10,267 64.3
Deferred tax liabilities (2) . . .. .. ..o e 7,975 - —
L0 12 V=] 91,468 72,583 26.0
Total other liabilities . ........ . oot i e e $405,321 $196,037 106.8

NM—Not meaningful

(1) See “Derivatives” section above.

(2) Our deferred taxes moved to a net liability position at December 31, 2011, primarily due to an increase in
the fair value of our available-for-sale securities portfolio.

Foreign Exchange Spot Contract Liabilities

Foreign exchange spot contract liabilities represent unsettled client trades at the end of the period. The
increase of $136.0 million was primarily due to increased client trade activity at period-end, and is partially
offset by an increase in foreign exchange spot contract assets. (See “Accrued Interest Receivable and Other
Assets” section above).

Accrued Compensation

Accrued compensation includes amounts for vacation time, our Incentive Compensation Plans, Direct Drive
Incentive Compensation Plan, Long-Term Cash Incentive Plan, Retention Program, Warrant Incentive Plan, ESOP
and other compensation arrangements. Accrued compensation increased by $35.4 million in 2011 as a result of
us exceeding our internal performance targets for 2011. For a description of our variable compensation plans
please refer to Note 15—“Employee Compensation and Benefit Plans” of the “Notes to the Consolidated
Financial Statements” under Part Il, item 8 in this report.

Reserve for Unfunded Credit Commitments

The level of reserve for unfunded credit commitments is determined following a methodology that
parallels that used for the allowance for loan losses. We recognized a provision for unfunded credit
commitments of $4.4 million in 2011, compared to $4.1 million in 2010. The provision for unfunded credit
commitments of $4.4 million in 2011 was primarily due to an increase in unfunded credit commitments and
letters of credit balances, as well as from changes in the composition of the unfunded loan commitments. Total
unfunded credit commitments balance increased to $7.2 billion as of December 31, 2011, compared to $6.3
billion as of December 31, 2010.

Other Liabilities

Other liabilities increased by $18.9 million primarily due to a $15.1 million increase in amounts payable
related to additional investments in low income housing tax credit funds.
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Noncontrolling Interests

Noncontrolling interests totaled $681.0 million and $473.9 million at December 31, 2011 and 2010,
respectively. The increase of $207.1 million was primarily due to net income attributable to noncontrolling
interests of $110.9 million at December 31, 2011, primarily from our managed funds of funds, as well as $96.2
miflion of contributed capital (net of distributions) primarily from investors in our managed funds.

Capital Resources

Our management seeks to maintain adequate capital to support anticipated asset growth, operating needs
and unexpected credit risks, and to ensure that SVB Financial and the Bank are in compliance with all regulatory
capital guidelines. Our primary sources of new capital include retained earnings and proceeds from the sale and
issuance of capital stock or other securities. Our management engages, in consuitation with our Finance
Committee of the Board of Directors, in a regular capital planning process in an effort to make effective use of
the capital available to us and to appropriately plan for our future capital needs. The capital plan considers
capital needs for the foreseeable future and allocates capital to both existing and future business activities.
Expected future use or activities for which capital may be set aside include balance sheet growth and associated
relative increases in market or credit exposure, investment activity, potential product and business expansions,
acquisitions and strategic or infrastructure investments.

SVBFG Stockholders’ Equity

SVBFG stockholders’ equity totaled $1.6 billion at December 31, 2011, an increase of $295.0 million, or
23.2 percent compared to $1.3 billion at December 31, 2010. This increase was primarily the result of net
income of $171.9 million in 2011, an increase in additional-paid-in-capital of $61.9 million primarity from stock
option exercises during 2011 and an increase in accumulated other comprehensive income of $61.3 million
resulting from increases in the fair value of our available-for-sale securities portfolio as a result of decreases in
market interest rates. For a summary of our SVBFG stockholders’ equity, please refer to the “Consolidated
Statements of Stockholders’ Equity” under Part Il, Item 8 in this report.

Funds generated through retained earnings are a significant source of capital and liquidity and are
expected to continue to be so in the future.
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Capital Ratios

Regulatory capital ratios for SVB Financial and the Bank exceed minimal federal regulatory guidelines for a
well-capitalized depository institution as of December 31, 2011, 2010 and 2009. See Note 19—“Regulatory
Matters” of the “Notes to the Consolidated Financial Statements” under Part I, Item 8 in this report for further
information. Capital ratios for SVB Financial and the Bank, compared to the minimum regulatory ratios to be
considered “well capitalized” and “adequately capitalized”, are set forth below:

Minimum ratio Minimum ratio to

December 31, to be “Well be “Adequately
2011 2010 2009 Capitalized” Capitalized”

SVB Financial:
Total risk-based capitalratio ...................... 13.95% 17.35% 19.94% 10.0% 8.0%
Tier 1 risk-based capitalratio ................... ... 12.62 13.63 15.45 6.0 4.0
Tierlleverageratio ..............oiiirnnnnnn. 792 796 9.53 N/A 4.0
Tangible common equity to tangible assets

ratio(1)(2) .....oviii 7.86 7.27 878 N/A N/A
Tangible common equity to risk-weighted assets

Fatio (1)(2) .« vttt 13.25 13.54 15.05 N/A N/A
Bank:
Total risk-based capitalratio ...................... 12.33% 15.48% 17.05% 10.0% 8.0%
Tier 1 risk-based capitalratio . ..................... 10.96 11.61 12.45 6.0 4.0
Tierlleverageratio ............. oo i, 6.87 682 7.67 5.0 4.0
Tangible common equity to tangible assets

ratio (I2) ... 7.18 6.61 7.50 N/A N/A
Tangible common equity to risk-weighted assets

Fatio (1)(2) «vv et 11.75 11.88 12.53 N/A N/A

(1) See below for a reconciliation of non-GAAP tangible common equity to tangible assets and tangible
common equity to risk-weighted assets.

(2) The Federal Reserve has not issued any minimum guidelines for the tangible common equity to tangible
assets ratio or the tangible common equity to risk-weighted assets ratio. However, we believe these ratios
provide meaningful supplemental information regarding our capital levels and are therefore provided
above

2011 compared to 2010

Our total risk-based capital ratio (includes tier 1 and tier 2 capital components) for both SVB Financial and
the Bank declined primarily due to our repurchase of $204.0 miliion of our 6.05% Subordinated Notes as these
notes are considered tier 2 capital instruments, as well as from increases in risk-weighted assets (loans and
available-for-sale securities). Our tier 1 risk-based capital ratios for both SVB Financial and the Bank declined
due to increases in risk-weighted assets. Our tier 1 leverage ratios for both SVB Financial and the Bank remained
relatively flat, as our growth in assets was largely offset by growth in retained earnings and additional
paid-in-capital. All of our ratios at December 31, 2011 remain above the levels to be considered “well
capitalized”.

2010 compared to 2009

Annual growth in core earnings was the primary driver for increases in nominal total tier 1 capital for SVB
Financial and the Bank for 2010. Despite growth in regulatory capital, increases in loans and available-for-sale
securities relative to cash balances resuited in a general decline in risk-based capital ratios. The change is due to
the impact of changes in the overall mix of risk-weighted assets as higher risk-weighted loans and
available-for-sale securities increased. Increases in off-balance sheet unfunded loan commitments with

83



expirations greater than 1 year also contributed to higher risk-weighted assets. For both SVB Financial and the
Bank, decreases in the tier 1 leverage ratio reflect continued growth in average assets, which is due primarily to
an increase in client deposits.

The tangible common equity to tangible assets ratio and the tangible common equity to risk-weighted
assets ratios are not required by GAAP or applicable bank regulatory requirements. However, we believe these
ratios provide meaningful supplemental information regarding our capital levels. Our management uses, and
believes that investors benefit from referring to, these ratios in evaluating the adequacy of the Company’s
capital levels; however, this financial measure should be considered in addition to, not as a substitute for or
preferable to, comparable financial measures prepared in accordance with GAAP. These ratios are calculated by
dividing total SVBFG stockholders’ equity, by total period-end assets or risk-weighted assets, after reducing both
amounts by acquired intangibles and goodwill. The manner in which this ratio is calculated varies among
companies. Accordingly, our ratio is not necessarily comparable to similar measures of other companies. The
following table provides a reconciliation of non-GAAP financial measures with financial measures defined by
GAAP:

SVB Financial

Non-GAAP tangible common equity and tangible assets December 31, December 31, December 31, December 31, December 31,
(dollars in thousands, except ratios) 2011 2010 2009 2008 2007
GAAP SVBFG stockholders’ equity .......... $ 1,569,392 $ 1,274,350 $ 1,128,343 $ 991,356 S 676,369
Less:

Preferredstock ....................... — — — 221,185 -

Goodwill .......... ... ... — — — 4,092 4,092

Intangibleassets . ..................... 601 847 665 1,087 1,632
Tangible commonequity ................. $ 1,568,791 $ 1,273,503 $ 1,127,678 S 764,992 S 670,645
GAAPtotalassets ....................... $19,968,894 $17,527,761 $12,841,399 $10,018,280 $6,692,171
Less:

Goodwill ........ ... ... .. . — — — 4,092 4,092

Intangibleassets . ..................... 601 847 665 1,087 1,632
Tangibleassets ......................... $19,968,293 $17,526,914 $12,840,734 $10,013,101 $6,686,447
Risk-weighted assets .................... $11,837,902 $ 9,406,677 $ 7,494,498 $ 8,220,447 $6,524,021
Tangible common equity to tangible assets .. 7.86% 7.27% 8.78% 7.64% 10.03%
Tangible common equity to risk-weighted

ASSetS . ... e 13.25 13.54 15.05 9.31 10.28

Bank

Non-GAAP tangible common equity and tangible assets December 31, December 31, December 31, December 31, December 31,
(dollars in thousands, except ratios) 2011 2010 2009 2008 2007
Tangible commonequity .................. $ 1,346,854 $ 1,074,561 S 914,068 $ 695,438 $ 586,949
Tangibleassets ................ ... ... $18,758,813 $16,268,589 $12,186,203 $9,419,440 $6,164,111
Risk-weighted assets ..................... $11,467,401 $ 9,047,907 $ 7,293,332 $8,109,332 $6,310,721
Tangible common equity to tangible assets ... 7.18% 6.61% 7.50% 7.38% 9.52%
Tangible common equity to risk-weighted

ASSelS . ... e e 11.75 11.88 12.53 8.58 9.30

2011 compared to 2010

For both SVB Financial and the Bank, the tangible common equity to tangible assets ratios increased due to
an increase in retained earnings, an increase in accumulated other comprehensive income from increases in the
fair value of our available-for-sale securities portfolio, and an increase in additional-paid-in-capital from stock
option exercises during 2011. This growth was partially offset by increases in tangible assets which reflects our
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continued growth in deposit and loan balances. For both SVB Financial and the Bank, the tangible common
equity to risk-weighted assets ratios decreased due to increases in risk-weighted assets (loans and
available-for-sale securities), partially offset by an increase in tangible common equity (as discussed above).

2010 compared to 2009

For both SVB Financial and the Bank, the tangible common equity to tangible assets ratio decreased due to
an increase in tangible assets which reflects our continued growth in deposit balances. This increase was
partially offset by an increase in tangible equity from an increase in retained earnings. For both SVB Financial
and the Bank, the decrease in tangible common equity to risk-weighted assets ratio is reflective of higher loans
and available-for-sale securities balances, as well as lower cash balances.

Off-Balance Sheet Arrangements and Aggregate Contractual Obligations

In the normal course of business, we use financial instruments with off-balance sheet risk to meet the
financing needs of our customers. These financial instruments include commitments to extend credit,
commercial and standby letters of credit and commitments to invest in venture capital and private equity fund
investments. These instruments involve, to varying degrees, elements of credit risk. Credit risk is defined as the
possibility of sustaining a loss because other parties to the financial instrument fail to perform in accordance
with the terms of the contract. Please refer to the discussion of our off-balance sheet arrangements in Note
17—“Off-Balance Sheet Arrangements, Guarantees and Other Commitments” of the “Notes to Consolidated
Financial Statements” under Part |l, Item 8 in this report.
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As of December 31, 2011, we, or the funds in which we have an ownership interest and manage, had the
following unfunded contractual obligations and commercial commitments.

Payments Due By Period

After 5
(Dollars in thousands) Total Less than 1year  1-3 years 4-5 years years
SVBFG Contractual obligations:
BOMOWINGS .ttt ittt $ 603,648 S 145,408 S ) — $458,240
Non-cancelable operating leases, net of income from
subleases . ... ... 78,877 14,742 24,018 14,409 25,708
Remaining unfunded commitments to other fund
investments (1) .......... ... i, 86,811 86,811 — — —
Remaining unfunded commitments to Partners for
Growth, LP .. ... ... . 9,750 9,750 — — —
Remaining unfunded commitments to Partners for
GrowthIlLLP ... ... ... i 4,950 4,950 — - —
Commitment to joint venture bank (2} .............. 78,558 78,558 - - —
Commitments to low income housing tax credit
funds .. .. 21,526 8,589 11,994 627 316
Otherobligations .............. i, 19,499 5,265 7,589 6,645 -
SVBFG unfunded commitments to our managed funds:
SVB Strategic Investors Fund, LP (1) ................. 688 688 — — —
SVB Strategic Investors Fund I LP (1) ............... 1,950 1,950 — - —
SVB Strategic Investors Fund lIl, LP (1) ............... 3,000 3,000 — — —
SVB Strategic Investors Fund IV, LP (1) . .............. 5,997 5,997 — - —
Strategic Investors Fund V,LP ..................... 460 460 — — —
SVB Capital—NT Growth Partners, LP (1) . ............ 1,340 1,340 - — —
Silicon Valley BancVentures, LP (1) .................. 270 270 — — —
SVB Capital Partners I, LP (1) ...................... 222 222 — — -
SVB India Capital Partners |, LP (1} .................. 1,364 1,364 - - —
SVB Capital Shanghai Yangpu Venture Capital Fund (1) .. 159 159 — — —
Total obligations attributable toSVBFG ............ S 919,069 S 369,523 S 43,601 S 21,681 $484,264
Remaining unfunded commitments to venture capital
and private equity funds by our consolidated
managed funds of funds:
SVB Strategic Investors Fund, LP (1) ................. S 2,311 § 2,311 $ - S - S -
SVB Strategic Investors Fund I, LP (1) ............... 12,145 12,145 — - —
SVB Strategic Investors Fund I, LP (1) ............... 60,040 60,040 — — -
SVB Strategic Investors Fund IV, LP (1) .. ............. 137,375 137,375 — — —
Strategic Investors Fund V,LP .. ................... 43,628 43,628 —_ — —
SVB Capital Preferred Return Fund, LP (1} ............ 23,234 23,234 — — —
SVB Capital —NT Growth Partners, LP (1) ............. 26,373 26,373 — — -
Other private equity fund (1) ...................... 4,659 4,659 - - -
Total obligations to venture capital and private equity
funds by our consolidated managed funds of
funds ... .. $ 309,765 $ 309,765 S ) - S —
Amount of commitment expiring per period
After 5
(Dollars in thousands) Total Less than 1 year 1-3 years 4-5 years years
Other commercial commitments:
Total commitmentsto extendcredit ................ $8,047,818 $5,558,844  $1,908,293 $520,372 $ 60,309
Standby lettersof credit ............ ... ... ... ..., 855,611 769,341 67,449 4,515 14,306
Commercial lettersofcredit .. ..................... 5,580 5,580 - — -
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(1) See Note 7—“Investment Securities”—of the “Notes to the Consolidated Financial Statements” under Part
H, item 8 in this report, for further disclosure related to non-marketable securities. We make commitments
to invest in venture capital and private equity funds, which in turn make investments generally in, or in
some cases make loans to, privately held companies. Commitments to invest in these funds are generally
made for a ten-year period from the inception of the fund. Although the limited partnership agreements
governing these investments typically do not restrict the general partners from calling 100% of committed
capital in one year, it is customary for these funds to generally call most of the capital commitment over
five to seven years. The actual timing of future cash requirements to fund these commitments is generally
dependent upon the investment cycle, overall market conditions, and the nature and type of industry in
which the privately held companies operate.

(2) Represents our capital commitment of 500 million Chinese Renminbi (calculated based on current
exchange rates) under our agreement to form a joint venture bank in China.

Liquidity

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

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

Our deposit base is, and historically has been, our primary source of liquidity. Our deposit levels and cost of
deposits may fluctuate from time to time due to a variety of factors, including market conditions, prevailing
interest rates, changes in client deposit behaviors, availability of insurance protection, and our offering of
deposit products. At December 31, 2011, our period-end total deposit balances increased by $2.4 billion to
$16.7 billion, compared to $14.3 billion at December 31, 2010. The overall increase in deposit balances was
primarily due to growth from new clients and the continued lack of attractive market investment opportunities
for our deposit clients. This growth has been a continuing trend since 2009. Under the Dodd-Frank Act,
unlimited FDIC insurance is currently available for noninterest-bearing accounts until January 1, 2013.

Our liquidity requirements can also be met through the use of our portfolio of liquid assets. Our definition
of liquid assets includes cash and cash equivalents in excess of the minimum levels necessary to carry out
normal business operations, short-term investment securities maturing within one year, available-for-sale
securities eligible and available for financing or pledging purposes with a maturity in excess of one year and
anticipated near-term cash flows from investments.

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

Below is a summary of our average cash position and statement of cash flows for 2011, 2010 and 2009,
respectively:

Year ended December 31,

{Dollars in thousands) 2011 2010 2009
Average cash and cash equivalents ........................... $ 2,257,597 $4,101,839 S 3,572,093
Percentage of total averageassets . ............. .., 12.1% 27.6% 31.5%
Net cash provided by operating activities ...................... S 166,287 $ 163,228 S 86,963
Net cash used for investing activities .......................... (4,038,851) (5,052,707) (1,857,466)
Net cash provided by financing activities ....................... 1,911,080 4,453,058 2,846,631
Net (decrease) increase in cash and cash equivalents ............. $(1,961,484) S (436,421) $ 1,076,128

In analyzing our liquidity for 2011, 2010 and 2009, reference is made to our consolidated statements of
cash flows for the years ended December 31, 2011, 2010 and 2009; see “Consolidated Financial Statements and
Supplemental Data” under Part ll, item 8 in this report.

Average cash and cash equivalents decreased by $1.8 billion to $2.3 billion in 2011, compared to $4.1
billion in 2010. The decrease was primarily due to the investment of cash and cash equivalents into
available-for-sale securities and to fund loan growth.

2011

Cash provided by operating activities was $166.3 million in 2011, which included net income before
noncontrolling interests of $282.8 million. Significant adjustments for items that increased cash provided by
operating activities included $62.7 million of net foreign exchange spot contracts, a $35.4 million increase in
accrued compensation, $27.8 million of amortization of premiums on available-for-sale securities, $27.5 million
of depreciation and amortization and $18.2 million of amortization of share-based compensation. Significant
adjustments for items that decreased cash provided by operating activities included $195.0 million of net gains
on investment securities (which is inclusive of noncontrolling interests), $61.2 million of deferred loan fee
amortization, a $38.8 million increase in accounts receivable and $26.2 million of net changes in the fair value of
derivatives.

Cash used for investing activities was $4.0 billion in 2011. Net cash outflows included purchases of
available-for-sale securities of $7.1 billion, a net increase in loans of $1.4 billion, purchases of non-marketable
securities of $224.0 million and purchases of premises and equipment of $30.8 million. Net cash inflows
included proceeds from the sales, maturities and pay downs of available-for-sale securities of $4.6 billion, sales
or distributions of non-marketable securities of $117.3 million and recoveries of $25.1 million from loans
previously charged-off.

Cash provided by financing activities was $1.9 billion in 2011. Net cash inflows included increases in
deposits of $2.4 billion, capital contributions (net of distributions) from noncontrolling interests of $96.2 million,
proceeds of $37.0 million from the termination of portions of interest rate swaps associated with our 5.70%
Senior Notes and 6.05% Subordinated Notes and proceeds from issuance of common stock and ESPP of $36.9
million. Net cash outflows included payments of $346.4 million (including repurchase premiums and associated
fees) for the repurchase of portions of our 5.70% Senior Notes and 6.05% Subordinated Notes, settlement of
the maturity of $250.0 million of our 3.875% Convertible Notes, and a decrease in short-term borrowings of
$37.2 million due to the return of collateral to our counterparties that we had previously held related to our
interest rate swaps.

Cash and cash equivalents at December 31, 2011 were $1.1 billion.
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2010

Cash provided by operating activities was $163.2 million in 2010, which included net income before
noncontrolling interests of $136.8 million. Significant adjustments for items that increased cash provided by
operating activities included $44.6 million of provision for loan losses, a $41.2 million increase in accrued
compensation, $28.0 million of amortization of premiums on investment securities, $19.3 million of
depreciation and amortization, $13.8 million of share-based compensation expense and a $16.7 million
decrease in income tax receivable. Significant adjustments for items that decreased cash provided by operating
activities included $93.4 million of net gains on investment securities and $50.5 million of deferred loan fee
amortization.

Cash used for investing activities was $5.1 billion in 2010. Net cash outflows included purchases of
available-for-sale securities of $6.8 billion, a net increase in loans of $983.1 million, purchases of
non-marketable securities of $172.8 million and purchases of premises and equipment of $27.1 million. Net
cash inflows included proceeds from the sales, maturities and pay downs of available-for-sale securities of $2.8
billion, sales of non-marketable securities of $64.9 million and the recovery of $16.8 million from loans
previously charged-off.

Cash provided by financing activities was $4.5 billion in 2010. Net cash inflows included increases in
deposits of $4.0 billion, net proceeds from issuance of our 5.375% Senior Notes of $344.5 million, capital
contributions from noncontrolling interests of $85.7 million and proceeds from issuance of common stock of
$24.0 million. Net cash outflows included $6.8 million from the repurchase of a warrant under the CPP.

Cash and cash equivalents at December 31, 2010 were $3.1 billion.
2009

Cash provided by operating activities was $87.0 million in 2009, which included net income before
noncontrolling interests of $10.6 million. Significant adjustments for items that increased cash provided by
operating activities included $90.2 million of provision for loan losses, $31.2 million in net losses on investment
securities, $20.3 million of depreciation and amortization, $15.1 million of amortization of premiums on
investment securities, $14.8 million in share-based compensation amortization, tax benefit of original issue
discount of $10.7 million, and net changes of $3.5 million in the fair value of derivatives. Significant adjustments
for items that decreased cash provided by operating activities included $52.5 million of deferred loan fee
amortization, $28.2 million of prepaid FDIC assessments, net changes of $14.8 million in income tax receivable,
net changes of $10.0 million in accrued interest and net changes of $6.7 million in foreign exchange spot
contracts.

Cash used for investing activities was $1.9 billion in 2009. Net cash outflows included purchases of
available-for-sale securities of $3.3 billion and purchases of nonmarketable securities of $124.8 million. Net
cash inflows included a net decrease in loans of $849.6 million, proceeds from the sales, maturities, and pay
downs of available-for-sale securities of $716.0 million, proceeds from the sale of nonmarketable securities of
$23.7 million, and proceeds from recoveries of charged-off loans of $18.4 million.

Cash provided by financing activities was $2.8 billion in 2009. Net cash inflows included increases in
deposits of $2.9 billion and net proceeds from the issuance of common stock under our public equity offering of
$292.1 million. Net cash outflows included our redemption of preferred stock under the CPP of $235.0 million
and repayments of other long-term debt of $102.6 million.

Cash and cash equivalents at December 31, 2009 were $3.5 billion.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Interest Rate Risk Management

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

Interest rate risk is managed by our ALCO. ALCO reviews the market valuation and 12-month forward
looking earnings sensitivity of assets and liabilities to changes in interest rates, structural changes in investment
and funding portfolios, loan and deposit activity and current market conditions. Adherence to relevant policies,
which are approved by the Finance Committee of our Board of Directors, is monitored on an ongoing basis.

Management of interest rate risk is carried out primarily through strategies involving our available-for-sale
securities, available funding channels and capital market activities. In addition, our policies permit the use of
off-balance sheet derivative instruments to assist in managing interest rate risk.

We utilize a simulation model to perform sensitivity analysis on the market value of portfolio equity and
net interest income under a variety of interest rate scenarios, balance sheet forecasts and proposed strategies.
The simulation model provides a dynamic assessment of interest rate sensitivity embedded in our balance sheet
which measures the estimated variability in forecasted results relating to changes in market interest rates over
time. We review our interest rate risk position on a quarterly basis at a minimum.

Model Simulation and Sensitivity Analysis

One application of the aforementioned simulation model involves measurement of the impact of market
interest rate changes on our market value of portfolio equity (“MVPE”). MVPE is defined as the market value of
assets, less the market value of liabilities, adjusted for any off-balance sheet items. A second application of the
simulation model measures the impact of market interest rate changes on our net interest income (“NlI”)
assuming a static balance sheet as of the period-end reporting date. The market interest rate changes that
affect us are principally short-term interest rates and include the following: (1) National Prime and SVB Prime
rates (impacts the majority of our variable rate loans); (2) LIBOR {impacts our variable rate available-for-sale
securities, our 5.70% Senior Notes and 6.05% Subordinated Notes, and a portion of our variable rate loans); and
(3) Fed Funds target rate (impacts cash and cash equivalents). Additionally, deposit pricing generally follows
overall changes in short-term interest rates.
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The following table presents our MVPE and NIl sensitivity exposure at December 31, 2011 and
December 31, 2010, related to an instantaneous and sustained parallel shift in market interest rates of 100 and
200 basis points (“bps”).

Estimated increase/ Estimated Increase/
Estimated (Decrease) in MVPE Estimated (Decrease) In NIl
Change in interest rates (basis points) MVPE Amount Percent Nl Amount Percent
(Dollars in thousands)
December 31, 2011:
4200 .. e $2,137,370 $(195,532) (8.4)% $737,863 $108,840 17.3%
+100 ... e 2,141,664 (191,238) (8.2) 672,941 43,918 7.0
e e e e 2,332,902 - -_— 629,023 - —
F100 L 2,580,856 247,954 10.6 592,639 (36,384) (5.8)
2200 L e 2,587,646 254,744 109 583,671 (45,352) (7.2)
December 31, 2010:
+200 .. $1,751,856 $ 72,018 4.3% $613,871 $112,795 22.5%
+100 ... 1,688,368 8,530 0.5 544,870 43,794 8.7
EE 1,679,838 - - 501,076 - —
100 L 1,858,246 178,408 10.6 484,575 (16,501) (3.3)
200 L 1,956,178 276,340 16.5 475,716 (25,360) (5.1)

Market Value of Portfolio Equity

The estimated MVPE in the preceding table is based on a combination of valuation methodologies
including a discounted cash flow analysis {for non-option based products) and a multi-path lattice based
valuation (for option embedded products). Both methodologies use publicly available market interest rates. The
model simulations and calculations are highly assumption-dependent and will change regularly as our asset/
liability structure changes, as interest rate environments evolve, and as we change our assumptions in response
to relevant circumstances. These calculations do not reflect the changes that we anticipate or may make to
reduce our MVPE exposure in response to a change in market interest rates as a part of our overall interest rate
risk management strategy.

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

Our base case MVPE at December 31, 2011 increased from December 31, 2010 by $653.1 million primarily
due to the overall growth in the balance sheet as our available-for-sale securities and loans grew by $2.6 billion
and $1.4 billion, respectively, while we reduced our cash and cash equivalents by $2.0 billion. Additionally, the
maturity of $250.0 million of our 3.875% Convertible Notes and our repurchase of $312.6 million of 5.70%
Senior Notes and 6.05% Subordinated Notes contributed to the increase in MVPE. The growth in our asset base
was mostly offset by a $2.4 billion increase in our deposit balances. MVPE sensitivity increased in the simulated
upward interest rate movement primarily due to additional investments in fixed-rate available-for-sale
securities throughout the year. The increase was partially offset by the growth in noninterest-bearing deposits.
in the simulated downward interest rate movements, MVPE sensitivity decreased due to a combination of
growth in fixed-rate available-for-sale securities and deposit rates being at or near their absolute floors thus
muting the effects of the downward interest rate shocks.
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12-Month Net Interest Income Simulation

Our expected 12-month NIl at December 31, 2011 increased from December 31, 2010 by $127.9 million
primarily due to overall growth in the loan portfolio and the investment of excess cash into higher yielding
available-for-sale securities. Additionally, the maturity of $250.0 million of our 3.875% Convertible Notes and
our repurchase of $312.6 million of our 5.70% Senior Notes and 6.05% Subordinated Notes contributed to the
improvement. The growth in total assets was funded primarily by growth in deposits. NIl sensitivity in the
simulated upward interest rate movements decreased due primarily to the increase in fixed-rate
available-for-sale securities and interest-bearing deposits. In the simulated downward interest rate movements,
the NIl sensitivity increased slightly due to assumed faster prepayments of mortgage securities and an assumed
increase in callable U.S. agency debentures being retired prior to their contractual maturities.

The simulation model used for above analysis embeds floors in our interest rate scenarios, which prevents
model benchmark rates from moving below 0.0%. Current modeling assumptions maintain SVB’s prime lending
rate at its existing level {currently at 4.0%) until the National Prime Index has been adjusted upward by a
minimum of 75 bps (to 4.0%), as we did not lower the Bank’s prime lending rate despite the 75 bps decrease in
the target Federal Funds rates in December 2008. While we do have a portion of the loans in the portfolio
indexed off of the National Prime Rate, the majority of our floating rate loans are indexed off of the SVB Prime
Rate. These assumptions may change in future periods based on management discretion. Actual changes in our
deposit pricing strategies may differ from our current model assumptions and may have an impact on our
overall sensitivity.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
SVB Financial Group:

We have audited SVB Financial Group and subsidiaries’ (the “Company”) internal control over financial
reporting as of December 31, 2011, based on criteria established in internal Control—Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The Company’s
management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying
Management’s Report on Internal Control over Financial Reporting (Iltem 9A.(b}}. 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 obtain reasonable
assurance about whether effective internal control over financial reporting was maintained in all material
respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing
the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk. Our audit also included performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion,

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

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

In our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2011, based on criteria established in Internal Control—Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated balance sheets of the Company as of December 31, 2011 and 2010, and
the related consolidated statements of income, comprehensive income, stockholders’ equity, and cash flows for
each of the years in the three-year period ended December 31, 2011, and our report dated February 28, 2012
expressed an unqualified opinion on those consolidated financial statements.

/s/ KPMG LLP

San Francisco, California
February 28, 2012
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item 8. Consolidated Financial Statements and Supplementary Data
Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
SVB Financial Group:

We have audited the accompanying consolidated balance sheets of SVB Financial Group and subsidiaries’
(the “Company”) as of December 31, 2011 and 2010, and the related consolidated statements of income,
comprehensive income, stockholders’ equity, and cash flows for each of the years in the three-year period
ended December 31, 2011. These consolidated financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these consolidated financial statements based on
our audits.

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of the Company as of December 31, 2011 and 2010, and the resuits of their
operations and their cash flows for each of the years in the three-year period ended December 31, 2011, in
conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the Company’s internal control over financial reporting as of December 31, 2011, based
on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO), and our report dated February 28, 2012 expressed an
unquaiified opinion on the effectiveness of the Company’s internal control over financial reporting.

/s/ KPMG LLP

San Francisco, California
February 28, 2012
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SVB FINANCIAL GROUP AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

December 31,

(Dollars in thousands, except par value and share data) 2011 2010
Assets
Cashandcashequivalents .......... ... i, $ 1,114,948 $ 3,076,432
Available-for-sale securities . ...........c. ittt e 10,536,046 7,917,967
Non-marketable securities . .......... i e 1,004,440 721,520
INVESTMENt SECUNTIES ..o ittt i it ettt it e 11,540,486 8,639,487
Loans, netof unearned income .. ...... ... .. e 6,970,082 5,521,737
Allowance for [0an 10sSes . .. ..ottt i e (89,947) (82,627)
Nt IO@NS o . ettt ettt e e e e e 6,880,135 5,439,110
Premises and equipment, net of accumulated depreciation and amortization .... 56,471 44,545
Accrued interest receivable and otherassets ............ .. .. ... . i 376,854 328,187
Total @SSetS . ... oo e e e e e $19,968,894 $17,527,761
Liabilities and total equity
Liabilities:
Deposits:
Noninterest-bearingdemand ............ ... . . i i i i $11,861,888 S 9,011,538
Interest-bearing . ....... i 4,847,648 5,325,403
Total deposits ... oot e 16,709,536 14,336,941
Short-term borrowings .. ...t i -_— 37,245
Other liabilities .. ...t e e e 405,321 196,037
Long-termdebt ...... ..o 603,648 1,209,260
Totalliabilities . .......... . i i i e i 17,718,505 15,779,483
Commitments and contingencies (Note 17 and Note 23)
SVBFG stockholders’ equity:
Preferred stock, $0.001 par value, 20,000,000 shares authorized; no shares
issued and outStanNding . .. .. ..ottt — —
Common stock, $0.001 par value, 150,000,000 shares authorized; 43,507,932
shares and 42,268,201 shares outstanding, respectively . ................. 44 42
Additional paid-incapital ........... e e 484,216 422,334
Retained arings .. oo vttt i e e e 999,733 827,831
Accumulated other comprehensiveincome . .. ....... ..., 85,399 24,143
Total SVBFG stockholders’ equity .......... ... ... ... . ... 1,569,392 1,274,350
Noncontrolling interests . ....... ...ttt 680,997 473,928
Total eqUItY ..ot e 2,250,389 1,748,278
Total liabilitiesand totalequity . . ........ .. .. ... ... . i $19,968,894 $17,527,761

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

Year ended December 31,

{Dollars in thousands, except per share amounts) 2011 2010 2009
Interest income:
e T 13T PPN $389,830 $319,540 $335,806
Available-for-sale securities:
Taxable ... e e e 165,449 127,422 81,536
NON-TaXablE . ..o e e e e e e 3,623 3,809 4,094
Federal funds sold, securities purchased under agreements to resell and other short-term
INVESEMENT SECUMTIES . ... . i i e ittt et i e e e enaonraeanens 6,486 10,960 9,790
B3 12 (= =Ty QT ol T o= 565,388 461,731 431,226
Interest expense:
PP oSS ot e e e s 8,862 14,778 21,346
O OWINES . ottt e e e e e 30,249 28,818 27,730
Total INtEreSt EXPONS . . o .ottt e e e s 39,111 43,596 49,076
LA Lo AT} =T =1 AT ot 4 = PPN 526,277 418,135 382,150
Provision for [0an 10SSES . .. ...ttt it e e e e 6,101 44,628 90,180
Net interest income after provision for loanlosses ......... ... . coiiiiiii i, 520,176 373,507 291,970
Noninterest income:
Gains (losses) on investment SECUNtIes, NBL .. .. ...ttt it ens 195,034 93,360 (31,209)
FOreign eXChange fEeS . . ...ttt i e e e e e e 43,891 36,150 30,735
Gains (losses) on derivative INStrUMENTS, Net . . ... .ottt i et e i 38,681 9,522 (753)
DEPOSit SErVICE ChargES . . . v ottt ittt e e e e 31,208 31,669 27,663
Credit card fEeS .. ..ot e e e e e e 18,741 12,685 9,314
Client iNVesStMENt fEES . .. ..o i et e e e 12,421 18,020 21,699
Letters of credit and standby letters of creditfees .......... ... . .. 12,201 10,482 10,333
[ 1 -1 30,155 35,642 29,961
Total NONINEEISt INCOMIE . .ottt et it et et e it ettt ettt ittt aae s 382,332 247,530 97,743
Noninterest expense:
Compensation and benefits . ........ .. .. e e 313,043 248,606 189,631
PrOfesSIONal SEIVICES . . .ottt et e e e e e e e 60,807 56,123 46,540
Premises and equUiPMeNnt . .. ... . e e 28,335 23,023 23,270
Business development and travel . ... i e s 24,250 20,237 14,014
LA = o T of o o = | o o PN 19,624 19,378 17,888
(o0 T T 13 3 1 T=1 O 10,298 16,498 17,035
Correspondent bank fEES . ... ...ttt e e s 9,052 8,379 8,040
Provision for (reduction of) unfunded credit commitments ........... ... ... i 4,397 4,083 (1,367)
Impairment of Boodwill . .. ... . e s — — 4,092
10 1T A Pt 30,822 26,491 24,723
TOtal NONINTErESt EXPENSE . ..ottt et ettt ettt e e e e 500,628 422,818 343,866
Income before INCOME taX EXPENSE .. ...\ttt ittt ettt cn it 401,880 198,219 45,847
INCOME tAX EXP NS . . ittt it ettt e e e e e 119,087 61,402 35,207
Net income before noncontrolling interests .. ...... .. ... ittt 282,793 136,817 10,640
Net {(income) loss attributable to noncontrollinginterests ................. ... ... ... il (110,891)  (41,866) 37,370
Netincome attributable to SVBFG . .. ... ...ttt ettt e $171,902 S 94,951 S 48,010
Preferred stock dividend and discount accretion . ....... ... . i - — (25,336)
Net income available to common sstockholders ............... ... .. ... . .. i $171,902 $ 94951 $ 22,674
Earnings per common share—basic . ....... ... it e S 400 $§ 227 $ 067
Earnings per common share—diluted ........ ... .. .. i e 3.94 2.24 0.66

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

Year ended December 31,
{Dollars in thousands) 2011 2010 2009
Net income before noncontrolling interests ....................... $ 282,793 S 136,817 S 10,640

Other comprehensive income, net of tax:
Change in cumulative translation (losses) gains:

Foreign currency translation (losses) gains ..................... (7,500} 1,809 1,497
Related tax benefit (expense) ........ ... .. i 3,067 (739) (617)
Change in unrealized gains on available-for-sale securities:
Unrealized holding gains . ....... ... ... . ... ... i, 148,257 53,776 18,083
Related tax eXpense . . .. ...t e i (60,630) (21,913) (7,368)
Reclassification adjustment for (gains) losses included in net
Yt o) 1 1= (37,127) (24,823) 168
Related tax benefit (expense) ........ ... ... ... oL, 15,189 10,128 (69)
Other comprehensive income, netoftax .......................... 61,256 18,238 11,694
Comprehensiveincome ............... ... it 344,049 155,055 22,334
Comprehensive (income) loss attributable to noncontrolling interests . . . (110,891) (41,866) 37,370
Comprehensive income attributabletoSVBFG ..................... $ 233,158 S 113,189 S 59,704

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

Accumulated

Additional other Total SVBFG
Preferred stock Common stock paid-in  Retained comprehensive stockholders’ Noncontrolling Total

(Dollars in thousands, except share data) Shares Amount Shares Amount capital earnings (loss)income equity interests equity
Balance at December 31,2008 ........... 235,000 $ 221,185 32,917,007 $33 $ 66,201 $709,726 $(5,789) $ 991,356 $320,356 $1,311,712
Common stock issued under employee

benefit plans, net of restricted stock

cancellations . ....................... — — 455,814 — 5,873 — — 5,873 — 5,873
Redemption of preferred stock issued under

the Treasury’sCPP ................... (235,000) (235,000) - — — — - (235,000} —_ (235,000)
Income tax expense from stock options

exercised, vesting of restricted stock and

L R — — - (1,309) — — (1,309) — (1,309)
Netincome(loss) ...................... — — — — — 48,010 — 48,010 (37,370) 10,640
Capital calls and distributions, net ......... — — — — — —_ — — 62,781 62,781
Net change in unrealized gain on

available-for-salesecurities, netof tax . . . . — — — — — — 10,814 10,814 — 10,814
Foreign currency translation adjustments,

netoftax .......... ... .. .. ... — — —_ - . — 880 880 — 880
Common stock issued in public offering . ... — — 7,965,568 8 292,099 - - 292,107 = 292,107
Stock-based compensation expense ....... — — - —_ 14,670 - - 14,670 —_ 14,670
Income tax benefit from original issue

discount related to 3.875% convertible

NOLES .ottt e - — — - 10,745 - - 10,745 - 10,745
Preferred stock dividend and discount

ACCIELION © .« v ov oo — 13,815 - = —  (25,336) — (11,521) — (11,521)
Other,net ..., — — — - 1,211 507 — 1,718 — 1,718
Balance at December 31,2009 ........... - — 41,338,389 $41  $389,490 $732,907 $ 5,905 $1,128,343 $345,767 $1,474,110
Common stock issued under employee

benefit plans, net of restricted stock

cancellations . ........... .. ... .. ..... — — 929,812 1 24,018 — — 24,019 — 24,019
Income tax benefit from stock options

exercised, vesting of restricted stock and

other .. ... . — — — — 3,962 — — 3,962 - 3,962
Netincome ........ .. ... ... .. .. - - — — — 94,951 — 94,951 41,866 136,817
Capital calls and distributions, net . . ....... — — — — — — — — 85,699 85,699
Net change in unrealized gains on

available-for-salesecurities, net of tax . . . . — — . — . . 17,168 17,168 . 17,168
Foreign currency translation adjustments,

netoftax ......... .. ... ... . ... — — — — — — 1,070 1,070 — 1,070
Stock-based compensation expense ....... — — — — 13,558 - - 13,558 - 13,558
Repurchase of warrant under Capital

Purchase Program ................... — . . — {6,820) —_ - (6,820) = (6,820)
Purchase of remaining interest in

EPTOSPET v v v ete et - — - - (1,896) - - (1,896) 596 (1,300)
Other,net ... ... . ... .. - - - - 22 (27) — (5) — (5)
Balance at December 31,2010 ........... - S — 42,268,201 $42  $422,334 $827,831 $24,143 $1,274,350 $473,928 $1,748,278
Common stock issued under employee

benefit plans, net of restricted stock

cancellations . ....................... — — 1,238,707 2 36,871 — — 36,873 - 36,873
Common stock issued upon settlement of

3.875% Convertible Notes, net of shares

received from associated convertible note

hedge ... .. .. — — 1,024 - - - - — — —
Income tax benefit from stock options

exercised, vesting of restricted stock and

Other . oot — — [ — 7,140 — — 7,140 — 7,140
NETINCOME o v evee e e — — - — 171,902 — 171,902 110,891 282,793
Capital calls and distributions, net . ........ — —_ - - —_ - — - 96,178 96,178
Net change in unrealized gains on

available-for-salesecurities, net of tax . . . . — — — — — — 65,689 65,689 - 65,689
Foreign currency translation adjustments,

netoftax ............. i — — — — — — (4,433) (4,433} — (4,433)
Stock-based compensation expense ....... — — —_ — 17,871 — — 17,871 - 17,871
Balance at December 31,2011 .. ......... - — 43,507,932 $44  $484,216 $999,733 $85,399 $1,569,392 $680,997  $2,250,389

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

Year ended December 31,

(Dollars in thousands) 2011 2010 2009
Cash flows from operating activities:
Net income before NONCONTrOIING INEEIESES . .. ...\ttt t ittt e ettt ettt et ettt it S 282,793 $ 136,817 S 10,640
Adjustments to reconcile net income to net cash provided by operating activities:
Impairment of BOOAWIll . . .. ..o e e —_ — 4,092
Net gain from note repurchases and termination of corresponding interest rate swaps . ................. .. ... ... {3,123} — —
ProViSION fOr [0 l0SSES . . . v ottt ettt ettt e e ettt e e 6,101 44,628 90,180
Provision for (reduction of) unfunded credit commitments . ... ... .. i i e 4,397 4,083 (1,367)
Changes in fair values of derivatives, Net . ....... ... .. i e e e (26,202) (3,867) 3,500
{Gains) losses on INVEStMENt SECUMTIES, NBL .. . . ...\ttt ettt e e i (195,034) (93,360) 31,209
Depreciation and @amortization . .. ... ... . it . 27,490 23,224 24,931
Amortization of premiums on available-for-sale securities, net ........ ... ... . . 27,849 24,071 10,461
Tax benefit of original issue diSCOUNt . . . .. .. i i i e e - - 10,745
Tax benefit (expense) from StOCK @XEICISES . . . ..ot vttt i e e 798 (189) (1,767)
Amortization of share-based COMPENSALION . ... .. ot i e 18,221 13,761 14,784
Amortization of deferred 10an fees . . . ..o ittt e e e (61,158) (50,488) (52,471)
Deferred income tax expense {(benefit) .. ... ... i e 7,362 (1,434) 2,094
Changes in other assets and liabilities:
Accrued interest receivable and payable, net .. ... .. . e (12,370) 1,560 (9,988)
ACCOUNTS TECEIVADIE . o . oottt e et e e e e e e e e (38,765) {4,393} 1,609
Income tax payable or receivable, NBt . ... ... ittt e (809) 16,694 (14,769)
Prepaid FDIC assessments and amortization .. ...... ... i e 8,754 10,648 (28,178)
ACCIUB COMPENSALION . . o\ttt ettt et et ettt ettt e et et e e e e e e 35,403 41,195 1,916
Foreign exchange SPOt CONEIACtS, NEL . ... ...ttt et ittt ettt ettt et et eans 62,747 {2,615) (6,689)
[0 10 0T =T S Y- 21,833 2,893 (3,969)
Net cash provided by operating activities . ............ ... i e e 166,287 163,228 86,963
Cash flows from investing activities:
Purchases of available-for-sale SECUNItIES . ... ..ottt e e et e s (7,127,525) (6,757,150} (3,325,235}
Proceeds from sales of available-for-sale SecUrities . ... .. ... . it e i s 1,415,463 655,555 3,569
Proceeds from maturities and pay downs of available-for-sale securities . ......... .. ... .. ... .. oo i i 3,215,186 2,151,574 712,396
Purchases of nonmarketable securities (cost and equity method accounting) ............. ... . i i (59,081} (53,450} (57,477)
Proceeds from sales of nonmarketable securities {cost and equity method accounting) .............. ..o, 36,589 20,147 5,191
Purchases of nonmarketable securities (investment fair value accounting) .. ....... ... .. i (164,910) (119,313) (67,369)
Proceeds from sales of nonmarketable securities {(investment fair value accounting) ............ .. .. .. i, 80,757 44,739 18,509
Net (increase) decrease iNJOANS . .. . ... ittt e (1,429,702) (983,077} 849,570
Proceeds from recoveries of charged-off [0ans . ... .. ... . i e 25,123 16,788 18,444
Proceeds from sale of other real @state OWNEA ... .. ..ttt i e e e e s —_ 196 899
Payment for acquisition of intangibles, net of cashacquired ... ... ... ... . . . - (360} —
Purchases of premises and eQUIPIMENT ... ...ttt i e e e e (30,751) (27,056} (15,963)
Payment for acquisition of remaining interest in @PrOSPer . . ... o it s — (1,300) —
Net cash used for investing activities . ... ... ... i e (4,038,851) (5,052,707) (1,857,466)
Cash flows from financing activities:
Net INCrease N dePOSItS « . ... .t e i e 2,372,595 4,005,004 2,858,465
Principal payments of other long-termdebt . ... ... .. e (4,179) (1,961)  (102,578)
Decrease in Short-term DOTFOWINGS . . .\ v vttt ettt et e e s (37,245) {1,510) (23,365)
Payments for repurchases of 5.70% Senior Notes and 6.05% Subordinated Notes, including repurchase premiums and
ASS0CTATEA S . . . oottt it e e e e e e e (346,443) - -
Proceeds from termination of portions of interest rate swaps associated with 5.70% Senior Notes and 6.05% Subordinated
Vo =X PP 36,959 - -
Payments for settlement of 3.875% Convertible NOtes . ... ... ...ttt i i (250,000} — —
Proceeds from issuance of 5.375% Senior Notes, net of discount and issUanCe cost . . .. .. ..ot in ittt — 344,476 —
Capital contributions from noncontrolling interests, net of distributions .......... ... . ... . i 96,178 85,699 62,781
Tax benefit from StOCK EXEICISES . . . v\ v ettt e it ittt e ettt e ettt e e e e e e 6,342 4,151 458
Dividends paid on preferred StOCK . . ... ..ottt e e - - (12,110)
Proceeds from issuance of common stock and Employee Stock Purchase Plan . ... ... .. i 36,873 24,019 5,873
Proceeds from the issuance of common stock under our public equity offering, net of issuancecosts ..................... - — 292,107
Redemption of preferred stock under the CPP . .. ... .. i e e - — (235,000)
Repurchase of warrant Under CPP . .. .. ..ttt ettt ettt e e e e e e e — (6,820) —
Net cash provided by financing activities . .. ... ... . . . e 1,911,080 4,453,058 2,846,631
Net (decrease) increase incash and cash equivalents . . .. ... . i i e (1,961,484) (436,421) 1,076,128
Cash and cash equivalents at beginning of year . ... ... ... e e e 3,076,432 3,512,853 2,436,725
Cash and cash equivalents at nd Of Year . ... ... ..ttt i e $ 1,114,948 $ 3,076,432 $ 3,512,853

Supplemental disclosures:
Cash paid during the period for:

I BIESE o e et e e e e e e e e e e e e e e e e e $ 41,203 $ 35588

Yo LA L= = G- 103,848 41,763
Noncash items during the period:

Unrealized gains on available-for-sale securities, net of tax ... ... ... e S 65689 S 17,168

Net change in fair value of INterest rate SWaPSs . . ... v vttt ettt ettt e et et (3,617) 5,122

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

1. Nature of Business

SVB Financial Group is a diversified financial services company, as well as a bank holding company and
financial holding company. SVB Financial was incorporated in the state of Delaware in March 1999. Through our
various subsidiaries and divisions, we offer a variety of banking and financial products and services to support
our clients of all sizes and stages throughout their life cycles. in these notes to our consolidated financial
statements, when we refer to “SVB Financial Group,” “SVBFG”, the “Company,” “we,” “our,” “us” or use similar
words, we mean SVB Financial Group and all of its subsidiaries collectively, including Silicon Valley Bank (the
“Bank”), unless the context requires otherwise. When we refer to “SVB Financial” or the “Parent” we are
referring only to the parent company, SVB Financial Group, unless the context requires otherwise.

nou

We offer commercial banking products and services through our principal subsidiary, the Bank, which is a
California-chartered bank founded in 1983 and a member of the Federal Reserve System. Through its
subsidiaries, the Bank also offers brokerage, investment advisory and asset management services. We also offer
non-banking products and services, such as funds management, venture capital/private equity investment and
equity valuation services, through our other subsidiaries and divisions. We primarily focus on serving corporate
clients in the following niches: technology, life sciences, venture capital/private equity and premium wine. Our
corporate clients range widely in terms of size and stage of maturity. Additionally, we focus on cultivating
strong relationships with firms within the venture capital and private equity community worldwide, many of
which are also our clients and may invest in our corporate clients.

We are headquartered in Santa Clara, California, and operate through 26 offices in the United States, as
well as offices internationally in China, India, Israel and the United Kingdom.

For reporting purposes, SVB Financial Group has three operating segments for which we report financial
information in this report: Global Commercial Bank, SVB Private Bank, and SVB Capital. Financial information,
results of operations and a description of the services provided by our operating segments are set forth in Note
20—"“Segment Reporting” in this report.

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

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

Principles of Consolidation and Presentation

Our consolidated financial statements include the accounts of SVB Financial Group and entities in which we
have a controlling financial interest. We determine whether we have a controlling financial interest in an entity
by evaluating whether the entity is a voting interest entity or a variable interest entity and whether the
accounting guidance requires consolidation. All significant intercompany accounts and transactions have been
eliminated.
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SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—({Continued)

Voting interest entities are entities that have sufficient equity and provide the equity investors voting
rights that enable them to make significant decisions relating to the entity’s operations. For these types of
entities, the Company’s determination of whether it has a controlling interest is based on ownership of the
majority of the entities’ voting equity interest or through control of management of the entities.

Variable interest entities (“VIEs”) are entities that, by design, either (1) lack sufficient equity to permit the
entity to finance its activities without additional subordinated financial support from other parties, or (2) have
equity investors that do not have the ability to make significant decisions relating to the entity’s operations
through voting rights, or do not have the obligation to absorb the expected losses, or do not have the right to
receive the residual returns of the entity. We determine whether we have a controlling financial interest in a
VIE by considering whether our involvement with the VIE is significant and designates us as the primary
beneficiary based on the following:

1. We have the power to direct the activities of the VIE that most significantly impact the entity’s
economic performance;

2. The aggregate indirect and direct variable interests held by the Company have the obligation to
absorb losses or the right to receive benefits from the entity that could be significant to the VIE; and,

3. Qualitative and quantitative factors regarding the nature, size, and form of our involvement with the
VIE.

Voting interest entities in which the Company has a controlling financial interest or VIEs in which the
Company is the primary beneficiary are consolidated into our financial statements.

We have not provided financial or other support during the periods presented to any VIE that we were not
previously contractually required to provide. We are variable interest holders in certain partnerships for which
we are the primary beneficiary. We perform on-going reassessments on the status of the entities and whether
facts or circumstances have changed in relation to previously evaluated voting interest entities and our
involvement in VIEs which could cause the Company’s consolidation conclusion to change.

Cash and Cash Equivalents

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

Investment Securities
Available-for-Sale Securities

Our available-for-sale securities portfolio is a fixed income investment portfolio that is managed to
optimize portfolio yield over the long-term consistent with our liquidity, credit diversification, and asset/liability
strategies and consists of debt and equity securities that we carry at fair value. Unrealized gains and losses on

available-for-sale securities, net of applicable taxes, are reported in accumulated other comprehensive income,
which is a separate component of SVBFG’s stockholders’ equity, until realized.
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SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

We analyze available-for-sale securities for other-than-temporary impairment each quarter. Market
valuations represent the current fair value of a security at a specified point in time and do not necessarily
represent the risk of repayment of the principal due to our ability to hold the security to maturity. Gains and
losses on securities are realized when there is a sale of the security prior to maturity. A credit downgrade
represents an increased level of risk of other-than-temporary impairment, and as a part of our consideration of
recording an other-than-temporary impairment we will assess the issuer’s ability to service the debt and to
repay the principal at contractual maturity.

We apply the other-than-temporary impairment standards of Financial Accounting Standard Board
{“FASB”) Accounting Standard Codification (“ASC”) 320, Investments-Debt and Equity Securities. For our debt
securities, we have the intent and ability to hold these securities until we recover our cost less any credit-
related loss. We separate the amount of the other-than-temporary impairment, if any, into the amount that is
credit related (credit loss component) and the amount due to all other factors. The credit loss component is
recognized in earnings and is the difference between a security’s amortized cost basis and the present value of
expected future cash flows discounted at the security’s effective interest rate. The amount due to all other
factors is recognized in other comprehensive income.

We consider numerous factors in determining whether a credit loss exists and the period over which the
debt security is expected to recover. The following list is not meant to be all inclusive. All of the following
factors shall be considered:

¢ The length of time and the extent to which the fair value has been less than the amortized cost basis
(severity and duration);

e Adverse conditions specifically related to the security, an industry, or geographic area; for example,
changes in the financial condition of the issuer of the security, or in the case of an asset-backed debt
security, changes in the financial condition of the underlying loan obligors. Examples of those changes
include any of the following:

e Changes in technology;

* The discontinuance of a segment of the business that may affect the future earnings potential of
the issuer or underlying loan obligors of the security; and

e Changes in the quality of the credit enhancement.

e The historical and implied volatility of the fair value of the security;

e The payment structure of the debt security and the likelihood of the issuer being able to make
payments that increase in the future; ’

* Failure of the issuer of the security to make scheduled interest or principal payments;

* Any changes to the rating of the security by a rating agency; and

¢ Recoveries or additional declines in fair value after the balance sheet date.

In accordance with ASC 310-20, Receivables—Nonrefundable Fees and Other Costs, we use estimates of
future principal prepayments, provided by third-party market-data vendors, in addition to actual principal
prepayment experience to calculate the constant effective yield necessary to apply the effective interest
method in the amortization of purchase discounts or premiums on mortgage-backed securities and fixed rate
collateralized mortgage obligations (“CMO”). The discounts or premiums are included in interest income over
the contractual terms of the underlying securities replicating the effective interest method (the straight-line
method is used only for variable rate CMOs).
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SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Non-Marketable Securities

Non-marketable securities include investments in venture capital and private equity funds, debt funds,
direct equity investments in companies and low income housing tax credit funds. A majority of these
investments are managed through our SVB Capital funds business in funds of funds and direct venture funds
(also referred to as co-investment funds). Our accounting for investments in non-marketable securities depends
on several factors, including the level of ownership, power to control and the legal structure of the subsidiary
making the investment. As further described below, we base our accounting for such securities on: (i) fair value
accounting, (ii) equity method accounting, or (iii) cost method accounting.

Fair Value Accounting

Our managed funds and consolidated debt fund are investment companies under the American Institute of
Certified Public Accountants (“AICPA”) Audit and Accounting Guide for Investment Companies and accordingly,
these funds report their investments at estimated fair value, with unrealized gains and losses resulting from
changes in fair value reflected as investment gains or losses in our consolidated statements of income. Our
non-marketable securities recorded pursuant to fair value accounting consist of our investments through the
following funds:

e Funds of funds; which make investments in venture capital and private equity funds;

¢ Direct venture funds (also referred to as co-investment funds); which make equity investments in
privately held companies; and

* A consolidated debt fund; which provides secured debt primarily to mid-stage and late-stage clients.

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

Company Direct and
Indirect Ownership in

Limited partnership Limited Partnership
Managed funds of funds

SVB Strategic Investors FUNd, LP (1) ... .ottt e e e e e 12.6%
SVB Strategic investors Fund I, LP (1) . ... ... i 8.6
SVB Strategic Investors FUNd L, LP (1) ... oo ottt e e e e 5.9
SVB Strategic Investors Fund IV, LP (1) . ... ..o i e 5.0
StrategicInvestors FUNA V, LP (1) .. ... .ot e e e e e e 0.3
SVB Capital Preferred Return Fund, LP (1) . ... ... .o it 20.0
SVB Capital —=NT Growth Partners, LP (1) . ... ... o it i i e e e 33.0
Otherventure capital fund (1) . ... . i i i e et et e 58.2
Managed direct venture funds

Silicon Valley BancVentures, LP (1) ... ... i ettt 10.7
SVB Capital Partners I, LP (1) .. ... . i e e 5.1
SVB India Capital Partners |, LP (1) ... ... . i 14.4
SVB Capital Shanghai Yangpu Venture Capital Fund (1) ........ ... ... ... 6.8
Consolidated debt fund

Partners for Growth, LP (2) . ... ..o i e 50.0

Note—Entity’s results of operations and financial condition are included in the consolidated financial
statements of SVB Financial Group net of noncontrolling interests.
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(1) The general partners of these funds are owned and controlled by SVB Financial. The limited partners of
these funds do not have substantive participating or kick-out rights. Therefore, these funds are
consolidated and any gains or losses resulting from changes in the estimated fair value of the investments
are recorded as investment gains or losses in our consolidated net income.

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

Under fair value accounting, investments are carried at their estimated fair value based on financial
information obtained as the general partner of the fund or obtained from the funds’ respective general partner.
For direct private company investments, valuations are based upon consideration of a range of factors
including, but not limited to, the price at which the investment was acquired, the term and nature of the
investment, local market conditions, values for comparable securities, current and projected operating
performance, exit strategies and financing transactions subsequent to the acquisition of the investment. For our
fund investments, we utilize the net asset value per share as obtained from the general partners of the fund
investments as the funds do not have a readily determinable fair value and the funds prepare their financial
statements using guidance consistent with fair value accounting. We account for differences between our
measurement date and the date of the fund investment’s net asset value by using the most recent available
financial information from the investee general partner, for example September 30, for our December 31
consolidated financial statements, adjusted for any contributions paid, distributions received from the
investment, and significant fund transactions or market events during the reporting period. Gains or losses
resulting from changes in the estimated fair value of the investments and from distributions received are
recorded as gains (losses) on investment securities, net, a component of noninterest income. The portion of any
investment gains or losses attributable to the limited partners is reflected as net (income) loss attributable to
noncontrolling interests and adjusts our net income to reflect its percentage ownership.

Equity Method

Our equity method non-marketable securities consist of investments in venture capital and private equity
funds, privately-held companies, debt funds, and qualified affordable housing tax credit funds. Our equity
method non-marketable securities and related accounting policies are described as follows:

e Equity securities, such as preferred or common stock in privately-held companies in which we hold a
voting interest of at least 20 percent but less than 50 percent or in which we have the ability to
exercise significant influence over the investees’ operating and financial policies, are accounted for
under the equity method.

¢ Investments in limited partnerships in which we hold voting interests of more than 5 percent, but less
than 50 percent or in which we have the ability to exercise significant influence over the partnerships’
operating and financial policies are accounted for using the equity method.

We recognize our proportionate share of the results of operations of these equity method investees in our
results of operations, based on the most current financial information available from the investee. We review our
investments accounted for under the equity method at least quarterly for possible other-than-temporary
impairment. Our review typically includes an analysis of facts and circumstances for each investment, the
expectations of the investment’s future cash flows and capital needs, variability of its business and the company’s
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exit strategy. For our fund investments, we utilize the net asset value per share as provided by the general
partners of the fund investments. We account for differences between our measurement date and the date of the
fund investment’s net asset value by using the most recent available financial information from the investee
general partner, for example September 30t, for our December 31st consolidated financial statements, adjusted
for any contributions paid, distributions received from the investment, and significant fund transactions or market
events during the reporting period. We reduce our investment value when we consider declines in value to be
other-than-temporary and recognize the estimated loss as a loss on investment securities, a component of
noninterest income.

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

» Equity securities, such as preferred or common stock in privately-held companies in which we hold an
ownership interest of less than 20 percent and in which we do not have the ability to exercise
significant influence over the investees’ operating and financial policies, are accounted for under the
cost method.

e |nvestments in limited partnerships in which we hold voting interests of less than 5 percent and in
which we do not have the ability to exercise significant influence over the partnerships’ operating and
financial policies, are accounted for under the cost method. These non-marketable securities include
investments in venture capital and private equity funds.

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

We review our investments accounted for under the cost method at least quarterly for possible other-
than-temporary impairment. Our review typically includes an analysis of facts and circumstances of each
investment, the expectations of the investment’s future cash flows and capital needs, variability of its business
and the company’s exit strategy. To help determine impairment, if any, for our fund investments, we utilize the
net asset value per share as provided by the general partners of the fund investments. We account for
differences between our measurement date and the date of the fund investment’s net asset value by using the
most recent available financial information from the investee general partner, for example September 30, for
our December 313t consolidated financial statements, adjusted for any contributions paid, distributions received
from the investment, and significant fund transactions or market events during the reporting period. We reduce
our investment value when we consider declines in value to be other-than-temporary and recognize the
estimated loss as a loss on investment securities, a component of noninterest income.

Gains or losses on cost method investment securities that result from a portfolio company being acquired
by a publicly traded company are determined using it’s fair value when the acquisition occurs. The resulting
gains or losses are recognized in consolidated net income on that date.

Loans

Loans are reported at the principal amount outstanding, net of unearned loan fees. Unearned loan fees
reflect unamortized deferred loan origination and commitment fees net of unamortized deferred loan
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origination costs. In addition to cash loan fees, we often obtain equity warrant assets that give us an option to
purchase a position in a client company’s stock in consideration for providing credit facilities. The grant date fair
values of these equity warrant assets are deemed to be loan fees and are deferred as unearned income and
recognized as an adjustment of loan yield through loan interest income. The net amount of unearned loan fees
is amortized into loan interest income over the contractual terms of the underlying loans and commitments
using the constant effective yield method, adjusted for actual loan prepayment experience, or the straight-line
method, as applicable.

Allowance for Loan Losses

The allowance for loan losses considers credit risk and is established through a provision for loan losses
charged to expense. Our allowance for loan losses is established for estimated loan losses that are probable but
not yet realized. Our evaluation process is designed to determine that the allowance for loan losses is
appropriate at the balance sheet date. The process of estimating loan losses is inherently imprecise. The
evaluation process we use to estimate the required allowance for loan losses is described below.

We maintain a systematic process for the evaluation of individual loans and pools of loans for inherent risk
of loan losses. On at least an annual basis, and on at least a quarterly basis for most criticized loans, each loan in
our portfolio is assigned a Credit Risk Rating and industry niche. Credit Risk Ratings are assigned on a scale of 1
to 10, with 1 representing loans with a low risk of nonpayment, 9 representing loans with the highest risk of
nonpayment, and 10 representing loans which have been charged-off. This Credit Risk Rating evaluation process
includes, but is not limited to, consideration of such factors as payment status, the financial condition and
operating performance of the borrower, borrower compliance with loan covenants, underlying collateral values
and performance trends, the degree of access to additional capital, the presence of credit enhancements such
as third party guarantees (where applicable), the degree to which the borrower is sensitive to external factors,
the depth and experience of the borrower’s management team, potential loan concentrations, and general
economic conditions. Our policies require a committee of senior management to review, at least quarterly,
credit relationships that exceed specific dollar values. Our review process evaluates the appropriateness of the
credit risk rating and allocation of the allowance for loan losses, as well as other account management
functions. The allowance for loan losses is based on a formula allocation for similarly risk-rated loans by
portfolio segment and individually for impaired loans. The formula allocation provides the average loan loss
experience for each portfolio segment, which considers: (i) our quarterly historical loss experience since the
year 2000, both by risk-rating category and client industry sector, and (ii) our quarterly loss experience for the
one-, three- and five-year periods preceding the applicable reporting period. The resulting loan loss factors for
each risk-rating category and client industry sector are ultimately applied to the respective period-end client
loan balances for each corresponding risk-rating category by client industry sector to provide an estimation of
the allowance for loan losses. The probable loan loss experience for any one year period of time is reasonably
expected to be greater or less than the average as determined by the loss factors. As such, management applies
a qualitative allocation to the results of the aforementioned model to ascertain the total allowance for loan
losses. This qualitative allocation is calculated based on management’s assessment of the risks that may lead to
a future loan loss experience different from our historical loan loss experience. Based on management’s
prediction or estimate of changing risks in the lending environment, the qualitative allocation may vary
significantly from period to period and includes, but is not limited to, consideration of the following factors:

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

e Changes in national and local economic business conditions, including the market and economic
condition of our clients’ industry sectors;
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¢ Changes in the nature of our loan portfolio;

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

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

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

* Reserve floor for portfolio segments that would not draw a minimum reserve based on the lack of
historical loan loss experience;

* Reserve for large funded loan exposure; and

e Other factors as determined by management from time to time.

While the evaluation process of our allowance for loan losses uses historical and other objective
information, the classification of loans and the establishment of the allowance for loan iosses rely, to a great
extent, on the judgment and experience of our management.

Uncollectible Loans and Write-offs

Our charge-off policy applies to all loans, regardless of portfolio segment. Loans are considered for full or
partial charge-offs in the event that principal or interest is over 180 days past due, the loan lacks sufficient
collateral and it is not in the process of collection. We also consider writing off loans in the event of any of the
following circumstances: 1) the loan, or a portion of the loan is deemed uncollectible due to: a) the borrower’s
inability to make recurring payments, b) material changes in the borrower’s assets, c) the expected sale of all or
a portion of the borrower’s business, or d) a combination of the foregoing; 2) the loan has been identified for
charge-off by regulatory authorities; or 3) the debt is overdue greater than 90 days.

Troubled Debt Restructurings (“TDRs”)

A TDR arises from the modification of a loan where we have granted a concession to the borrower related
to the borrower’s financial difficulties that we would not have otherwise considered for economic or legal
reasons. These concessions may include: (1) deferral of payment for more than an insignificant period of time;
(2) interest rate reductions for the remaining original life of the debt; (3) extension of the maturity date with
interest rate concessions; (4) principal forgiveness; and or (5) reduction of accrued interest.

We use the factors in ASC 310-40, Receivables, Troubled Debt Restructurings by Creditors, to help
determine when a borrower is experiencing financial difficulty, and when we have granted a concession, both
of which must be present for a restructuring to meet the criteria of a TDR. If we determine that a TDR exists, we
measure impairment based on the present value of expected future cash flows discounted at the loan’s
effective interest rate, except that as a practical expedient, we may also measure impairment based on a loan’s
observable market price, or the fair value of the collateral if the loan is a collateral-dependent loan.

Reserve for Unfunded Credit Commitments

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

Nonaccrual Loans and Impaired Loans

Loans are placed on nonaccrual status when they become 90 days past due as to principal or interest
payments (unless the principal and interest are well secured and in the process of collection); or when we have
determined, based upon currently known information, that the timely collection of principal or interest is not
probable.

When a loan is placed on nonaccrual status, the accrued interest and fees zre reversed against interest
income and the loan is accounted for using the cost recovery method thereafter until qualifying for return to
accrual status. Historically, loans that have been placed on nonaccrual status have remained as nonaccrual
loans until the loan is either charged-off, or the principal balances have been paid off. For a loan to be returned
to accrual status, all delinquent principal and interest must become current in accordance with the terms of the
loan agreement and future collection of remaining principal and interest must be deemed probable. We apply a
cost recovery method in which all cash received is applied to the loan principal until it has been collected.
Under this approach, interest income is recognized after total cash flows received exceed the recorded
investment at the date of initial impairment.

A loan is considered impaired when, based upon currently known information, it is deemed probable that
we will be unable to collect all amounts due according to the terms of the agreement. All of our nonaccrual
loans are classified under the impaired category. On a quarterly basis, we review our loan portfolio for
impairment. Each loan is assigned a credit risk rating (CRR), which is used when assessing and monitoring risk as
well as performance of the portfolio. Each individual loan is given a risk rating of 1 through 10, 1 being cash
secured and 10 being loans that are charged off (i.e. no longer included as part of our loan portfolio balance).
Within each class of loans, we review individual loans for impairment based on credit risk ratings. All impaired
loans which have credit risk ratings of 8 or 9 are reviewed individually.

For each loan identified as impaired, we measure the impairment based upon the present value of
expected future cash flows discounted at the loan’s effective interest rate. in limited circumstances, we may
measure impairment based on the loan’s observable market price or the fair value of the collateral if the loan is
collateral dependent. Impaired collateral dependent loans will have independent appraisals completed and
accepted at least annually. The fair value of the collateral will be determined by the current appraisal, as
adjusted to reflect a reasonable marketing period for the sale of the asset(s) and an estimate of reasonable
selling expenses.

If it is determined that the value of an impaired loan is less than the recorded investment in the loan, net
of previous charge-offs and payments collected, we recognize impairment through the allowance for loan losses
as determined by our analysis.

Standby Letters of Credit

We recognize a liability at the inception of a standby letter of credit equivalent to the premium or the fee
received for such guarantee.
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Premises and Equipment

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

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

Computer software . ... ... i e 3-7 years
Computerhardware ............ .ttt i 3-5 years

We capitalize the costs of computer software developed or obtained for internal use, including costs
related to developed software, purchased software licenses and certain implementation costs.

For property and equipment that is retired or otherwise disposed of, the cost and related accumulated
depreciation are removed from the accounts and the resulting gain or loss is included in noninterest expense in
consolidated net income. We had no capitalized lease obligations at December 31, 2011 and 2010.

Lease Obligations

We lease all of our properties. At the inception of the lease, each property is evaluated to determine
whether the lease will be accounted for as an operating or capital lease. For leases that contain rent escalations
or landlord incentives, we record the total rent payable during the lease term, using the straight-line method
over the term of the lease and record the difference between the minimum rents paid and the straight-line rent
as lease obligations.

Fair Value Measurements
Our available-for-sale securities, derivative instruments and certain marketable and non-marketable

securities are financial instruments recorded at fair value on a recurring basis. We make estimates regarding
valuation of assets and liabilities measured at fair value in preparing our consolidated financial statements.
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Fair Value Measurement—Definition and Hierarchy

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (the
“exit price”) in an orderly transaction between market participants at the measurement date. There is a three-
level hierarchy for disclosure of assets and liabilities recorded at fair value. The classification of assets and
liabilities within the hierarchy is based on whether the inputs to the valuation methodology used for
measurement are observable or unobservable and the significance of those inputs in the fair value
measurement. Observable inputs reflect market-derived or market-based information obtained from
independent sources, while unobservable inputs reflect our estimates about market data and views of market
participants. The three levels for measuring fair value are based on the reliability of inputs and are as follows:

Level 1

Fair value measurements based on quoted prices in active markets for identical assets or liabilities that we
have the ability to access. Valuation adjustments and block discounts are not applied to instruments utilizing
Level 1 inputs. Since valuations are based on quoted prices that are readily and regularly available in an active
market, valuation of these instruments does not entail a significant degree of judgment. Assets utilizing Level 1
inputs include exchange-traded equity securities and certain marketable securities accounted for under fair
value accounting.

Level 2

Fair value measurements based on quoted prices in markets that are not active or for which all significant
inputs are observable, directly or indirectly. Valuations for the available-for-sale securities are provided by
independent external pricing service providers. We review the methodologies used to determine the fair value,
including understanding the nature and observability of the inputs used to determine the price. Additional
corroboration, such as obtaining a non-binding price from a broker, may be required depending on the
frequency of trades of the security and the level of liquidity or depth of the market. The valuation methodology
that is generally used for the Level 2 assets is the income approach. Below is a summary of the significant inputs
used for each class of Level 2 assets and liabilities:

U.S. treasury securities: U.S. treasury securities are considered by most investors to be the most liquid
fixed income investments available. These securities are priced relative to market prices on similar U.S.
treasury securities.

U.S. agency debentures: Fair value measurements of U.S. agency debentures are based on the
characteristics specific to bonds held, such as issuer name, coupon rate, maturity date and any applicable
issuer call option features. Valuations are based on market spreads relative to similar term benchmark
market interest rates, generally U.S. treasury securities.

Agency-issued mortgage-backed securities: Agency-issued mortgage-backed securities are pools of
individual conventional mortgage loans underwritten to U.S. agency standards with similar coupon rates,
tenor, and other attributes such as geographic location, loan size and origination vintage. Fair value
measurements of these securities are based on observable price adjustments relative to benchmark
market interest rates taking into consideration estimated loan prepayment speeds.

Agency-issued collateralized mortgage obligations: Agency-issued collateralized mortgage obligations are
structured into classes or tranches with defined cash flow characteristics and are collateralized by U.S.
agency-issued mortgage pass-through securities. Fair value measurements of these securities incorporate
similar characteristics of mortgage pass-through securities such as coupon rate, tenor, geographic location,
loan size and origination vintage, in addition to incorporating the effect of estimated prepayment speeds
on the cash flow structure of the class or tranche. These measurements incorporate observable market
spreads over an estimated average life after considering the inputs listed above.
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Agency-issued commercial mortgage-backed securities: Fair value measurements of these securities are
based on spreads to benchmark market interest rates (usually U.S. treasury rates or rates observable in the
swaps market), prepayment speeds, ioan default rate assumptions and loan loss severity assumptions on
underlying loans.

Municipal bonds and notes: Bonds issued by municipal governments generally have stated coupon rates,
final maturity dates and are subject to being called ahead of the final maturity date at the option of the
issuer. Fair value measurements of these securities are priced based on spreads to other municipal
benchmark bonds with similar characteristics; or, relative to market rates on U.S. treasury bonds of similar
maturity.

Interest rate swap assets: Fair value measurements of interest rate swaps are priced considering the
coupon rate of the fixed leg of the contract and the variable coupon on the floating leg of the contract.
Valuation is based on both spot and forward rates on the swap yield curve and the credit worthiness of the
contract counterparty.

Foreign exchange forward and option contract assets and liabilities: Fair value measurements of these
assets and liabilities are priced based on spot and forward foreign currency rates and option volatility
assumptions and the credit worthiness of the contract counterparty.

Equity warrant assets (public portfolio): Fair value measurements of equity warrant assets of public
portfolio companies are priced based on the Black-Scholes option pricing model that use the publicly-
traded equity prices (underlying stock value), stated strike prices, option expiration dates, the risk-free
interest rate and market-observable option volatility assumptions.

Level 3

The fair value measurement is derived from valuation techniques that use significant assumptions not
observable in the market. These unobservable assumptions reflect our own estimates of assumptions we
believe market participants would use in pricing the asset. Below is a summary of the valuation techniques used
for each class of Level 3 assets:

Venture capital and private equity fund investments: Fair value measurements are based on the
information provided by the investee funds’ management, which reflects our share of the fair value of the
net assets of the investment fund on the valuation date. We account for differences between our
measurement date and the date of the fund investment’s net asset value by using the most recently
available financial information from the investee general partner, adjusted for any contributions paid,
distributions received from the investment, or significant fund transactions or market events during the
reporting period.

Other venture capital investments: Fair value measurements are based on consideration of a range of
factors including, but not limited to, the price at which the investment was acquired, the term and nature
of the investment, local market conditions, values for comparable securities, and as it relates to the private
company issue, the current and projected operating performance, exit strategies and financing
transactions subsequent to the acquisition of the investment.

Other investments: Fair value measurements are based on valuation techniques that use observable
inputs, such as yield curves and publicly-traded equity prices, and unobservable inputs, such as private
company equity prices.

Equity warrant assets (private portfolio): Fair value measurements of equity warrant assets of private
portfolio companies are priced based on a modified Black-Scholes option pricing model to estimate the
underlying asset value, by using stated strike prices, option expiration dates, risk-free interest rates and
option volatility assumptions. Option volatility assumptions used in the modified Black-Scholes model are
based on public market indices whose members operate in similar industries as companies in our private
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company portfolio. Option expiration dates are modified to account for estimates of actual life relative to
stated expiration. Overall model asset values are further adjusted for a general lack of liquidity due to the
private nature of the associated underlying company.

It is our policy to maximize the use of observable inputs and minimize the use of unobservable inputs when
developing fair value measurements. When available, we use quoted market prices to measure fair value. If
market prices are not available, fair value measurement is based upon valuation techniques that use primarily
market-based or independently-sourced market parameters, including interest rate yield curves, prepayment
speeds, option volatilities and currency rates. Substantially all of our financial instruments use either of the
foregoing methodologies, and are categorized as a Level 1 or Level 2 measurement in the fair value hierarchy.
However, in certain cases when market observable inputs for our valuation techniques may not be readily
available, we are required to make judgments about assumptions we believe market participants would use in
estimating the fair value of the financial instrument, and based on the significance of those judgments, the
measurement may be determined to be a Level 3 fair value measurement.

The degree of management judgment involved in determining the fair value of a financial instrument is
dependent upon the availability of quoted market prices or observable market parameters. For financial
instruments that trade actively and have quoted market prices or observable market parameters, there is
minimal subjectivity involved in measuring fair value. When observable market prices and parameters are not
fully available, management judgment is necessary to estimate fair value. For inactive markets, there is little
information, if any, to evaluate if individual transactions are orderly. Accordingly, we are required to estimate,
based upon all available facts and circumstances, the degree to which orderly transactions are occurring and
provide more weighting to price quotes that are based upon orderly transactions. in addition, changes in the
market conditions may reduce the availability of quoted prices or observable data. For example, reduced
liquidity in the capital markets or changes in secondary market activities could result in observable market
inputs becoming unavailable. Therefore, when market data is not available, we use valuation techniques
requiring more management judgment to estimate the appropriate fair value measurement. Accordingly, the
degree of judgment exercised by management in determining fair value is greater for financial assets and
liabilities categorized as Level 3.

Fee-based Services Revenue Recognition
Letters of Credit and Standby Letters of Credit Fee Income

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

Client investment fees include fees earned from Rule 12(b)-1 fees and from customer transactional based
fees. Rule 12(b)-1 fees are earned and recognized over the period client funds are invested. Transactional base
fees are earned and recognized on fixed income and equity securities when the transaction is executed on the
clients’ behalf.

Foreign Exchange Fees

Foreign exchange fees represent the income differential between purchases and sales of foreign currency
on behalf of our clients and are recognized as earned.
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Other Fee Income
Credit card fees and deposit service charge fee income are recognized as earned on a monthly basis.
Other Service Revenue

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

Fund Management Fees and Carried Interest

Fund management fees are comprised of fees charged directly to our managed funds of funds and direct
venture funds. Fund management fees are based upon the contractual terms of the limited partnership
agreements and are recognized as earned over the specified contract period, which is generally equal to the life
of the individual fund.

Carried interest is comprised of preferential allocations of profits recognizable when the return on
assets of our individual managed funds of funds and direct venture funds exceeds certain performance targets.
Carried interest is recorded quarterly based on measuring fund performance to date versus the
performance target and is recorded as a component of net (income) loss attributable to noncontrolling
interests.

Income Taxes

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

Share-Based Compensation

For all stock-based awards granted, stock-based compensation expense is amortized on a straight-line
basis over the requisite service period, including consideration of vesting conditions and anticipated forfeitures.
The fair value of stock options are measured using the Black-Scholes option-pricing model and the fair value for
restricted stock awards and restricted stock units are based on the quoted price of our common stock on the
date of grant.
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Earnings Per Share

Basic earnings per common share is computed using the weighted average number of common stock
shares outstanding during the period. Diluted earnings per common share is computed using the weighted
average number of common stock shares and potential common shares outstanding during the period.
Potential common shares consist of stock options, employee stock purchase plan (“ESPP”) shares and restricted
stock units. Common stock equivalent shares are excluded from the computation if the effect is antidilutive.

Derivative Financial Instruments

All derivative instruments are recorded on the balance sheet at fair value. The accounting for changes in
fair value of a derivative financial instrument depends on whether the derivative financial instrument is
designated and qualifies as part of a hedging relationship and, if so, the nature of the hedging activity. Changes
in fair value are recognized through earnings for derivatives that do not qualify for hedge accounting treatment,
or that have not been designated in a hedging relationship.

Fair Value Hedges

For derivative instruments that are designated and qualify as a fair value hedge, the gain or loss on the
hedging instrument should offset the loss or gain on the hedged item attributable to the hedged risk. Any
difference that does arise would be the result of hedge ineffectiveness, which is recognized through earnings.

Equity Warrant Assets

In connection with negotiated credit facilities and certain other services, we often obtain equity warrant
assets giving us the right to acquire stock in primarily private, venture-backed companies in the technology and
life science industries. We hold these assets for prospective investment gains. We do not use them to hedge any
economic risks nor do we use other derivative instruments to hedge economic risks stemming from equity
warrant assets.

We account for equity warrant assets in certain private and public client companies as derivatives when
they contain net settlement terms and other qualifying criteria under ASC 815, Derivatives and Hedging. In
general, equity warrant assets entitle us to buy a specific number of shares of stock at a specific price within a
specific time period. Certain equity warrant assets contain contingent provisions, which adjust the underlying
number of shares or purchase price upon the occurrence of certain future events. Our warrant agreements
typically contain net share settlement provisions, which permit us to receive at exercise a share count equal to
the intrinsic value of the warrant divided by the share price (otherwise known as a “cashless” exercise). These
equity warrant assets are recorded at fair value and are classified as derivative assets, a component of other
assets, on our consolidated balance sheet at the time they are obtained.

The grant date fair values of equity warrant assets received in connection with the issuance of a credit
facility are deemed to be loan fees and recognized as an adjustment of loan yield through loan interest income.
Similar to other loan fees, the yield adjustment related to grant date fair value of warrants is recognized over
the life of that credit facility.

Any changes in fair value from the grant date fair value of equity warrant assets will be recognized as
increases or decreases to other assets on our balance sheet and as net gains or losses on derivative
investments, in noninterest income, a component of consolidated net income. When a portfolio company
completes an initial public offering (“IPO”) on a publicly reported market or is acquired, we may exercise these
equity warrant assets for shares or cash.
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In the event of an exercise for shares, the basis or value in the securities is reclassified from other assets to
investment securities on the balance sheet on the latter of the exercise date or corporate action date. The
shares in public companies are classified as available-for-sale securities (provided they do not have a significant
restriction from sale). Changes in fair value of securities designated as available-for-sale, after applicable taxes,
are reported in accumulated other comprehensive income, which is a separate component of SVBFG
stockholders’ equity. The shares in private companies are classified as non-marketable securities. We account
for these securities at cost and only record adjustments to the value at the time of exit or liquidation though
gains (losses) on investments securities, net, which is a component of noninterest income.

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

¢ An underlying asset value, which is estimated based on current information available, including any
information regarding subsequent rounds of funding.

e Stated strike price, which can be adjusted for certain warrants upon the occurrence of subsequent
funding rounds or other future events.

* Price volatility or the amount of uncertainty or risk about the magnitude of the changes in the warrant
price. The volatility assumption is based on historical price volatility of publicly traded companies
within indices similar in nature to the underlying client companies issuing the warrant. The actual
volatility input is based on the median volatility for an individual public company within an index for
the past 16 quarters, from which an average volatility was derived. The weighted average quarterly
median volatility assumption used for the warrant valuation at December 31, 2011 was 52.5 percent,
compared to 50.7 percent at December 31, 2010.

e Actual data on cancellations and exercises of our warrants are utilized as the basis for determining the
expected remaining life of the warrants in each financial reporting period. Warrants may be exercised
in the event of acquisitions, mergers or IPOs, and cancelled due to events such as bankruptcies,
restructuring activities or additional financings. These events cause the expected remaining life
assumption to be shorter than the contractual term of the warrants.

¢ The risk-free interest rate is derived from the Treasury yield curve and is calculated based on a
weighted average of the risk-free interest rates that correspond closest to the expected remaining life
of the warrant. The risk-free interest rate used for the warrant valuation at December 31, 2011 was
0.4 percent, compared to 1.0 percent at December 31, 2010.

e Other adjustments, including a marketability discount, are estimated based on management’s
judgment about the general industry environment.

Loan Conversion Options

In connection with negotiating certain credit facilities, we occasionally extend loan facilities which have
convertible option features. The convertible loans may be converted into a certain number of shares
determined by dividing the principal amount of the loan by the applicable conversion price. Because our loan
conversion options have underlying and notional values, had no initial net investment and met other qualifying
criteria under ASC 815, these assets qualify as derivative instruments. We value our loan conversion options
using a modified Black-Scholes option pricing model, which incorporates assumptions about the underlying
asset value, volatility, and the risk-free rate. Loan conversion options are recorded at fair value in other assets,
while changes in their fair value are recorded through gains (losses) on derivative instruments, net, in
noninterest income, a component of consolidated net income.
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Foreign Exchange Forwards and Foreign Currency Option Contracts

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

Impact of Adopting Accounting Standards Update (“ASU”) No. 2011-02, A Creditors Determiniation of
Whether a Restructuring Is a Troubled Debt Restructuring

In April 2011, the FASB issued a new accounting standard which requires new disclosures and provides
additional guidance to creditors for determining whether a modification or restructuring of a receivable is a
troubled debt restructuring (“TDR”). The new guidance requires creditors to evaluate modifications and
restructurings of receivables using a more principles-based approach, which may result in more modifications
and restructurings being considered TDRs. The new disclosures and guidance were effective for interim and
annual reporting periods beginning on or after June 15, 2011 and was therefore adopted on July 1, 2011, with
retrospective disclosures required for all TDR activities that occurred from the beginning of 2011. As a result of
adopting this new guidance, we identified loans totaling 5.3 million that are now considered TDRs under the
new guidance and are classified as impaired. The allowance for loan losses related to these loans was $1.3
million as calculated under ASC 310. This standard clarified how TDRs are determined and increased the
disclosure requirements for TDRs, however it did not have a material impact on our financial position, results of
operations or stockholders’ equity. See Note 8—“Loans and Allowance for Loan Losses” for further details.

Recent Accounting Pronouncements

In May 2011, the FASB issued a new accounting standard (ASU No. 2011-04, Amendments to Achieve
Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs), which requires new
disclosures and clarifies existing guidance surrounding fair value measurement. This standard was issued
concurrent with the International Accounting Standards Board’s (“IASB”) issuance of a fair value measurement
standard with the objective of a converged definition of fair value measurement and disclosure guidance. The
new guidance clarifies that the principal market for a financial instrument should be determined based on the
market with the greatest volume and level of activity. This new guidance is effective on a prospective basis for
interim and annual reporting periods beginning after December 15, 2011. This standard clarifies how fair value
is measured and increases the disclosure requirements for fair value measurements, and we do not expect it to
have a material impact on our financial position, results of operations or stockholders’ equity.

In June 2011, the FASB issued a new accounting standard (ASU No. 2011-05, Presentation of
Comprehensive Income), which requires presentation of the components of total comprehensive income in
either a single continuous statement of comprehensive income or in two separate but consecutive statements.
Regardless of which option is chosen, reclassification adjustments for items that are reclassified from other
comprehensive income (“OCI”) to net income are required to be shown on the face of the financial statements.
This new guidance does not change the items that must be reported in other comprehensive income or when
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an item of other comprehensive income must be reclassified to net income. The guidance is effective on a
retrospective basis for the interim and annual reporting periods beginning after December 15, 2011. We have
assessed the new guidance and determined that it only clarifies the presentation of comprehensive income and
it will not affect our financial position, results of operations or stockholders’ equity.

in December 2011, the FASB approved a proposed update which indefinitely defers the requirements of
ASU No. 2011-05 to present components of reclassifications of other comprehensive income on the face of the
income statement. Adoption of the other requirements contained in the new guidance is still required for
interim and annual periods beginning after December 15, 2011.

In December 2011, the FASB issued a new accounting standard {(ASU No. 2011-11, Disclosures about
Offsetting Assets and Liabilities), which requires new disclosures surrounding financial instruments and
derivative instruments that are offset on the statement of financial position, or are eligible for offset subject to
a master netting arrangement. This standard was issued concurrent with the IASB issuance of a similar standard
with the objective of converged disclosure guidance. The guidance is effective on a retrospective basis for the
interim and annual reporting periods beginning after January 1, 2013. We are currently assessing the impact of
this guidance, however we do not expect it to have a material impact on our financial position, results of
operations or stockholders’ equity.

Reclassifications

Certain prior period amounts have been reclassified to conform to the current period presentations.
3. Stockholders’ Equity and Earnings Per Share (“EPS”)
Preferred Stock

in December 2008, we participated in the Treasury’s Capital Purchase Program (the “CPP”), under which
we received $235 million in exchange for issuing shares of Series B Fixed Rate Cumulative Perpetual Preferred
Stock (“Series B Preferred Stock”) and a warrant to purchase common stock to the Treasury. As a participant in
CPP, we were subject to various restrictions and requirements, such as restrictions on our stock repurchases
and payment of dividends, and other requirements relating to our executive compensation and corporate
governance practices.

In December 2009, we redeemed from the Treasury all 235,000 outstanding shares of Series B Preferred
Stock, having a liquidation amount equal to $1,000 per share. The aggregate total redemption price paid by us
to the Treasury for the Series B Preferred Stock was $235 million, plus $1.2 million of accrued and unpaid
dividends. During our participation in the CPP from December 2008 to December 2009, we paid dividends
totaling $12.1 million.

In connection with the redemption, we recorded a one-time, non-cash charge of $11.4 million in the fourth
quarter of 2009 to account for the difference between the redemption price and the carrying amount of the
Series B Preferred Stock, or the accelerated amortization of the applicable discount on the shares.

Common Stock

in November 2009, we completed a public offering of 7,965,568 shares of common stock at an offering

price of $38.50 per share. We received net proceeds of $292.1 million after deducting underwriting discounts

and commissions.
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In June 2010, we repurchased in its entirety the warrant previously issued to the U.S. Treasury in
connection with our prior participation in the U.S. Treasury’s CPP. The total cash repurchase price paid to the
U.S. Treasury was $6.8 million for the aggregate warrant. At the time of issuance, the warrant was initially
exercisable for 708,116 shares of our common stock at an exercise price of $49.78 per share. However, due to
our completion of a qualified equity offering during the fourth quarter of 2009, the number of shares of
common stock exercisable under the warrant was reduced to 354,058 pursuant to applicable CPP rules. The
repurchase of the warrant reduced our stockholders’ equity by the total cash price of $6.8 million, and did not
have any impact on our net income available to common stockholders or diluted earnings per share in 2010.

Additional Paid-In Capital

At December 31, 2009, we had a 65 percent ownership interest in eProsper, an equity ownership data
management services company. In December 2010, we acquired the remaining 35 percent ownership interest
in eProsper for a total cash price of $1.3 million. This acquisition was accounted for as an equity transaction as
we changed our ownership interest, while retaining control of our financial interest in eProsper. As a result, we
reduced our stockholders’ equity by $1.8 million, reflecting the total cash paid as well as the reduction of the
noncontrolling interests’ ownership portion.

Stockholders’ Rights Plan

Our Board of Directors (the “Board”) has approved and adopted a stockholders’ rights plan to, among
other things, protect our stockholders from coercive takeover tactics. The current stockholders’ rights plan is in
effect through January 31, 2014 (the “Rights Plan”).

Under the Rights Plan, each stockholder of record on November 9, 1998 received a dividend of one right
(a “Right”) for each outstanding share of common stock of the Company. The Rights are attached to, and
presently only traded with, shares of the Company’s common stock and are not currently exercisable. Except as
specified below, upon becoming exercisable, each Right will entitle the holder to purchase from us 1/1000th of
a share of the Company’s Series A Participating Preferred Stock at a price of $175.00 per share.

The Rights will be exercisable on the tenth (10th) business day {(or such later date as is determined by our
Board) following the announcement that a person or group (other than the Company, its subsidiaries or their
employee benefit plans) has acquired or announces a tender or exchange offer to acquire beneficial ownership
of 15 percent or more of the Company’s common stock. If a person or group acquires beneficial ownership of 15
percent or more of the Company’s common stock, each Right will then be exercisable for shares of common
stock having a value equal to two times the exercise price of the Right. Similarly, in the event the Company is
acquired in a merger or other business combination transaction or 50 percent or more of our consolidated
assets or earning power are sold following such time as a person or group has acquired beneficial ownership of
15 percent or more of the Company’s common stock, the rights will be exercisable for shares of the acquirer or
its parent having a value equal to two times the exercise price of the Right.

At any time on or prior to the close of business on the earlier of (i) the fifth day following a public
announcement that a person or group (other than the Company, its subsidiaries or their employee benefit
plans) has acquired beneficial ownership of 15 percent or more of the Company’s outstanding common shares
(or such later date as may be determined by action of the Board and publicly announced) or (ii) January 31,
2014, we may redeem the Rights in whole, but not in part, at a price of $0.001 per Right, subject to adjustment.
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Earnings Per Share

Basic EPS is the amount of earnings available to each share of common stock outstanding during the
reporting period. Diluted EPS is the amount of earnings available to each share of common stock outstanding
during the reporting period adjusted to include the effect of potentially dilutive common shares. Potentially
dilutive common shares include incremental shares issued for stock options and restricted stock units under our
equity incentive plans, our ESPP, and for certain periods, our 3.875% convertible senior notes (“3.875%
Convertible Notes”) and the associated convertible note hedge and warrant agreement. Potentially dilutive
comman shares are excluded from the computation of dilutive EPS in periods in which the effect would be
antidilutive. The following is a reconciliation of basic EPS to diluted EPS for 2011, 2010 and 2009:

Year ended December 31,

{Dollars and shares in thousands, except per share amounts) 2011 2010 2009
Numerator:
Net income attributable toSVBFG .. ... ... ... i $171,902 $94,951 $ 48,010
Preferred stock dividend and discount accretion ...................... - —  {25,336)
Net income available to common stockholders . ....................... $171,902 $94,9531 $ 22,674
Denominator:
Weighted average common shares outstanding—basic ................. 43,004 41,774 33,901
Weighted average effect of dilutive securities:
Stockoptionsand ESPP . . ... ... e 517 641 282
Restricted stock Units ... . o e 116 63 —
Denominator for diluted calculation . ....... ... ... ... ... . e, 43,637 42,478 34,183
Net income per common share:
BaSIC o .t e $§ 400 $ 227 $ 0.67
Diluted .. e e e S 394 $ 224 $ 066

The following table summarizes the common shares excluded from the diluted EPS calculation as they
were deemed to be antidilutive for 2011, 2010 and 2009:

Year ended December 31,

{Shares in thousands) 2011 2010 2009

SOCK P ONS . . i e e e 274 9 2,267
Restricted stOCK UNITS . v i ettt et ettt et e e 94 30 226
Warrant associated with CPP{1) ... ... i i i i nns — = 446
3 <= P 368 39 2,939

(1) InJune 2010, we repurchased in its entirety the warrant issued to the U.S. Treasury in connection with our
previous participation in the CPP.

Concurrent with the issuance of our 3.875% Convertible Notes, we entered into a convertible note hedge and
warrant agreement. The warrants expired ratably over 60 business days beginning on July 15, 2011. The common
shares under these warrants were excluded from the diluted EPS calculation for all periods presented as they
were deemed to be anti-dilutive based on the conversion price of $64.43 per common share. For more
information on our 3.875% Convertible Notes and the associated convertible note hedge and warrant agreement,
see Note 11—“Short-Term Borrowings and Long-Term Debt” and Note 12— “Derivative Financial Instruments”.
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Our $250 million 3.875% Convertible Notes matured on April 15, 2011. All of the notes were converted
prior to maturity and we made an aggregate $260.4 million conversion settlement payment. We paid $250.0
million in cash (representing total principal) and $10.4 million through the issuance of 187,760 shares of our
common stock (representing total canversion premium value). in addition, in connection with the conversion
settlement, we received 186,736 shares of our common stock, valued at $10.3 million, from the associated
convertible note hedge. Accordingly, there was not a significant impact on our total stockholders’ equity with
respect to settling the conversion premium value.

4, Share-Based Compensation

Share-based compensation expense was recorded net of estimated forfeitures for 2011, 2010 and 2009,
such that expense was recorded only for those share-based awards that are expected to vest. In 2011, 2010 and
2009, we recorded share-based compensation and related benefits as follows:

Year ended December 31,

{Dollars in thousands) 2011 2010 2009

Share-based compensation eXPense . ...t i, $18,221 513,761 514,784
Income tax benefit related to share-based compensation expense ............ (4,833} (3,400) (3,289)
Capitalized compensation Costs ... ... ... it i 1,466 996 895

Equity Incentive Plans

On May 11, 2006, our stackholders approved the 2006 Equity incentive Plan (the “2006 Incentive Plan”).
Our previous 1997 Equity Incentive Plan expired in December 2006. The 2006 incentive Plan provides for the
grant of various types of incentive awards, of which the following have been granted: (i} stock options;
(i) restricted stock awards; (iii) restricted stock units; and (iv) other cash or stock settled equity awards.

Subject to the provisions of Section 14 of the 2006 incentive Plan, the maximum aggregate number of
shares that may be awarded and sold was initially 3,000,000 shares plus: (i) shares that have been reserved but
not issued under our 1997 Equity Incentive Plan as of May 11, 2006; and (ii) shares subject to stock options or
similar awards granted under the 1997 Equity incentive Plan that expire or otherwise terminate without having
been exercised in full and shares issued pursuant to awards granted under the 1997 Equity Incentive Plan that
are forfeited or repurchased by us. No further awards may be made under the 1997 Equity Incentive Plan, but it
will continue to govern awards previously granted thereunder. in April 2011, our stockholders approved an
increase of 425,000 shares to the plan reserve.

Restricted stock awards and restricted stock units will be counted against the numerical limits of the 2006
incentive Plan as two shares for every one share awarded. Further, if shares acquired under any such award are
forfeited or repurchased by us and would otherwise return to the 2006 Incentive Plan, two times the number of
such forfeited or repurchased shares will return to the 2006 Incentive Plan and will again become available for
issuance.

Eligible participants in the 2006 Incentive Plan include directars, employees, and consultants. Options
granted under the 2006 Incentive Plan generally expire seven years after the grant date. Options generally
become exercisable over various periods, typically four years, from the grant date based on continued
employment, and typically vest annually. Restricted stock awards and units generally vest over the passage of
time and require continued employment or ather service through the vesting period. Performance-based
restricted stock units generally vest upon meeting certain performance-based objectives or the passage of time,

120



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

or a combination of both, and require continued employment or other service through the vesting period. The
vesting period for restricted stock units cannot be less than three years unless they are subject to certain
performance-based objectives, in which case the vesting period can be 12 months or longer.

Employee Stock Purchase Plan (“ESPP”)

We maintain an employee stock purchase plan under which participating employees may annually
contribute up to 10 percent of their gross compensation (not to exceed $25,000) to purchase shares of our
common stock at 85 percent of its fair market value at either the beginning or end of each six-month offering
period, whichever price is less. To be eligible to participate in the ESPP, an employee must, among other
requirements, be employed by the Company on both the date of offering and date of purchase, and be
employed customarily for at least 20 hours per week and at least five months per calendar year. We issued
149,327 shares and received $6.6 million in cash under the ESPP in 2011. At December 31, 2011, a total of
1,075,421 shares of our common stock were still available for future issuance under the ESPP. The next
purchase will be on June 30, 2012 at the end of the current six-month offering period.

Unrecognized Compensation Expense

As of December 31, 2011 unrecognized share-based compensation expense was as follows:

Average Expected
Unrecognized Recognition Period- in

(Dollars in thousands) Expense Years
StOCK OPIONS o ottt e $13,102 2.67
Restricted StOCK UNItS . ... ottt e 17,170 2.74
Total unrecognized share-based compensation expense .................. $30,272

Valuation Assumptions

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

2011 2010 2009

Equity incentive plan awards

Weighted average expected term of optionsinyears ......................... 4.6 45 4.5
Weighted average expected volatility of the Company’s underlying common stock . .. 48.7% 45.1% 58.8%
Risk-fre@ INterest rate .. ...\ttt it e e et e 200 223 2.00
Expected dividendyield ... ... ... ... . ... e — - —
Weighted average grant date fair value-stock options .. ....................... $25.12 $19.15 $10.83
Weighted average grant date fair value-restricted stock units .. ................. 59.69 4696 24.61
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The following weighted average assumptions and fair values were used for our ESPP:

2011 2010 2009

ESPP

Expected (erm N Years .. . i e e 0.5 0.5 0.5
Weighted average expected volatility of the Company’s underlying common stock . . . 273% 36.7% 90.0%
Risk-free interestrate ...ttt i it e 0.15 0.22 0.30
Expected dividendyield .......... ... . i e — - -
Weighted average fairvalue ............ it e $13.02 $10.22 $10.53

The expected term is based on the implied term of the stock options using factors based on historical
exercise behavior. The expected volatilities are based on a blended rate consisting of our historic volatility and
our expected volatility over a five-year term which is an indicator of expected volatility and future stock price
trends. For 2011, 2010 and 2009, expected volatilities for the ESPP were equal to the historical volatility for the
previous six-month periods. The expected risk-free interest rates were based on the yields of Treasury
Securities, as reported by the Federal Reserve Bank of New York, with maturities equal to the expected terms of
the employee stock options.

Share-Based Payment Award Activity

The table below provides stock option information related to the 1997 Equity Incentive Plan and the 2006
incentive Plan for the year ended December 31, 2011:

Weighted
Average Aggregate
Weighted Remaining Intrinsic
Average  Contractual Value of in-
Exercise Life in The-Money
Options Price Years Options
Outstanding at December 31,2010 ...................... 3,112,253 $37.88
Granted ... ... e 385,645 59.17
Exercised . ...t e (985,143) 33.96
Forfeited ....... ... oo i i (68,444) 4431
Expired ... . e e (4,951) 3831
Outstanding at December 31,2011 ...................... 2,439,360 42.64 3.51 $18,838,493
Vested and expected to vest at December 31,2011 ......... 2,332,192 4231 3.41 18,412,929
Exercisable at December 31,2011 ....................... 1,404,132 40.09 217 12,326,931
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The aggregate intrinsic value of outstanding options shown in the table above represents the pretax

intrinsic value based on our closing stock price of $47.69 as of December 31, 2011. The following table
summarizes information regarding stock options outstanding as of December 31, 2011:

Outstanding Options Exercisable Options
Weighted
Average
Remaining Weighted Weighted
Contractual Average Average
Exercise Exercise
Range of Exercise Prices Shares Life in Years Price Shares Price
S15.15-19.67 . .ot 393,436 3.36 $18.91 225,606 $18.49
19.68-32.15 .. ... e e 311,340 1.83 27.72 250,499 27.79
32.16-45.23 . .. e 267,747 3.62 43.44 142,986 43.44
45.24-48.26 . . . .. e 255,025 1.91 47.29 234,579 47.31
48.27-48.85 . . . e 292,112 3.24 48.75 215,232 48.74
48.86-49.41 . . ... . e 270,807 5.31 49.18 63,561 49.17
49.42-53.07 . ... e 170,434 2.23 51.33 154,266 51.46
53.08-60.14 ... ..o e e 154,426 2.56 54.32 117,403 53.66
$60.15-60.65 .. ... e _ 324,033 6.32 60.37 - -
g,439,360 3.51 42.64 1,404,132 40.09

We expect to satisfy the exercise of stock options by issuing new shares registered under the 1997 Equity
Incentive Plan and the 2006 Incentive Plan, as applicable. All future awards of stock options and restricted stock
will be issued from the 2006 Incentive Plan. At December 31, 2011, 1,386,360 shares were available for future
issuance.

The table below provides information for restricted stock units under the 2006 Incentive Plan for the year
ended December 31, 2011:

Weighted Average
Grant Date Fair
Shares Value
Nonvested at December 31,2010 . ..........c.iiriniennenennnn 395,950 $43.49
Granted . i e e e e 325,447 59.69
Vested .. e e e (167,414) 43.24
Forfeited ..o e (54,864) 56.36
Nonvested at December 31,2011 ......... ... ot iirinnnnnn... 499,119 52.72

The following table summarizes information regarding stock option and restricted stock activity during
2011, 2010 and 2009:

Year ended December 31,

(Dollars in thousands) 2011 2010 2009

Total intrinsic value of stock optionsexercised . ............ccviiiienenn... $20,772 $11,871 S 1,399
Total fair value of stock optionsvested . ............ ... .. ... 14,771 12,086 15,214
Total intrinsic value of restricted stockvested ............................ 9,142 6,313 5,160
Total fair value of restricted stockvested . ............ .. ... ... .. ... ... ... 7,240 5,522 8,721

123



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

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

The Bank is required to maintain reserves against customer deposits by keeping balances with the Federal
Reserve. The cash balances at the Federal Reserve are classified as cash and cash equivalents. Additionally, as a
member of the Federal Home Loan Bank (“FHLB”) and Federal Reserve Bank (“FRB”), we are required to hold
shares of FHLB and FRB stock under the Bank’s borrowing agreement. FHLB and FRB stock are recorded at cost
as a component of other assets, and any cash dividends received are recorded as a component of other
noninterest income.

The tables below provide information on the required reserve balances at the Federal Reserve, as well as
shares held at the FHLB and FRB for the years ended and as of December 31, 2011 and 2010:

Year ended December 31,

{Dollars in thousands) 2011 2010
Average required reserve balances at FRBSan Francisco .................ccovvenn..n $91,046  $46,929
December 31,
{Dollars in thousands) 2011 2010
FHLB stock holdings . .. ... i e e e e e e $25,000 $25,000
FRB stock holdings .. ... oot i e i i e e e e e e e 14,189 13,618

6. Cash and Cash Equivalents

The following table details the cash and cash equivalents at December 31, 2011 and 2010:

December 31,

(Dollars in thousands) 2011 2010

Cashandduefrombanks (1) ...ttt e $ 852,010 $2,672,725
Securities purchased under agreementstoreself (2) ........................... 175,553 60,345
Short-term agency discount notes . .......... ..ot - 330,370
Other short-term investment SeCUrities .. ...ttt et e e 87,385 12,992
Cashandcashequivalents ............ .., $1,114,948 $3,076,432

(1) At December 31, 2011 and 2010, $100.1 million and $2.2 billion, respectively, of our cash and due from
banks was deposited at the Federal Reserve Bank and was earning interest at the Federal Funds target
rate, and interest-earning deposits in other financial institutions were $371.5 million and $246.3 million,
respectively.

{2) At December 31, 2011 and 2010, securities purchased under agreements to resell were collateralized by
U.S. treasury securities and U.S. agency securities with aggregate fair values of $179.1 million and $61.6
million, respectively. None of these securities received as collateral were sold or repledged as of
December 31, 2011 and 2010.

Additional information regarding our securities purchased under agreements to reseil for 2011 and 2010 is
as follows:

Year ended December 31,

(Dollars in thousands) 2011 2010
Average securities purchased under agreementstoresell ........................ $110,291 S 41,113
Maximum amount outstanding at any month-end during theyear ................. 375,236 152,603
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7. Investment Securities

The major components of our investment securities portfolio at December 31, 2011 and 2010 are as
follows:

December 31, 2011 December 31, 2010
Amortized Unrealized Unrealized Carrying Amortized Unrealized Unrealized Carrying
(Dollars in thousands) Cost Gains Losses Value Cost Gains Losses Value
Available-for-sale securities, at fair value:
U.S. treasury securities ........... $ 25233 $ 731 $ — $ 25964$ 25408 S 1,002 S — $§ 26,410
U.S. agency debentures .......... 2,822,158 52,864 (90) 2,874,932 2,844,973 7,077 (16,957) 2,835,093
Residential mortgage-backed
securities:
Agency-issued mortgage-backed
securities .. ...... ... s 1,529,466 34,926 (106) 1,564,286 1,234,120 15,487 (1,097) 1,248,510

Agency-issued collateralized

mortgage obligations-fixed

rate ... 3,317,285 56,546 (71) 3,373,760 806,032 24,435 (1) 830,466
Agency-issued collateralized

mortgage obligations-variable

rate ... . 2,416,158 1,554 (4,334) 2,413,378 2,870,570 10,394 (1,439) 2,879,525
Agency-issued commercial
mortgage-backed securities .. ... 176,646 2,047 —_ 178,693 - - - -
Municipal bonds and notes ....... 92,241 8,257 - 100,498 96,381 2,164 (965) 97,580
Equity securities ................ 5,554 180 (1,199) 4,535 358 34 (9) 383
Total available-for-sale securities . . . . . $10,384,741 $157,105 $(5,800) $10,536,046 $7,877,842 $60,593  $(20,468) $7,917,967

Non-marketable securities:
Non-marketable securities (fair value accounting):

Venture capital and private equity fund investments (1) ............. 611,824 . ... 391,247

Other venture capital investments (2} .. ........... .. .o it 124,121 ... 111,843

Otherinvestments (3) ...t iin i 987 e 981
Non-marketable securities (equity method accounting):

Otherinvestments (4) ..........iiiiiiiiiii it 68,252 ... 67,031

Low income housing tax creditfunds ................. ... ... ... 34894 ... ... 27,832
Non-marketable securities {cost method accounting):

Venture capital and private equity fund investments (5) ............. 145,007 ... e 110,466

Other iNVeSTMENTS . ... vt ittt it e e it e i 19,355 ... 12,120
Total non-marketable securities ........... ... . i it 1,004,440 ... 721,520

Total investment SeCURItIes .. ... ..ttt it $11,540,486 $8,639,487

125



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

(1)

()

(3)

(4)

The following table shows the amount of venture capital and private equity fund investments by the following consolidated funds and
our ownership of each fund at December 31, 2011 and 2010:

December 31, 2011 December 31, 2010
(Dollars in thousands) Amount Ownership % Amount Ownership %
SVB Strategic Investors Fund, LP ..o, $ 39,567 12.6% $ 44,722 12.6%
SVB Strategic investors Fund ILLP ... ... ... ool 122,619 8.6 94,694 8.6
SVB Strategic Investors Fund I, LP .. ........ ... .ol 218,429 59 146,613 59
SVB Strategic Investors Fund IV, LP .......... ... ... ... ..... 122,076 5.0 40,639 5.0
Strategic investors Fund V, LP ........ ... ... ... ... oLl 8,838 0.3 - -
SVB Capital Preferred Return Fund, LP ... ............... ... .. 42,580 20.0 23,071 20.0
SVB Capital —NT Growth Partners, LP ....................... 43,958 33.0 28,624 33.0
SVB Capital Partners I, LP (i) .......c...cviiviiiiiinninnn. 2,390 5.1 4,506 5.1
Other private equity fund (i} ............ ... it 11,367 58.2 8,378 60.6

Total venture capital and private equity fund investments ....... $611,824 $391,247

(i) At December 31, 2011, we had a direct ownership interest of 1.3 percent and an indirect ownership interest of 3.8 percent in the
fund through our ownership of SVB Strategic Investors Fund I, LP.

(i) At December 31, 2011, we had a direct ownership interest of 41.5 percent and an indirect ownership interest of 12.6 percent and
4.1 percent in the fund through our ownership interests of SVB Capital—NT Growth Partners, LP and SVB Capital Preferred Return
Fund, LP, respectively.

The following table shows the amount of other venture capital investments by the following consolidated funds and our ownership of
each fund at December 31, 2011 and 2010:
December 31, 2011 December 31, 2010
{Dollars in thousands) Amount Ownership % Amount Ownership %
Silicon Valley BancVentures, LP .. ........cooiiinnninee... $ 17,878 10.7% S 21,371 10.7%
SVB Capital Partners I, LP (i) ..........coiiiiiieniinon 61,099 5.1 51,545 5.1
SVB India Capital Partners |, LP ... ..., 42,832 14.4 38,927 14.4
SVB Capital Shanghai Yangpu Venture Capital Fund ............ 2,312 6.8 - -
Total other venture capital investments ..................... $124,121 $111,843
(i) At December 31, 2011, we had a direct ownership interest of 1.3 percent and an indirect ownership interest of 3.8 percent in the
fund through our ownership of SVB Strategic Investors Fund Il, LP.
Other investments within non-marketable securities (fair value accounting) include our ownership in Partners for Growth, LP, a

consolidated debt fund. At December 31, 2011 we had a majority ownership interest of slightly more than 50.0 % in the fund. Partners
for Growth, LP is managed by a third party and we do not have an ownership interest in the general partner of this fund.

The following table shows the carrying value and our ownership percentage of each investment at December 31, 2011 and 2010:

December 31, 2011 December 31, 2010
(Dollars in thousands) Amount Ownership % Amount Ownership %
Gold Hill Venture Lending O3, LP (i} . .......ocoviuinnnino... $16,072 9.3% $17,826 9.3%
Gold Hill Capital 2008, LP (ii} ...........cooiviiiiiniin. 19,328 155 12,101 15.5
PartnersforGrowth ILLP . ... ... i e e 3,785 24.2 10,465 24.2
Otherinvestments . ... ...ttt it 29,067 N/A 26,639 N/A
Total otherinvestments . ..........cvivtiiieneinieennnanen. $68,252 $67,031

(i) At December 31, 2011, we had a direct ownership interest of 4.8 percent in the fund and an indirect interest in the fund through
our investment in GHLLC of 4.5 percent. Our aggregate direct and indirect ownership in the fund is 9.3 percent.

(i) At December 31, 2011, we had a direct ownership interest of 11.5 percent in the fund and an indirect interest in the fund through
our investment in Gold Hill Capital 2008, LLC of 4.0 percent. Our aggregate direct and indirect ownership in the fund is 15.5 percent.

126



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

(5) Represents investments in 329 and 343 funds (primarily venture capital funds) at December 31, 2011 and 2010, respectively, where
our ownership interest is less than 5% of the voting interests of each such fund and in which we do not have the ability to exercise
significant influence over the partnerships operating and financial policies. For the year ended December 31, 2011, we recognized
other-than-temporary impairment (“OTT!”) losses of $1.0 million resulting from other-than-temporary declines in value for 41 of the
329 investments. The OTTI losses are included in net gains (losses) on investment securities, a component of noninterest income. For
the remaining 288 investments at December 31, 2011, we concluded that declines in value, if any, were temporary and as such, no
OTTI was required to be recognized. At December 31, 2011, the carrying value of these venture capital and private equity fund
investments {cost method accounting) was $145.0 million, and the estimated fair value was $163.7 million.

The following table summarizes our unrealized losses on our available-for-sale securities portfolio into
categories of less than 12 months, or 12 months or longer as of December 31, 2011:

December 31, 2011
Less than 12 months 12 months or longer Total
Fair Value of Unrealized Fair Value of Unrealized Fair Value of Unrealized
(Dollars in thousands) Investments Losses Investments Losses Investments  Losses
U.S. agency debentures .................... $ 50994 S (90) @ S$— $— $ 50994 $ (90)
Residential mortgage-backed securities:
Agency-issued mortgage-backed securities . .. 54,588 (106) — - 54,588 (106)
Agency-issued collateralized mortgage
obligations—fixedrate ................. 50,125 (71) — —_ 50,125 (71)
Agency-issued collateralized mortgage
obligations—variablerate ............... 1,521,589 (4,334) - - 1,521,589 (4,334)
Equity securities ..........coi i, 3,831 (1,199) — — 3,831 (1,199)
Total temporarily impaired securities (1) ....... $1,681,127 $(5,800} S— $— 51,681,127 $(5,800)

(1) As of December 31, 2011, we identified a total of 106 investments that were in unrealized loss positions, none of
which have been in an impaired position for a period of time greater than 12 months. Based on the underlying
credit quality of the investments, we do not intend to sell any of our securities prior to recovery of our adjusted
cost basis and as of December 31, 2011, it is more likely than not that we will not be required to sell any of our
debt securities prior to recovery of our adjusted cost basis. Based on our analysis as of December 31, 2011, we
deem all impairments to be temporary and changes in value for our temporarily impaired securities as of the
same date are included in other comprehensive income. Market valuations and impairment analyses on assets in
the available-for-sale securities portfolio are reviewed and monitored on a quarterly basis.

The following table summarizes our unrealized losses on our available-for-sale securities portfolio into
categories of less than 12 months or 12 months or longer as of December 31, 2010:

December 31, 2010
Less than 12 months 12 months or longer Total
Fair Value of Unrealized Fair Value of Unrealized Fair Value of Unrealized
{Dollars in thousands) Investments Losses  Investments Losses Investments Losses
U.S. agency debentures ................... $1,731,639 $(16,957) S — $ — $1,731,639 $(16,957)
Residential mortgage-backed securities:
Agency-issued mortgage-backed securities . . 32,595 (1,097) — — 32,595 (1,097)
Agency-issued collateralized mortgage
obligations—fixedrate ................ 322 (1) — — 322 (1)
Agency-issued collateralized mortgage
obligations—variablerate .. ............ 506,104 (1,439) — — 506,104 (1,439)
Municipal bondsandnotes ................. 25,699 (893) 3,451 (72) 29,150 (965)
Equity securities .......... ... . oL 148 (9) — — 148 (9)
Total temporarily impaired securities . ... ... $2,296,507 $(20,396) $3,451 $(72) $2,299,958 $(20,468)
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The following table summarizes the remaining contractual principal maturities and fully taxable equivalent
yields on debt securities classified as available-for-sale as of December 31, 2011. Interest income on certain
municipal bonds and notes (non-taxable investments) are presented on a fully taxable equivalent basis using
the federal statutory tax rate of 35.0 percent. The weighted average yield is computed using the amortized cost
of debt securities, which are reported at fair value. For U.S. treasury securities, the expected maturity is the
actual contractual maturity of the notes. Expected remaining maturities for most U.S. agency debentures may
occur earlier than their contractual maturities because the note issuers have the right to call outstanding
amounts ahead of their contractual maturity. Expected maturities for mortgage-backed securities may differ
significantly from their contractual maturities because mortgage borrowers have the right to prepay
outstanding loan obligations with or without penalties. Mortgage-backed securities classified as
available-for-sale typically have original contractual maturities from 10 to 30 years whereas expected average
lives of these securities tend to be significantly shorter and vary based upon structure.

December 31, 2011

After One After Five
One Year Year to Years to After Ten
Total or Less Five Years Ten Years Years

Weighted- Weighted- Weighted- Weighted- Weighted-
Carrying Average Carrying Average Carrying Average Carrying Average Carrying Average
{Dollars in thousands) Value Yield Value Yield Value Yield Value Yield Value Yield

U.S. treasury

securities . ....... S 25,964 2.39% $ - —% S 25964 2.39% $ - —% $ - —%
U.S. agency

debentures ...... 2,874,932 1.60 38,183 2.19 2,659,334 1.55 177,415 2.16 — —
Residential

mortgage-backed

securities:

Agency-issued

mortgage-

backed

securities . ... .. 1,564,286 2.59 - - - —_ 1,434,122 2.50 130,164 3.53
Agency-issued

collateralized

mortgage

obligations—

fixedrate...... 3,373,760 241 — - — - — - 3,373,760 241
Agency-issued

collateralized

mortgage

obligations—

variablerate ... 2,413,378 0.70 — -— — — - — 2,413,378 0.70
Agency-issued

commercial

mortgage-backed

securities . ....... 178,693 2.11 - - — — — — 178,693 2.11
Municipal bonds and

notes ........... 100,498 6.00 559 5.38 12,089 5.48 50,242 5.97 37,608 6.22

Total ............. $10,531,511 1.85 $38,742 2.24 $2,697,387 158 $1,661,779 257 $6,133,603 1.78
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Available-for-sale securities with a fair value of $1.6 billion and $1.1 billion at December 31, 2011 and
2010, respectively, were pledged to secure certain deposits, current and prospective FHLB borrowings, and to

maintain the ability to borrow at the discount window at the Federal Reserve. For further information on our
available lines of credit, refer to Note 11—“Short-Term Borrowings and Long-Term Debt.”

The following table presents the components of gains and losses (realized and unrealized) on investment
securities in 2011, 2010 and 2009:

Year ended December 31,

{Dollars in thousands) 2011 2010 2009
Gross gains on investment securities:
Available-for-sale securities, atfairvalue (1) .............. ... ........ $ 37,387 $ 27,110 $ 246
Marketable securities (fair value accounting) .................. ... ..., 912 8,160 1,413
Non-marketable securities (fair value accounting):
Venture capital and private equity fund investments ................. 145,892 63,137 17,425
Other venture capitalinvestments ........ .. .. . . o i i, 36,506 29,455 15,970
Otherinvestments . ...... ... .. ittt iintiianeenns 40 140 762
Non-marketable securities (equity method accounting):
Otherinvestments ...................c.cvuu... e 12,445 8,551 6,528
Non-marketable securities (cost method accounting):
Venture capital and private equity fund investments ................. 2,517 1,739 449
Other inVestmentS . ...ttt i et i e e e 6,527 478 23
Total gross gains on investment securities .............. . i, 242,226 138,770 42,816
Gross losses on investment securities:
Available-for-sale securities, at fairvalue (1) .......................... (261) (2,287) (414)
Marketable securities (fair value accounting) ............ ... ... ... ... (8,103)  (9,855) (431)
Non-marketable securities (fair value accounting):
Venture capital and private equity fund investments ................. (26,591) (19,497) (46,318)
Other venture capital investments .. ........ ... ... ... (8,918} (11,079) (18,678)
Otherinvestments . ... ... . ittt i (16) (158) —
Non-marketable securities (equity method accounting):
Otherinvestments ............iiiiiirntii it (2,241) (616) (3,337)
Non-marketable securities {(cost method accounting):
Venture capital and private equity fund investments ................. (1,028) (1,793) (4,439)
Otherinvestments ........... ittt ittt (34) (125) (408)
Total gross losses on investment securities ........... ... ... c.iivnin.. (47,192) (45,410) (74,025)
Gains (losses) on investment securities, Net . ........vvet e e en... $195,034 S 93,360 $(31,209)

Gains (losses) attributable to noncontrolling interests, including carried
L1 28 C=T =) $125,042 $ 52,586 $(26,638)

(1) The cost basis of available-for-sale securities sold is determined on a specific identification basis.
8. Loans and Allowance for Loan Losses
We serve a variety of commercial clients in the technology, life science, venture capital/private equity and

premium wine industries. Our technology clients generally tend to be in the industries of hardware
(semiconductors, communications and electronics), software and related services, and clean technology. Our
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life science clients are concentrated in the medical devices and biotechnology sectors. Loans made to venture
capital/private equity firm clients typically enable them to fund investments prior to their receipt of funds from
capital calls. Loans to the premium wine industry focus on vineyards and wineries that produce grapes and
wines of high quality.

In addition to commercial loans, we make loans to targeted high-net-worth individuals through SVB Private
Bank. These products and services include real estate secured home equity lines of credit, which may be used to
finance real estate investments and loans used to purchase, renovate or refinance personal residences. These
products and services also include restricted stock purchase loans and capital call lines of credit. We also provide
real estate secured loans to eligible employees through our Employee Home Ownership Program (“EHOP”).

We also provide community development loans made as part of our responsibilities under the Community
Reinvestment Act. These loans are included within “Construction loans” below and are primarily secured by real
estate.

The composition of loans, net of unearned income of $60.2 million and $45.5 million at December 31, 2011
and 2010, respectively, is presented in the following table:

December 31,

{Dollars in thousands) 2011 2010
Commercial loans:

SO AN .o e $2,492,849  $1,820,680

Hardware . ........ i e e 952,303 641,052

Venture capital/privateequity ............ciiitiiiii i, 1,117,419 1,036,201

Life SCIENCe .. v e e e 863,737 575,944

Premiumwine (1) .. ...t e e e 130,245 144,972

Other ..o e 342,147 375,928
Commercial [0ans . ...t e e e 5,898,700 4,594,777
Real estate secured loans:

Premium Wine (1) . ..ottt 345,988 312,255

Consumer10ans (2) ..ot 534,001 361,704
Real estate secured 10ans .........oriiiiii i i 879,989 673,959
CoNStruCtioN [0aNS ... vt i i e e e e 30,256 60,178
CoNSUMET I0aNS ..o ot 161,137 192,823
Total loans, net of unearnedincome (3) ......... ... ... .c..viun.. $6,970,082  $5,521,737

(1) Included in our premium wine portfolio are gross construction loans of $110.8 million and $119.0 million at
December 31, 2011 and 2010, respectively.
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(2) Consumer loans secured by real estate at December 31, 2011 and 2010 were comprised of the following:

December 31,
{Dollars in thousands) 2011 2010
Loans for personalresidences ...........c.iiiiiiti i, $350,359 $189,039
Loans to eligibleemployees ........ ... ... . .., 99,704 88,510
Home equity linesof credit . . ... ... . o i 83,938 84,155
Consumer loans secured by realestate ...................ccivinun.. $534,001 $361,704

(3) Included within our total loan portfolio are credit card loans of $49.7 million and $32.5 million at
December 31, 2011 and 2010, respectively.

Credit Quality

The composition of loans, net of unearned income, broken out by portfolio segment and class of financing
receivable as of December 31, 2011 and 2010 is as follows:

December 31,

(Dollars in thousands) 2011 2010
Commercial loans:

SO AN ittt e e $2,492,849 51,820,680

Hardware ... e e e 952,303 641,052

Venture capital/privateequity ............. i 1,117,419 1,036,201

I =3 ol 1= T < 863,737 575,944

Premium wine . ... .. e 476,233 457,227

(104 =] e 372,403 436,106
Total commercial loans . ... 6,274,944 4,967,210
Consumer loans:

Realestatesecured loans . ........ ...ttt 534,001 361,704

Otherconsumer loans . . ... i i e i i e e 161,137 192,823
Total consumerloans ... ...t e e e 695,138 554,527
Total loans, net of unearnedincome ......... ... .. i, $6,970,082  $5,521,737
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The following table summarizes the aging of our gross loans, broken out by portfolio segment and class of
financing receivable as of December 31, 2011 and 2010:

Greater Than Loans Past Due 90
30 - 59 Days 60 - 89 Days 90 Days Past Total Past Days or More Still
{Dollars in thousands) Past Due Past Due Due Due Current Accruing Interest
December 31, 2011:
Commercial loans:
Software ........................ S 415 $1,006 S — §$ 1,421 52,515,327 S—
Hardware ....................... 1,951 45 — 1,996 954,690 -
Venture capital/private equity ....... 45 - — 45 1,128,475 —
Lifescience ................ ... ... 398 78 — 476 871,626 —
Premiumwine .................... 1 174 - 175 475,406 —
Other ... ... . ... .. .. 15 - — 15 370,539 -
Total commercialloans . .............. 2,825 1,303 — 4,128 6,316,063 =
Consumer loans:
Real estate securedloans . .......... — — — — 515,534 —
Other consumerloans ............. 590 — — 590 157,389 =
Total consumerloans ................ 590 — - 590 672,923 —
Total gross loans excluding impaired
loans ... 3,415 1,303 — 4,718 6,988,986 =
Impairedloans ..................... 1,350 1,794 6,613 9,757 26,860 =
Totalgrossloans .................... $4,765  $3,097 $6,613 $14,475 $7,015,846 _S_:
December 31, 2010:
Commercial loans:
Software ........... ... .. ..., S 674 S 239 S 17 $§ 930 $1,834,897 S17
Hardware ....................... 89 819 27 935 642,786 27
Venture capital/private equity ....... - — - — 1,046,696 -
Lifescience ............. ... ... ... 157 — — 157 578,208 -
Premiumwine .................... - — - — 451,006 —
Other ..., — — — — 438,345 —
Total commercialloans . .............. 920 1,058 44 2,022 4,991,938 ﬁ
Consumer loans:
Real estate securedloans . .......... — — — — 341,048 —
Other consumerloans ............. — — — - 192,771 =
Total consumerloans ................ — — - — 533,819
Total gross loans excluding impaired
loans ......... .. 920 1,058 44 2,022 5,525,757 44
Impairedloans ..................... 323 913 7,805 9,041 30,385 -—
Totalgrossloans .................... $1,243 $1,971 $7,849 $11,063 $5,556,142 $44
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The following table summarizes our impaired loans as they relate to our allowance for loan losses, broken
out by portfolio segment and class of financing receivable as of December 31, 2011 and 2010:

Impaired loans for which Impaired loans for which

there is a related there is no related
allowance for loan allowance for loan Total carrying value of Total unpaid principal of

(Dollars in thousands) losses losses impaired loans impaired loans
December 31, 2011:
Commercial loans:

Software .............. S 1,142 S — $ 1,142 S 1,540

Hardware ............. 4,754 429 5,183 8,843

Life science ............ — 311 311 523

Premiumwine .......... — 3,212 3,212 3,341

Other ................. 4,303 - 1,050 5,353 9,104
Total commercial loans . . . .. _10_i9_9_ _ioz LZOl 23,351
Consumer loans:

Real estate secured

foans ............... — 18,283 18,283 22,410

Other consumer loans ... 3,133 . — 3,133 3,197
Total consumer loans ...... 3,133 _18,283 21,416 25,607
Total ................... $13,332 _23,285 $36,617 $48,958
December 31, 2010:
Commercial loans:

Software .............. S 2,958 S 334 S 3,292 $ 5,332

Hardware ............. 3,517 307 3,824 3,931

Life science ............ 2,050 1,362 3,412 4,369

Premiumwine .......... 2,995 3,167 6,162 7,129

Other ................. 1,158 1,019 2,177 2,790
Total commercial loans .. ... 12,678 __6,189 18,867 23,551
Consumer loans:

Real estate secured

loans ............... 20,559 = 20,559 23,430

Total consumerloans ...... 20,559 = 20,559 23,430
Total ................... $33,237 $_6,189 $39,426 $46,981
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The following table summarizes our average impaired loans, broken out by portfolio segment and class of
financing receivable during 2011 and 2010:

Year ended December 31,
(Dollars in thousands) 2011 2010

Average impaired loans:
Commercial loans:

SO WA . L S 2,575 S 6,153
HardWare ... e e e 5,854 9,485
Life sCience ..o 1,228 5,772
Premium Wine ... . 2,566 1,461
Other . e 4,751 2,279
Total commercialloans ...... ... i i e e 16,974 25,150
Consumer loans:
Real estate secured 10ans . ...... ...ttt 19,179 21,055
Otherconsumerloans . ........... ..ttt 1,076 117
Total consumer loans ... .. . . e e 20,255 21,172
Total average impaired loans ........ ... ... it $37,229 $46,322

The following table summarizes the activity in the allowance for loan losses during 2011 and 2010, broken
out by portfolio segment and class of financing receivable:

Year ended December 31, 2011 Beginning Provision Ending
(dollars in thousands) Balance Charge-offs Recoveries (Reduction of) Balance

Commercial loans:

Software . ... $29,288 $(10,252) $11,659 S 7,568 $38,263
Hardware ....... ... . . i i 14,688 (4,828) 455 6,495 16,810
Venture capital/privateequity ................ 8,241 — — (922) 7,319
Lifescience .......... ... i 9,077 (4,201) 6,644 (1,277) 10,243
Premiumwine ........... ... ... .. ... 5,492 (449) 1,223 (2,352) 3,914
Other ... ... . 5,318 (3,954) 471 3,982 5,817
Total commercialloans ........................ 72,104  (23,684) 20,452 13,494 82,366
Consumerioans ... i e 10,523 (220) 4,671 (7,393) 7,581
Total allowance forloanlosses .. ................ $82,627 $(23,904) $25,123 S 6,101 $89,947
Year ended December 31, 2010 Beginning Ending
(dollars in thousands) Balance Charge-offs Recoveries  Provision Balance

Commercial loans:

Software . ... ... $24,209 5(16,230) S 5,838 515,471 $29,288
Hardware ...t e e 16,194  (10,568) 5,715 3,347 14,688
Venture capital/privateequity . ................... 5,664 — — 2,577 8,241
Lifescience ... ..o e 9,651 (17,629) 3,738 13,317 9,077
Premium wine . ...t 4,652 (1,457) 222 2,075 5,492
Other ... i 3,877 (4,866) 737 5,570 5,318
Total commercialloans ..............c..cvvinn.. 64,247 (50,750} 16,250 42,357 72,104
Consumerloans ............ . ... i, 8,203 (489) 538 2,271 10,523
Total aliowance forloanlosses ..................... $72,450 $(51,239) S$16,788 544,628 $82,627
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The following table summarizes the allowance for loan losses individually and collectively evaluated for
impairment as of December 31, 2011 and 2010, broken out by portfolio segment:

December 31, 2011 December 31, 2010

Individually Collectively Individually Collectively
Evaluated for Evaluated for Evaluated for Evaluated for
(Dollars in thousands) Impairment Impairment Impairment Impairment

Commercial loans:

SO IWANe . .ot e e $ 526 $37,737 S 986 $28,302
Hardware . ...t et 1,261 15,549 1,348 13,340
Venture capital/privateequity .. ............. ... ... — 7,319 — 8,241
Life SCIBNCE & oottt i e e, — 10,243 346 8,731
PremiuUm WINE . ..ottt iei e - 3,914 438 5,054
Other .o it e e s 1,180 4,637 122 5,196
Total commercialloans ......... ..., 2,967 79,399 3,240 68,864
CoNSUMEN l0aNS ..t vttt ittt i 740 6,841 3,696 6,827
Total allowance forloanlosses ...................... $3,707 $86,240 $6,936 $75,691
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Credit Quality Indicators

For each individual client, we establish an internal credit risk rating for that loan, which is used for assessing
and monitoring credit risk as well as performance of the loan and the overall portfolio. Our internal credit risk
ratings are also used to summarize the risk of loss due to failure by an individual borrower to repay the loan. For
our internal credit risk ratings, each individual loan is given a risk rating of 1 through 10. Loans risk rated 1
through 4 are performing loans and translate to an internal rating of “Pass”, with loans risk rated 1 being cash
secured. Loans risk rated 5 through 7 are loans that are performing loans, however, we consider them as
demonstrating higher risk which requires more frequent review of the individual exposures; these translate to an
internal rating of “Performing (Criticized)”. A majority of our “performing (criticized)” loans are from our SVB
Accelerator practice, serving our emerging or early stage clients. Loans risk rated 8 and 9 are loans that are
considered to be impaired and are on nonaccrual status. Loans are placed on nonaccrual status when they
become 90 days past due as to principal or interest payments {unless the principal and interest are well secured
and in the process of collection), or when we have determined, based upon most recent available information,
that the timely collection of principal or interest is not probable. (For further description of nonaccrual loans,
refer to Note 2—“Summary of Significant Accounting Policies.”); these loans are deemed “Impaired”. Loans rated
10 are charged-off and are not included as part of our loan portfolio balance. We review our credit quality
indicators for performance and appropriateness of risk ratings as part of our evaluation process for our
allowance for loan iosses. The following table summarizes the credit quality indicators, broken out by portfolio
segment and class of financing receivables as of December 31, 2011 and 2010:

Performing
{Dollars in thousands) Pass (Criticized)  Impaired Total
December 31, 2011:
Commercial loans:
SOftWare ... $2,290,497 $226,251 S 1,142 52,517,890
Hardware ... . i e 839,230 117,456 5,183 961,869
Venture capital/privateequity ........................ 1,120,373 8,147 — 1,128,520
Lifescience ...t e 748,129 123,973 311 872,413
Premiumwine . ... . e 434,309 41,272 3,212 478,793
Other ... e 353,434 17,120 5,353 375,907
Totalcommercialloans . . ........ ... .. 5,785,972 534,219 15,201 6,335,392
Consumer loans:
Real estatesecuredloans . .......... ..., 497,060 18,474 18,283 533,817
Otherconsumerloans .............c.cciiiiiiiinnan.n. 151,101 6,878 3,133 161,112
Totalconsumerloans ................iiiiiiuneenon.. 648,161 25,352 21,416 694,929
Total Gross 10ans .. ..ot $6,434,133 $559,571 $36,617 $7,030,321
December 31, 2010:
Commercial loans:
SoftWare . ... e $1,717,309 $118,518 S 3,292 $1,839,119
Hardware ............ ... .. i 575,401 68,320 3,824 647,545
Venture capital/privateequity ........... .. ... ... .... 1,031,373 15,323 — 1,046,696
Lifescience ...t 520,596 57,769 3,412 581,777
Premium wine . ... ... .. 400,519 50,487 6,162 457,168
Other ... 415,381 22,964 2,177 440,522
Totalcommercialloans . ......... ..o 4,660,579 333,381 18,867 5,012,827
Consumer loans:
Realestatesecuredloans ........... ..., 337,087 3,961 20,559 361,607
Otherconsumerloans .......... ..., 181,561 11,210 — 192,771
Totalconsumerloans .......... .. i, 518,648 15,171 20,559 554,378
Totalgross1oans ..ot $5,179,227 $348,552 $39,426 $5,567,205
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Troubled Debt Restructurings

As of December 31, 2011, we had TDRs of $34.3 million where concessions have been granted to
borrowers experiencing financial difficulties, in an attempt to maximize collection. Substantially all of these
TDRs were included as part of our impaired loan balances. In order for these loan balances to return to accrual
status, the borrower must demonstrate a sustained period of timely payments and the ultimate collectability of
all amounts contractually due may not be in doubt. There were unfunded commitments available for funding of
$1.1 million to the clients associated with these TDRs as of December 31, 2011. The following table summarizes
our loans modified in TDRs, broken out by portfolio segment and class of financing receivables as of

December 31, 2011:

(Dollars in thousands) December 31, 2011

Loans modified in TDRs:
Commercial loans:

SO AN .« o oot e S 1,142

Hardware ... ... i i i e 5,183

Premiumwine . ...... . . i 1,949

Other .o 4,934
Totalcommercialloans .......... ... 13,208
Consumer loans:

Real estatesecuredloans ........... ... ... ... ..., 17,934

Otherconsumerloans ...........coviiiinnnnnn. 3,133
Totalconsumerloans . ....... ..ot 21,067
TOtal . e e e $34,275

During 2011 all new TDRs were modified through payment deferrals granted to our clients, however no
principal or interest was forgiven. The following table summarizes the recorded investment in loans modified in
TDRs, broken out by portfolio segment and class of financing receivable, for modifications made during 2011.

Year ended

(Dollars in thousands) December 31, 2011
Loans modified in TDRs during the period:
Commercial loans:

SO WA .« ot ittt S 615

Hardware .. ... o e e 4,018

PremiUm WINe ... e e e 1,949

Other ..o 3,884
Total commercialloans (1) ... i i 10,466
Consumer loans:

Otherconsumerloans .......... ... .. 3,133
Totalconsumer loans . ...ttt i e e e e _3&
Total loans modified in TDR’s during the period .. ................... $13,599

(1)

During 2011, we had partial charge-offs of $2.8 million on loans classified as TDRs.

The related aliowance for loan losses for the majority of our TDRs is determined on an individual basis by
comparing the carrying value of the loan to the present value of the estimated future cash flows, discounted at
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the pre-modification contractual interest rate. For certain TDRs, the related allowance for loan losses is
determined based on the fair value of the collateral if the loan is collateral dependent.

The following table summarizes the recorded investment in loans modified in TDRs within the previous
12 months that subsequently defaulted during 2011, broken out by portfolio segment and class of financing
receivable:

Year ended
{Dollars in thousands) December 31, 2011
TDRs modified within the previous 12 months that defaulted during the
period:
Commercial loans:

Hardware . ... e $1,885

o =T 0110 o Y T 1,949
Total commercial loans . ........... i . 3,834
Consumer loans:

Other consumerloans . ......oviv it et 3,133
Total conSUMEr l0aNS . . ..ot v ittt e e e 3,133
Total TDRs modified within the previous 12 months that defaulted in the

o= ¢ T o PSP $6,967

Charge-offs and defaults on previously restructured loans are evaluated to determine the impact to the
allowance for loan losses, if any. The evaluation of these defaults may impact the assumptions used in
calculating the reserve on other TDRs and impaired loans as well as management’s overall outlook of
macroeconomic factors that affect the reserve on the loan portfolio as a whole. After evaluating the charge-offs
and defaults experienced on our TDRs we determined that no change to our reserving methodology was
necessary to determine the allowance for loan losses as of December 31, 2011.

9. Premises and Equipment

Premises and equipment at December 31, 2011 and 2010 consisted of the following:

December 31,

(Dollars in thousands) 2011 2010

Computersoftware .............cvviriivininnnnn. S 90,632 S 68,728
Computerhardware ................c i, 37,717 32,158
Leasehold improvements ........................ 32,604 31,026
Furniture and equipment . ............ ... ... .... 14,088 11,940
Total L. 175,041 143,852
Accumulated depreciation and amortization ......... (118,570) (99,307)
Premises and equipment, net ..................... S 56,471 S 44,545

Depreciation and amortization expense for premises and equipment was $17.7 million, $14.1 million, and
$14.2 million in 2011, 2010 and 2009, respectively.
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10. Deposits

The following table presents the composition of our deposits at December 31, 2011 and 2010:

{Dollars in thousands)

Noninterest-bearingdemand .................
Negotiable order of withdrawal (NOW)} .........
Moneymarket .. ........... ... .. ...
Money market deposits in foreign offices .......
Sweep deposits in foreign offices ..............
Time e

Totaldeposits ............ . ... i

December 31,

2010

$11,861,888 S 9,011,538
112,690 69,287
2,483,406 2,272,883
117,638 98,937
1,978,165 2,501,466
155,749 382,830
$16,709,536  $14,336,941

The aggregate amount of time deposit accounts individually equal to or greater than $100,000 totaled
$126.0 million and $343.5 million at December 31, 2011 and 2010, respectively. Interest expense paid on time
deposits individually equal to or greater than $100,000 totaled $0.9 million, $1.5 million and $2.1 million in
2011, 2010 and 2009, respectively. At December 31, 2011, time deposit accounts individually equal to or
greater than $100,000 totaling $125.6 million were scheduled to mature within one year.

11. Short-Term Borrowings and Long-Term Debt

The following table represents outstanding short-term borrowings and long-term debt at December 31,

2011 and 2010:

Principal value at
(Dollars in thousands) Maturity December 31, 2011

Carrying value

December 31, 2011

December 31, 2010

Short-term borrowings:
Other short-term borrowings .. (1) S

Total short-term borrowings .. ...

Long-term debt:

5.375% Senior Notes ......... September 15, 2020 350,000
5.70% Senior Notes (2) ....... June 1, 2012 141,429

6.05% Subordinated

Notes(3) ................ June 1, 2017
3.875% Convertible Notes ... .. April 15, 2011
7.0% Junior Subordinated

Debentures .............. October 15, 2033
Other long-termdebt ........ (4)

Total long-termdebt ...........

S — S 37,245
S — $ 37,245
$347,793 S 347,601
143,969 265,613
55,075 285,937
— 249,304
55,372 55,548
1,439 5,257
$603,648 $1,209,260

(1) Represents cash collateral received from counterparties for our interest rate swap agreements related to
our 5.70% Senior Notes and 6.05% Subordinated Notes. Due to the repurchase of $312.6 million of these
notes and termination of associated portions of interest rate swaps in May 2011, the notional value of our
swaps fell below the $10 million threshold specified in the agreement, and, therefore, the full collateral

was returned to the counterparties.
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(2) At December 31, 2011 and 2010, included in the carrying value of our 5.70% Senior Notes are $2.6 million
and $15.7 million, respectively, related to the fair value of the interest rate swap associated with the notes.

(3) At December 31, 2011 and 2010, included in the carrying value of our 6.05% Subordinated Notes are $8.8
million and $36.3 million, respectively, related to the fair value of the interest rate swap associated with
the notes.

{4) Represents long-term notes payable related to one of our debt fund investments, and was payable
beginning April 30, 2009 with the last payment due in April 2012.

The aggregate annual maturities of long-term debt obligations as of December 31, 2011 are as follows:

Year ended December 31, (dollars in thousands):

2002 e e e e e e e e $145,408
2003 L e e e —_
2004 e e e e e —
0 3 —
{0 -
2017 and thereafter . ..ot e e 458,240
O Al e $603,648

Interest expense related to short-term borrowings and long-term debt was $30.2 million, $28.8 million and
$27.7 million in 2011, 2010 and 2009, respectively. Interest expense shown is net of the cash flow impact from
our interest rate swap agreements related to our 5.70% Senior Notes and 6.05% Subordinated Notes. The
weighted average interest rate associated with our short-term borrowings as of December 31, 2010 was 0.13
percent.

5.375% Senior Notes

In September 2010, we issued $350 million of 5.375% Senior Notes due in September 2020 (“5.375%
Senior Notes”). We received net proceeds of $344.5 million after deducting underwriting discounts and
commissions and other expenses. We used approximately $250 million of the net proceeds from the sale of the
notes to meet obligations due on our 3.875% Convertible Notes, which matured on April 15, 2011 (see “3.875%
Convertible Notes” section below for further details). The remaining net proceeds were used for general
corporate purposes, including working capital.

Senior Notes and Subordinated Notes

On May 15, 2007, the Bank issued 5.70% Senior Notes, due June 1, 2012, in an aggregate principal amount
of $250 million and 6.05% Subordinated Notes, due June 1, 2017, in an aggregate principal amount of
$250 million (collectively, the “Notes”). The discount and issuance costs related to the Notes were $0.8 million
and $4.2 million, respectively, and the net proceeds from the offering of the Notes were $495.0 million. The
Notes are not redeemable prior to maturity and interest is payable semi-annually. Debt issuance costs of $2.0
million and $2.2 million related to the 5.70% Senior notes and 6.05% Subordinated notes, respectively, were
deferred and are being amortized to interest expense over the term of the Notes, using the effective interest
method. Concurrent with the issuance of the Notes, we entered into fixed-to-variable interest rate swap
agreements related to both the senior notes and the subordinated notes (see Note 12— “Derivative Financial
Instruments”).
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We repurchased $108.6 million of our 5.70% Senior Notes and $204.0 million of our 6.05% Subordinated
Notes through a tender offer transaction on May 2, 2011. These repurchases resulted in a gross loss from
extinguishment of debt of $33.9 million, which included the payment of the repurchase premiums, transaction
fees, and discount and origination fee accretion related to the notes. In connection with these repurchases, we
terminated corresponding amounts of the interest rate swaps associated with these notes (see Note 12—
“Derivative Financial Instruments”), resulting in a gross gain on swap termination of $37.0 million. The net gain
from the note repurchases and the termination of corresponding portions of the interest rate swaps was $3.1
million (on a pre-tax basis), and was recognized during the second quarter of 2011 as a reduction in noninterest
expense, which is included in the line item “Other”.

3.875% Convertible Notes

Our $250 million 3.875% Convertible Notes matured on April 15, 2011. All of the notes were converted
prior to maturity and we made an aggregate $260.4 million conversion settlement payment. We paid $250.0
million in cash (representing total principal) and $10.4 million through the issuance of 187,760 shares of our
common stock (representing total conversion premium value). In addition, in connection with the conversion
settlement, we received 186,736 shares of our common stock, valued at $10.3 million, from the associated
convertible note hedge. Accordingly, there was no significant net impact on our total stockholders’ equity with
respect to settling the conversion premium value.

Concurrent with the issuance of our 3.875% Convertible Notes, we entered into a convertible note hedge
and warrant agreement (see Note 12—“Derivative Financial Instruments”), which effectively increased the
economic conversion price of our 3.875% Convertible Notes to $64.43 per share of common stock. The terms of
the hedge and warrant agreement were not part of the terms of the notes and did not affect the rights of the
holders of the notes. The warrants expired ratably over 60 business days beginning on July 15, 2011.

The effective interest rate for our 3.875% Convertible Notes in 2011 and 2010 was 5.92 percent and 5.70
percent, respectively, and interest expense was $4.2 million and $14.1 million, respectively.

7.0% Junior Subordinated Debentures

On October 30, 2003, we issued $51.5 million in 7.0% Junior Subordinated debentures to a special-purpose
trust, SVB Capital I. Distributions to SVB Capital Il are cumulative and are payable quarterly at a fixed rate of 7.0
percent per annum of the face value of the junior subordinated debentures. Distributions for each of 2011,
2010 and 2009 were $3.5 million. The junior subordinated debentures are mandatorily redeemable upon
maturity on October 15, 2033, or may be redeemed prior to maturity in whole or in part, at our option, at any
time on or after October 30, 2008. Issuance costs of $2.2 million related to the junior subordinated debentures
were deferred and are being amortized over the period until mandatory redemption of the debentures in
October 2033. We entered into a fixed-to-variable interest rate swap agreement related to these junior
subordinated debentures (see Note 12—“Derivative Financial Instruments”).

Available Lines of Credit

We have certain facilities in place to enable us to access short-term borrowings on a secured (using
available-for-sale securities as collateral) and an unsecured basis. These include repurchase agreements and
uncommitted federal funds lines with various financial institutions. As of December 31, 2011, we had not
borrowed against any of our repurchase lines or any of our uncommitted federal funds lines. We also pledge
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securities to the Federal Home Loan Bank of San Francisco and the discount window at the Federal Reserve
Bank. The market value of collateral pledged to the Federal Home Loan Bank of San Francisco (comprised
entirely of U.S. agency debentures) at December 31, 2011 totaled $1.5 billion, all of which was unused and
availabie to support additional borrowings. The market value of collateral pledged at the discount window of
the Federal Reserve Bank at December 31, 2011 totaled $100.5 million, all of which was unused and available to
support additional borrowings.

12. Derivative Financial Instruments

We primarily use derivative financial instruments to manage interest rate risk, currency exchange rate risk,
equity market price risk and to assist customers with their risk management objectives. Also, in connection with
negotiating credit facilities and certain other services, we often obtain equity warrant assets giving us the right
to acquire stock in private, venture-backed companies in the technology and life science industries.

Interest Rate Risk

Interest rate risk is our primary market risk and can result from timing and volume differences in the
repricing of our interest rate-sensitive assets and liabilities and changes in market interest rates. To manage
interest rate risk for our 5.70% Senior Notes, and 6.05% Subordinated Notes, we entered into fixed-for-floating
interest rate swap agreements at the time of debt issuance based upon London Interbank Offered Rates
(“LIBOR”) with matched-terms. Prior to our termination of portions of our interest rate swap agreements
(discussed below), we used the shortcut method to assess hedge effectiveness and evaluate the hedging
relationships for qualification under the shortcut method requirements for each reporting period. Net cash
benefits associated with our interest rate swaps were recorded in “Interest expense—Borrowings,” a
component of net interest income. The fair value of our interest rate swaps was calculated using a discounted
cash flow method and adjusted for credit valuation associated with counterparty risk. Increases from changes in
fair value were included in other assets and decreases from changes in fair value were included in other
liabilities.

In connection with the repurchase of portions of our 5.70% Senior Notes and 6.05% Subordinated Notes in
May 2011, we terminated corresponding amounts of the associated interest rate swaps. As a result of these
terminations, the remaining portions of the interest rate swaps no longer qualify for the shortcut method to
assess hedge effectiveness under ASC 815, and are accounted for under the long-haul method. Any differences
associated with our interest rate swaps that arise as a result of hedge ineffectiveness are recorded through net
gains (losses) on derivative instruments, in noninterest income, a component of consolidated net income.

For more information on our 5.70% Senior Notes and 6.05% Subordinated Notes, see Note 11—“Short-
Term Borrowings and Long-Term Debt.”

Currency Exchange Risk

We enter into foreign exchange forward contracts to economically reduce our foreign exchange exposure
risk related to our client loans that are denominated in foreign currencies, primarily in Pound Sterling and Euro.
We do not designate any foreign exchange forward contracts as derivative instruments that qualify for hedge
accounting. Changes in currency rates on the loans are included in other noninterest income, a component of
noninterest income. We may experience ineffectiveness in the economic hedging relationship, because the
loans are revalued based upon changes in the currency’s spot rate on the principal value, while the forwards are
revalued on a discounted cash flow basis. We record forward agreements in gain positions in other assets and
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loss positions in other liabilities, while net changes in fair value are recorded through net gains (losses) on
derivative instruments, in noninterest income, a component of consolidated net income.

Equity Market Price Risk

Our 3.875% Convertible Notes, which matured in April 2011, contained conversion options that enabled
holders to convert the notes, subject to certain conditions. Upon conversion of the notes, we paid the
outstanding principal amount in cash as required by the terms of the notes, and to the extent that the
conversion value exceeded the principal amount, we had the option to pay cash or shares of our common stock
{or a combination of cash and shares) in respect of the excess amount. The conversion option represented an
equity risk exposure for the excess conversion value and was an equity derivative classified in stockholders’
equity. We managed equity market price risk of our 3.875% Convertible Notes by entering into a convertible
note hedge and warrant agreement at a net cost of $20.6 million, which effectively increased the economic
conversion price from $53.04 per common share to $64.43, and decreased potential dilution to stockholders
resulting from the conversion option. For 2011, 2010 and 2009, there were no conversions or exercises under
the warrant agreement as the warrants were not convertible. The warrants expired ratably over 60 business
days beginning on July 15, 2011.

Other Derivative Instruments

Equity Warrant Assets

Our equity warrant assets are concentrated in private, venture-backed companies in the technology and
life science industries. Most of these warrant agreements contain net share settlement provisions, which permit
us to pay the warrant exercise price using shares issuable under the warrant (“cashless exercise”). We value our
equity warrant assets using a modified Black-Scholes option pricing model, which incorporates assumptions
about the underlying asset value, volatility, and the risk-free rate. We make valuation adjustments for
estimated remaining life and marketability for warrants issued by private companies. Equity warrant assets are
recorded at fair value in other assets, while changes in their fair value are recorded through net gains (losses)
on derivative instruments, in noninterest income, a component of consolidated net income.

Loan Conversion Options

In connection with negotiating certain credit facilities, we occasionally extend loan facilities which have
convertible option features. The convertible loans may be converted into a certain number of shares
determined by dividing the principal amount of the loan by the applicable conversion price. Because our loan
conversion options have underlying and notional values and had no initial net investment, these assets qualify
as derivative instruments. We value our loan conversion options using a modified Black-Scholes option pricing
model, which incorporates assumptions about the underlying asset value, volatility, and the risk-free rate. Loan
conversion options are recorded at fair value in other assets, while changes in their fair value are recorded
through net gains (losses) on derivative instruments, in noninterest income, a component of consolidated net
income.

Other Derivatives
We sell forward and option contracts to clients who wish to mitigate their foreign currency exposure. We
economically reduce the currency risk from this business by entering into opposite way contracts with

correspondent banks. This relationship does not qualify for hedge accounting. The contracts generally have
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terms of one year or less, although we may have contracts extending for up to five years. We generally have not
experienced nonperformance on these contracts, have not incurred credit losses, and anticipate performance
by all counterparties to such agreements. Increases from changes in fair value are included in other assets and
decreases from changes in fair value are included in other liabilities. The net change in the fair value of these
contracts is recorded through net gains (losses) on derivative instruments, in noninterest income, a component
of consolidated net income.

We sell interest rate contracts to clients who wish to mitigate their interest rate exposure. We
economically reduce the interest rate risk from this business by entering into opposite way contracts with
correspondent banks. We do not designate any of these contracts (which are derivative instruments) as
qualifying for hedge accounting. Increases from changes in fair value are included in other assets and decreases
from changes in fair value are included in other liabilities. The net change in the fair value of these derivatives is
recorded through net gains (losses) on derivative instruments, in noninterest income, a component of
consolidated net income.

Counterparty Credit Risk
We are exposed to credit risk if counterparties to our derivative contracts do not perform as expected. We

minimize counterparty credit risk through credit approvals, limits, monitoring procedures and obtaining
collateral, as appropriate.
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The total notional or contractual amounts, fair value, collateral and net exposure of our derivative financial
instruments at December 31, 2011 and 2010, were as follows:

December 31, 2011 December 31, 2010
Notional or Net  Notional or Net
Balance Sheet Contractual Fair  Collateral Exposure Contractual Collateral Exposure
(Dollars in thousands) Location Amount Value (1) (2) Amount Fair Value (1) (2)

Derivatives designated as
hedging instruments:
Interest rate risks:
Interest rate swaps . . ... Other assets  $187,393 $ 11,441 S$— $ 11,441 $500,000 $ 52,017 $37,245 $14,772

Derivatives not designated
as hedging instruments:

Currency exchange risks:
Foreign exchange

forwards ........... Other assets 68,518 514 514 33,046 459 — 459
Foreign exchange

forwards ........... Other liabilities 6,822 (199) — (199) 26,764 (280) — (280)

Net exposure ....... 315 — 315 179 - 179

Other derivative
instruments:

Equity warrant assets . .. Other assets 144,586 66,953 - 66,953 126,062 47,565 - — 47,565
Other derivatives:
Foreign exchange
forwards ......... Other assets 387,714 17,541 — 17,541 291,243 9,408 — 9,408
Foreign exchange
forwards ......... Other liabilities 366,835 (16,346) — (16,346) 267,218 (8,505} — (8,505)
Foreign currency
options .......... Other assets 75,600 271 — 271 118,133 1,482 - 1,482
Foreign currency
options .......... Other liabilities 75,600 (271) - (271) 118,133 (1,482) —  (1,482)
Loan conversion
options .......... Other assets 14,063 923 — 923 10,175 4,291 4,291
Client interest rate
derivatives ....... Other assets 39,713 50 - 50 —_ — —_ —
Client interest rate
derivatives ....... Other liabilities 39,713 (52) — (52) - — — —
Net exposure ..... 2,116 — 2,116 5,194 — 5,194
Net ................... $80,825 S— $80,825 $104,955 $37,245 $67,710

(1) Cash collateral received from counterparties for our interest rate swap agreements is recorded as a component of
“Short-term borrowings” on our consolidated balance sheets.

(2) Net exposure for contracts in a gain position reflects the replacement cost in the event of nonperformance by all such
counterparties. The credit ratings of our institutional counterparties as of December 31, 2011 remain at investment
grade or higher and there were no material changes in their credit ratings for the year ended December 31, 2011.
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A summary of our derivative activity and the related impact on our consolidated statements of income for
2011, 2010 and 2009 is as follows:

Year ended December 31,
{Dollars in thousands) Statement of Income Location 2011 2010 2009

Derivatives designated as hedging
instruments:

Interest rate risks:
Net cash benefit associated with

interestrateswaps ............. Interest expense—borrowings $14,486 $24,682 $20,967
Changes in fair value of interest rate Net gains (losses) on derivative
SWAPD © i e instruments (470) — (170)

Net gains associated with interest
rate risk derivatives ........... $14,016 $24,682 $20,797

Derivatives not designated as hedging
instruments:

Currency exchange risks:
(Losses) gains on revaluation of

foreign currency loans, net ....... Other noninterest income $(1,821) $ (427) $ 1,945
Gains (losses) on internal foreign Net gains (losses) on derivative
exchange forward contracts, net .. instruments 1,973 710  (2,258)
Net gains (losses) associated with
currencyrisk ................ $ 152 § 283 $§ (313)
Other derivative instruments:
Gains (losses) on equity warrant Net gains {losses) on derivative
ASSeTS L. instruments $37,439 $ 6,556 S  (55)
Gains on client foreign exchange Net gains (losses) on derivative
forward contracts,net . .......... instruments $2259 $ 1,914 S 1,730
Net (losses) gains on other Net gains (losses) on derivative
derivatives (1) ................. instruments $(2,520) $ 342 § —

(1) Primarily represents the change in fair value of loan conversion options.
13. Other Noninterest Income and Expense

A summary of other noninterest income for 2011, 2010 and 2009 is as follows:

Year ended December 31,

(Dollars in thousands) 2011 2010 2009

Fund management fees . ... ... ..ttt e $10,730 $10,753 $10,328
Service-based fee INCOME . . ... i et et e e, 9,717 8,840 7,554
Unused commitment fees . ... oot e e e 7,095 6,833 3,534
Loan syndicationfees ........... . 1,020 1,775 —
(Losses) gains on revaluation of foreign currency loans, net . .................. (1,821) (427) 1,945
Currency revaluation (losses) gains ........... ..., (4,275) 959 764
(014 =Y 7,689 6,909 5,836
Total other NONINLErest INCOME . . . o\ vttt e e e e e e et e et $30,155 $35,642 $29,961
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A summary of other noninterest expense for 2011, 2010 and 2009 is as follows:

Year ended December 31,

({Dollars in thousands) 2011 2010 2009
Telephone ..o e $ 5835 $ 4952 S 4,202
Data processing SEIVICES . . ... ittt e 4,811 4,060 3,025
CleNt SBIVICES . ot v i e e e e e 4,594 2,716 1,923
Tax credit fund amortization .......... ... . . . . e 4,474 3,965 4,614
Postage and sUPPlES ... .o e 2,162 2,198 2,985
Duesand publications ........... .. . . e 1,570 1,519 1,872
Net gain from note repurchases and termination of corresponding interest rate

SWAPS (1) oot e e (3,123) — —
OthEr . e e e 10,499 7,081 6,102
Total other noninterest eXpense . ........... ittt $30,822 526,491 524,723

(1) Represents gains from the repurchase of $108.6 million of our 5.70% Senior Notes and $204.0 million of
our 6.05% Subordinated Notes and the termination of the corresponding portions of interest rate swaps in
2011. For more information, see Note 11—“Short-Term Borrowings and Long-Term Debt.”

14. Income Taxes

We are subject to income tax in the U.S. federal jurisdiction and various state and foreign jurisdictions and
have identified our federal tax return and tax returns in California and Massachusetts as “major” tax filings. U.S.
federal tax examinations through 1998 have been concluded. Our U.S. federal tax returns for the years 1999
through 2005 were not reviewed and are no longer open to examination by the Internal Revenue Service. Our
U.S. federal tax returns for 2006 and subsequent years remain open to examination. Our California and
Massachusetts tax returns for the years 2006 and 2007, respectively, and subsequent years remain open to
examination.

The Company is currently under audit examination by the IRS for the 2008 and 2009 tax years, which
began in July 2011. To the extent the final tax liabilities are different from the amounts originally accrued, the
increases or decreases will be recorded as income tax expense or benefit in the consolidated statements of
operations. While the actual outcome is subject to the completion of these audits, we do not believe there will
be a material adverse impact on the Company’s results of operations.

Current taxes receivable were $1.0 million at December 31, 2011, compared to $0.2 million at
December 31, 2010.

The components of our provision for income taxes for 2011, 2010 and 2009, consisted of the following:

Year ended December 31,

(Dollars in thousands) 2011 2010 2009
Current provision:
Federal .. ... . $ 86,220 $47,794 $25,300
] - 1 < 25,505 15,042 7,813
Deferred expense (benefit):
Federal ... ... . i e e 5,756  {1,157) 1,445
3 € 1 1,606 (277) 649
INCOME TAX @XPENSE .« o o\ttt et ettt et e e et ettt e et et $119,087 $61,402 $35,207
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Our effective tax rate is calculated by dividing income tax expense by the sum of income before income tax

expense and the net income attributable to noncontrolling interests. The reconciliation between the federal
statutory income tax rate and our effective income tax rate for 2011, 2010 and 2009, is as follows:

Year ended December 31,
2011 2010 2009

Federal statutory incometaxrate . ..........o ittt 35.0% 35.0% 35.0%
State income taxes, net of the federal taxeffect .............. ... ... .. ... ...... 6.0 6.2 6.6
Meals and entertainment .. ........ ... ... i e 0.5 0.7 0.9
Share-based compensation expense on incentive stock optionsand ESPP . .......... 0.3 1.2 2.8
Disallowed officer's compensation ........... ... . . i 0.1 03 1.2
Goodwill impairment—eProsper . .......... i e — — 1.7
Tax-exempt interest iNCOMe . ... ... i e e i e e (0.4) (0.9) (1.7)
Low-income housingtaxcredit ........ ...t i (1.1) (24) (5.2)
Other, NEt ..o e e 0.5 (0.8) 1.0
Effectiveincome taxrate . ... .. . e 409% 39.3% 42.3%

Deferred tax (liabilities) assets at December 31, 2011 and 2010, consisted of the following:

December 31,

(Dollars in thousands) 2011 2010
Deferred tax assets:
Allowance for10an 10SSes . ... oottt e $ 45,521 $ 40,633
Share-based compensation EXPENSE . .. ... .ttt ittt e e 9,786 8,062
Loan feE INCOME . ..ottt it e e e e e e 8,969 7,533
Stat INCOME LaAXES . . . ottt ettt e e e e 6,576 3,636
Net operating loss . . ..ot e 6,089 3,992
Other accruals not currently deductible ....... ... ... i i 6,010 2,601
Research and developmentcredit . ........coiituiii ittt ininennnn. 364 237
Premises and equipment and otherintangibles ........... ... .. .. ... ... ... — 2,096
Derivative equity warrant assets . ......... ...t e — 1,270
Original issuance discount on 2008 convertiblenotes . .. ........... ..., — 1,212
Other . . o e 16 18
Deferred tax @assets . . ...ttt e 83,331 71,290
Valuation allowance ........... i e {(6,453) (4,229)
Net deferred tax assets after valuationallowance ............................... 76,878 67,061

Deferred tax liabilities:

Net unrealized gains on available-for-sale securities . .. ......................... (59,180) (16,696)
Nonmarketable securities . ........ ...t e (14,478) (6,965)
Derivative equity warrant assets . ........ ...ttt e (5,428) -
Premises and equipment and other intangibles ........... ... ... ... ... . ... (4,515) —
FHLB stock dividend . ...... ... i i e e e e e (1,252) (1,251)
(042 1T P P — (278)
Deferred tax liabilities . ...t (84,853) (25,190)
Net deferred tax (liabilities) @ssets . .. ..ottt $(7,975) $41,871
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At December 31, 2011 and 2010, federal net operating loss carryforwards totaled $15.8 million and $10.4
million, respectively, and state net operating loss carryforwards totaled $7.8 million and $5.2 million,
respectively. These net operating loss carryforwards expire at various dates beginning in 2013 and ending in
2030. A portion of our net operating loss carryforwards will be subject to provisions of the tax law that limits
the use of losses that existed at the time there is a change in control of an enterprise. At December 31, 2011,
the amount of our federal and state net operating loss carryforwards that would be subject to these limitations
was $7.2 million and $2.2 million, respectively.

We believe that it is more likely than not that the benefit from these net operating loss carryforward and
research and development credits associated with eProsper will not be realized due to the lack of future
profitability in that business. In recognition of this risk, we have provided a valuation allowance of $6.5 million
and $4.2 million on the deferred tax assets related to these net operating loss carryforward and research and
development credits at December 31, 2011 and 2010, respectively. We believe it is more likely than not that the
remaining deferred tax assets will be realized through recovery of taxes previously paid and/or future taxable
income. Therefore, no valuation allowance was provided for the remaining deferred tax assets.

A summary of changes in our unrecognized tax benefit (including interest and penaities) in 2011 is as
follows:

Reconciliation of
Unrecognized Interest &

(Dollars in thousands) Tax Benefit Penalties  Total

Balance at December 31,2010 . ...ttt $296 $134  $430
Additions based on tax positions related to currentyear .................. 272 - 272
Additions for tax positions forprioryears . .. ....... .. . it 136 410 176
Reduction for tax positions forprioryears ...........c.coiiiiiniinenn. (6) (2) (8)
Reduction as a result of a lapse of the applicable statute of limitations ...... (58) (32) (90)
Balance at December 31, 2011 .. ..ottt $640 $140 $780

At Dece